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ClAIM  OF  ESTHER  ROUSSEAU.  ' 

COMMriTEE  ON  ^NDIAN  ^-fTA^RS, 

iiousE  OF  Representatives, 
Washington^  D.,  d,  I)ecemher  18.^  190^. 
The  committee  this  day  met  at  11  o'clock  a.  m.,  !|Ion.  James  S. 
Sherman  in  the  chair. 

STATEMENT  OF  B.  W.  STEWABT.  ESQ.,  QE  H[XrBOM[,  8.  DAB;,  ^ 

PANTED  BY  G.  E.  BIG^HABDSONT^SQ.,  DE  WAI^HINdTtm,  ^ 

I  Jill  *      I.'         V   •     ■  .    '/    "    ■  ..   •  •.:     I.  .'.      I    '  N     ; 

Mr.  BiTRKE.  ]^r.  Chairman,  Mr.  Stewart  is  here,  representing  Mrs. 
Rousseau,  fattmed  in  thfe  bill,  ft  is  a  claim  in  the  same  sense  as  at'e 
some  of  the  other  Indian  claims  that  come  here.  '  .    . .  v 

"  The  CniiRlMlAK.  Mr.  Stewart,  we  Will  he  Very  glad  indeed  to  hear 
whkt  you'hat^  to  say  iti  i^fei*ent5e'to  the  bill,  and  aSthe  iheeting  waS 
(^liedl  ttt  the  express  purpose  of  considering  this  bill,  you  will  liot  be 
Hlnit^d'  as  to  'time. '  *  TsLice  such  time  afe  you  desire.  '    ' 

Mr.  Stewart.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
desWe  to  thank  yoii'for  the  cbtiftesy  bfT)einjg  pfermitted  lo  pl-es^nt  this 
matter  to  y6u.  Mr.  Richardson,  of  Washington,  and 'myself  appeal* 
herfe 'as  alttorneys  fpr  Esther  Rousseau,  who  is  the  subject  or  this 
Hoi:ise  resolution,  ol^  bill,  Nb.  22362;  which  proposes  to  appropriate 
$50,060  for  the  paj^itieYit  to  her  of  dkttiages  incurred  by  reason  of  tb0 
killing  of  horSfe^  upon  the  Cheyehhe  RiVer  Indian  Reservation  during 
the  year  1^97.  •        .  .          •  .   > 

Esther  ^Rousseau  is  a  mixed  blood  Sioux  Indian,  having  all  the 
rights  of  an  Indi'to  under  (he  decissions  of  the  courts  of  highest 
resort  of  the  United  States:'  She  was  the  owner  of  a  band  of  horses 
numbering  about  1,000. 

Perhaps  I  had  better  premise  what  I  have  to  say  about  the  number 
of  horses,  in  order  to  give  you  gentlemen  who  are  not  perhaps  ac- 
quainted with  the  western  conditions  an  idea  of  the  actual  situation 
out  there. 

A  person  owns  a  band  of  horses  or  a  herd  of  cattle,  and  they  let 
them  range  on  what  was  formerly  known  as  the  Great  Sioux  Indian 
Reservation,  and  let  them  roam  on  what  is  called  the  Cheyenne  River 
and  the  Standing  Rock  Reservation.  It  is  a  tract  of  land  as  large 
as  some  of  the  States  of  the  Union  in  the  East,  and  these  people  range 
their  cattle  and  horses  there  by  putting  a  brand  upon  tnem.  There 
is  usually  out  in  that  country  what  is  known  as  a  spring  round-up  ^nd 
a  fall  round-up ;  the  spring  round-up  for  the  purpose  of  branding  the 
new  stuff,  and  the  fall  round-up  for  market.  You  can  imagine  people 
can  not  exactly  determine  the  precise  number  of  cattle  and  horses  they 
own  under  conditions  of  that  kind.    They  have  that  brand,  and  that  is 
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theirs,  and  there  is  no  way  of  getting  an  exact  count  in  a  territory  so 
large  as  that  of  the  exact  number  which  may  be  in  that  brand. 

Now,  Mrs.  Rousseau  estimated  that  in  1897 — and  she  got  this  esti- 
mate from  the  reports  of  the  people  whom  she  hired  to  look  after 
these  horses,  and  they  w^ould  get  their  accounts  of  the  number  from 
the  people  scattered  here  Or  there  over  this  range — and  according  to 
their  count  she  had  a  herd  of  about  1,000  head  of  horses.  I  will  refer 
later  to  certain  parts  of  this  re<x)rd  which  will  show  that,  to  the  best 
judgment  of  an  inspector  of  the  United  States,  she  had  at  least  864 
head  of  horses. 

In  1897  the  agent,  Peter  Couchman,  in  charge  of  the  Cheyenne 
River  Reservation,  procured  the  services  of  an  inspector,  who  made 
representations  to  the  Indian  Department  and  got  an  order  to  have  a 
veterinarian  appointed — one  Doctor  Elliot,  residing  at  Aberdeen, 
S.  Dak. — to  go  out  on  the  ranch  and  count  the  brands  of  Mrs.  Esther 
Rousseau,  and  for  the  purpose  of  investigating  that  brand  to  find  out 
whether  they  were  afflicted  with  g-landers. 

Elliot  went  out  under  authority  of  the  Indian  Department  and 
made  a  report  to  the  agent  in  charge,  Mr.  Couchman,  declaring  that 
glanders  existed  among  that  brand  of  horses  and  making  the  recom- 
mendation that  the  entire  brand  of  horses — every  horse  on  the  reser- 
vation branded  with  the  "  R  "  brand — ^should  be  destroyed.  Acting 
upon  that  recommendation,  an  order  was  issued  out  of  the  Indian 
Department,  which  has  the  signature  of  Mr.  Ryan,  the  Acting  Secre- 
tary, I  believe,  at  that  time,  that  all  horses  m  the  "  R  "  brand  be 
destroyed. 

I  want  to  call  your  attention  in  passing  to  the  absolute  lack  of  judg- 
ment and  absolute  lack  of  common  sense  in  an  order  of  that  kind 
under  the  conditions  that  existed  upon  the  reservation  at  that  time. 
In  this  range  country  it  is  a  matter  of  common  knowledge,  and  you 
gentlemen  must  all  be  advised,  no  matter  what  State  you  reside  in, 
that,  under  the  conditions  that  existed  in  that  range  country,  to  make 
an  order  that  all  the  horses  of  one  brand  be  killed  smacks  or  asininity, 
for  the  reason  that  these  horses  all  range  together.  You  go  out  on  the 
reservation  and  you  will  find  the  "  circle-dot "  horse,  the  "  trianffle- 
bar  "  horse,  the  "  S  "  horse,  and  any  other  horses  that  run  on  ttiat 
range  country,  and  you  will  find  them  all  mixed  up  together. 

Now,  it  is  a  matter  of  common  knowledge  that  glanders  is  a  dis- 
ease that  can  not  be  cured  or  eradicated  except  by  killing  the  horse 
or  other  animal  afflicted  with  it.  It  is  a  highly  infectious  and  con- 
tagious disease.  If  you  had  a  "  circle-dot  "  horse  or  a  "  triangle-bar  " 
horse  that  is  running  with  an  "  R  "  brand  horse,  and  the  "  R  "  brand 
horse  is  afflicted  with  glanders,  the  other  horse,  though  with  a  dif- 
ferent brand  upon  it,  is  just  as  likely  to  get  that  disease  as  the  "  R  " 
horse  would  be. 

The  Chairman.  I  suppose  so. 

Mr.  Stewart.  The  horses,  of  course,  do  not  know  what  brand  is 
upon  them,  and  they  all  run  together  out  there,  mixed  up  in  these 
different  brands  of  horses,  running  along  possibly  under  the  charge 
of  a  stallion  or  something  of  that  kind.  They  are  all  mixed  up  to- 
gether, and  there  is  no  possible  way  in  which  they  can  be  separated 
except  by  cutting  them  out,  and  that  is  done  in  the  spring  and  fall 
roundups. 
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This  order  which  I  referred  to  pays  no  attention  to  the  other  brands 
of  horses  which  are  upon  that  reservation,  but  simply  singles  out 
every  horse  branded  with  the  "  R,"  the  Rousseau  brand  of  horses, 
and  orders  them  all  to  be  killed. 

This  was  done  on  the  recommendation  and  report  of  one  Dr.  J.  W. 
Elliot,  of  Aberdeen,  S.  Dak.  I  am  not  here  to  call  names  and  make 
hard  charges  or  anything  of  that  kind  upon  the  record,  but  I  want 
the  members  of  the  committee  and  you,  Mr.  Chairman,  to  fully  appre- 
ciate this  fact,  that  while  every  advocate  may  possibly  try  to  magnify 
the  strength  of  his  case,  in  this  case  I  am  going  to  confine  myself  to 
the  strict  record  of  the  case  in  the  Indian  Department  and  the  report 
of  the  case,  and  I  am  going  to  confine  myself  to  the  case  made  in  this 
record  by  the  Government  itself. 

Doctor  Elliot  is  a  horse  doctor  of  no  education,  a  man  of  some 
political  strength  in  South  Dakota,  but  absolutely  without  education 
except  such  as  he  has  picked  up  in  running  a  livery  stable  and  sales 
stables  in  the  city  of  Aberdeen,  S.  Dak.  He  has  not  the  power,  he 
has  not  the  knowledge,  nor  did  he  have  at  the  time  he  made  this  ex- 
amination upon  which  this  order  was  made,  to  make  a  scientific  ex- 
amination of  a  horse  or  anything  else.  He  made  this  report;  an 
order  was  made  for  the  killing  of  the  horses ;  and  he  makes  the  report 
that  he  got  the  order  and  went  out  and  operated  upon  this  brand  of 
horses ;  that  he  has  actually  killed  about  200  head. 

That  is  what  he  admits  having  killed.  The  record  shows  that 
these  horses  were  killed  in  this  way :  The  agent  gave  orders  to  the 
Indian  police  and  to  riders,  and  thev  took  their  Winchesters  and 
went  out  upon  the  reservation,  and  when  they  found  an  "  R  "  horse 
they  would  shoot  it.  In  the  early  days  of  the  killing  they  left  the 
horees  lying  there,  or  threw  them  into  the  Missouri  River;  but  sub- 
sequently Agent  Couchman  comes  to  the  Department  and  asks  to  be 
allowed  a  certain  amount  of  money  for  the  cremation  of  the  horses, 
thinking  in  that  way  to  aid  in  stopping  the  disenoa. 

After  the  horses  were  killed  by  Elliot  the  Rousseaug  came  into  the 
case.  This  order  was  made  for  the  destruction  of  the  entire  brand  of 
Rousseau  horses,  and  these  horses  were  killed  without  j^ny  opportu- 
nity ever  being  given  to  Esther  Rousseau  or  anybody  in  her  behalf 
to  appear  and  give  evidence  or  have  anybody  appear  for  them,  or 
to  have  any  veterinarian  go  out  and  make  an  examination;  and  the 
order  was  issued  absolutely  ex  parte,  and  with  no  opportunity  for 
her  to  be  heard  in  any  way,  shape,  or  manner ;  and  as  a  matter  of  fact 
it  is  in  the  record  here,  gentlemen,  she  did  not  know  of  the  existence 
of  the  order  until  her  horses  commenced  to  be  killed. 

Mr.  Burke.  Mr.  Stewart,  there  is  something  in  the  record  right 
at  that  point  that  might  be  proper  to  call  our  attention  to.  The 
requisition  made  for  ammunition  showing  the  wholesale  way  in 
which  they  expected  to  operate. 

Mr.  Stewart.  Yes.  I  am  glad  you  called  my  attention  to  that, 
because  it  is  a  rather  significant  thing  in  this  matter  that  an  appli- 
cation was  made  for  the  purchase  of  1,500  Winchester  cartridges, 
and  it  appears  in  the  record  here  that  authority  was  given  to  purchase 
1,500  Winchester  cartridges  to  go  out  and  kill  this  Rousseau  brand 
of  horses,  and  that  is  one  of  the  items  that  appears  in  the  amount 
allowed  by  the  Indian  Department  as  one  of  the  expenses  in  this 
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ihatler,  that  they  were  given  this  appropriation  or  allowance.  It  is 
evident  that  they  would  go  out  and  whenever  they  should  find  an 
"  R  "  horse,  the  rider  or  the  Indian  policeman  would  put  a  ball 
through  it,  and  if  a  "  circle-dot "  horse  was  right  alongside  of  it 
the  "  circle-dot "  horse  was  immune. 

Mr.  McGuiRE.  Was  this  range  large  enough  that  this  "  R  "  brand 
could  be  on  what  was  termed  the  "  R  "  brand  ranch  and  at  the  same 
time  be  also  in  widely  separated  parts  of  the  range? 

Mr.  Stewart.  No  ;  I  can  tell  you ;  I  have  been  in  the  cattle  busi- 

Gess  myself  for  several  years.  You  can  talk  about  the  "  Seventy- 
iree  ranch,"  or  the  "  Wade- Across  ranch^"  or  things  like  that,  but 
in  fact  there  is  no  distinctive  range. 

Mr..  McGuiRE.  I  was  in  the  cattle  business  for  a  number  of  years 
myselif.  There  might  be  one  brand,  and  at  the  same  time  they  might 
range  in  a  section  of  country  whfere  they  might  be  100  miles  sepa- 
rated from  each  other,  and  one  part  of  the  range  might  be  affected 
and  the  other  part  in  no  way  affected. 

Mr..  Stew  ART.  Yes;  that  might  be  true.  .The  range  of  these  horses 
was  from  the  IVtoreau  River,  on  the  north,  possibly  up  as  far  as 
Cannon  Ball. 

Mr.  McGuiRE.  What  distance  is  tkat? 

Mr.  Stewart.  One  hundred  and  fiftv  to  200  miles,  I  think,  tl  is 
farther  than  clear  across  the  State  of  iSouth  Dakota  from  the  Stand- 
ing Rock  Reservation,  running  up  to  the  North  Dakota  line,  and  you 
run  down  south  to  the  Nebraska  line.  We  range  cattle  there,  and 
you  will  find  our  cattle  as  far  west  as  Pennington  County,  and  bs 
far  south  as  Keyapaha  County,  Nebr. 

Mr.  McGuiRE.  Then  you  say  some  of  this  brand  might  be  affected 
in  one  section  and  the  other  part  of  the  brand  might  be  100  miles 
Hway  ?  It  is  rather  a  suggestion  in  your  favor  that  the  rest  of  that 
brand  might  not  be  affected. 

Mr.  Stewart.  Yes.  I  propose  to  show  to  this  committee  liefore  I 
get  through  that  there  never  was  any  infection  in  any  of  it.-    Your 

S reposition  leads  to  that  very  point,  that  up  here  on  the  Missouri 
^iver^  up  near  the  Moreau  River,  there  was  no  infection,  and  else- 
where, over  in  Pennington  County,  the  "  R  "  brand  might  be  im- 
mune, even  if  there  was  any  infection  among  those  ranging  on  the 
Missouri  River  or  the  Moreau  River.  Then  I  am  going  to  show 
by  the  testimony  of  the  Government's  own  experts  that  there  was  no 
infection  at  all  in  this  brand. 

Mr.  Hogg.  It  was  evidently  a  fool  order. 

Mr.  Stewart.  Yes. 

Mr.  Hogg.  Can  not  you  get  down  to  the  evidence  as  to  the  num- 
ber of  horses  that  were  killed  and  the  value  of  the  horses  ? 

Mr.  Stewart.  That  brings  me  right  down  to  a  proposition  on  which 
I  want  to  be  absolutely  frank  before  the  committee.  I  am  making 
this  case  before  the  cominittee  on  the  testimony  of  the  experts  for 
the  Government,  the  only  testimony  that  we  have  here,  which  is  an 
admission — or  would  be  under  this  bill  in  a  court  of  law — an  admis- 
sion from  Elliot,  that  he  killed  about  200  head.  But  you  will  see 
from  the  fact  that  the  avenues  of  investigation  were  closed  to  us  that 
it  is  almost  impossible  for  us  to  tejl  how  many  horses  were  actually 
killed.  Whenever  one  of  thase  drivers  or  Indians  found  one  of 
these  "  R  "  horses  they  shot  it.     Now,  the  number  of  horses  that  they 
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Killed  ia  locked  im  jin  tne  b^^ts  of  t]iQ$e  people,  and  the^y.  do.  not 
even  ki^ow  Jkhemseiy^  ,^ll^t  admits  killing  about  200  head.  Mrs. 
Koussea^,sayssK^l;ia3logt.48!$  b^ad.   ,,  .  .  .  r;     .  . 

Mr.  Hooo.  How  does  she  get  that  figure?  By  her  round-up  rec- 
ord;?     ....     -,  ...     %  ,..        ,  ,.  .  ;       •.    '      .  > :       .'  .•     t      / 

I  Mr.  Stkwakt.  Te&  Xinl^eri  an  inspectoTv  goes  out  aiid  investigates 
tlus  mi^tter  and  estimates  that  there  ^e1:e^  846  h|sad  in  the  l^erd,  ber 
^ore  the  killing,  and  $ay3  there  was  a  round-up. mad^  tnat  was.  a 
clemi  rouqd-upvas  near,  as  l^e^can,  mt^k^  out,  and  he{  the^  fp^nd  332, 
That  is  the  b^  i^vidence  that  we  have  4s  to  the  numRei;,oi  horsea 
idlled.  X  bu  can  siee  that  the  avenues  of  investigation  aire  practically 
closed  to  us.  .       .   . 

Mr.  HoGo.  What  are  the  dates  of  those  two  round-ups? 

Mr.  Stewart.  Tinker's  statement  is  tha,t  the  first  round-upi  show- 
ing. 864  hoad  of  horses,  was  in  the  fall  of  1896. 

Mr.  HpoG..  .Wh^n  was  the  next  xpund-up? 

Mr.  Stewart.  In  the  fall  of.  1897,;  he  then  picked  lip  332. 

Mr.  Hooo.  ,What  kind  of  a  winter  did  they  nave? 

Mr.  Stewart.  1  am  not  advised  as  to  that.  .... 

Mr.  H9G0.  You  know  sometimes  they  have  hard  winters  and 
they  kill. off  horses.  .    .   , 

Mr.  SxEWARTj.  We  figure  10  per  cent  loss  on  cattle,  but  on  horses 
it  (does  not  ngureL     .   , .  .,   .  , 

.  Mr.  BuR^E^  I  would  like  Mr.  Stewart  to  proceed  a  little  more  ii^ 
detail  up. to  a  certain  point.,  and  right  at  that  point  I  believe  you 
sai(j,  200  h^adjh;^d  bjeen  Jalle^^j-as  3iQyyn  by  ^he  ^report  of .  Doctor 
EJhot.  Then  u\^  Koqsseaiis  began  certain  proceeduigs.  Show,  wliat 
happened  at  tnat  time,  and  what  happened  subsequently,  and  then 
con^Q.down  to  the  other  questions.. 

Mr.  Stewart.  I  was  goin^  to  take  up  first  Doctor  JEUiot's  repoi;t^ 
in  which  he  admits  killing  Uiese  horses.  I  take  up  first  this  report 
q£  Doctor  Elliot,  to  whom  I  will  pay  my  respects  a. little  later,  in 
which  he  says-  under  date  of  July  30,  1897 :  "  I  have  killed  out  of 
said  bunch,  which  numbers  between  600  and  700  head,  about  200.'^ 

Now^  Doctor  Elliot,  from  the  circumstances  of  the  case,  could 
not  know  how  many  horses  he  had  killed,  because  he  did  not  himself 
kill  them.  His  evidence  would  not  be  admitted  in  any  court  of  law, 
because  he  had  hired  these  riders  and  Indians  to  go  out  and  do  it. 
He  does  not  confine  it  to  200  head.  He  only  admits  that  about  200 
head  were  killed.  Now  if  you  gentlemen  are  satisfied,  as  the  judge 
£Mr.  Hogg]  has  said,  that  this  was  a  fool  order,  and  made  without 
any  reference  to  the  equities  of  this  case,  I  will  quit  that  branch  of 
the  case. 

We  have  here  the  report  of  Doctor  Kam.  When  the  Rousseaus 
first  got  into  this  matter  and  commenced  to  stir  up  some  investiga- 
tion about  it.  Doctor  Kam  was  called  by  Couchman,  the  agent,  and 
told  to  ^o  out  and   investigate   it.     He  reported   that  there  was 

f landers  m  these  horses;  under  the  report  dated  November  27,  1897, 
e  comes  in  and  states  that  there  was  glanders  in  these  horses. 
Now,  then,  with  that  situation  in  existence,  the  Rousseaus  come 
in  and  ask  the  Department  to  stop  the  killing  of  these  horses.  The 
Department  thought  the  Rousseaus  had  made  a  sufficient  case.  They 
had  filed  a  sworn  petition  in  the  Indian  Department,  and  the 
Department  made  an  order  that  one  Corcoran,  the  veterinarian  of  the 
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Eighth  Cavalry,  under  orders  of  the  Secretary  of  War,  be  delegated 
to  go  out  there  and  look  into  this  brand.  Secretary  Wilson,  of  the 
Agricultural  Department,  appointed  Doctor  Tracy,  who  is  now  the 
chief  inspector  of  the  Bureau  of  Animal  Industry  at  Fargo,  to  go 
out  with  Corcoran  and  make  an  investigation. 

Mr.  Burke.  The  Secretary  of  the  Interior  called  upon  the  Secre- 
tary of  War  and  the  Secretary  of  Agriculture,  if  I  remember  it,  and 
asked  if  they  would  detail  a  competent  veterinarian  to  visit  this  res- 
ervation and  ascertain  whether  or  not  glanders  existed  in  this  brand 
of  horses,  and  proceeding  upon  that  request,  the  Secretary  of  War 
designated  Doctor  Corcoran,  and  Secretary  Wilson,  of  the  Depart- 
emnt  of  Agriculture,  designated  Doctor  Tracy  ? 

Mr.  Stewart.  Yes;  Doctor  Tracy,  of  the  Bureau  of  Animal  In- 
dustry. 

Mr.  Hogg.  What  did  they  find? 

Mr.  Stewart.  They  found  absolutely  that  this  was  the  result  of 
pernicious  persecution ;  that  there  was  no  ground  for  the  making  of 
the  order,  and  there  was  no  glanders  in  these  horses. 

Mr.  HiNSHAw.  What  motive  had  the  veterinarian  for  making  such 
an  order? 

Mr.  Stewart.  It  is  shown  that  he  was  deceitful,  and  they  attach 
a  letter  which  shows  the  animus  which,  to  a  certain  extent,  was  actu- 
ating him.    I  will  get  the  report  and  let  you  see  what  it  refers  to. 

I  refer  now  to  page  56  of  the  record,  containing  the  report  of  Cor- 
coran and  Tracy,  the  people  who,  as  you  gentlemen  will  at  once  dis- 
cern, could  have  had  no  possible  connection  with  us  and  who  made 
this  investigation  under  the  direct  orders  of  the  heads  of  their 
Departments,  to  wit,  the  Secretaries  of  War  and  Agriculture.  Here 
is  the  record  [reads]  : 

Webster,  S.  Dak.,  November  27,  1897, 
Department  of  the  Interior,  United  States  Indian  Service, 

Cheyenne  River  Agency,  8.  Dak, 

Dear  Sir:  Under  examination,  locally  and  microscopically,  I  diagnose  the 
horses  marked  with  the  R  brand,  on  Cheyenne  Reservation,  S.  Dak.,  property 
of  one  Mr.  Rousseau,  glandered. 

Respectfully,  yours,  L.  C.  Karn,  V.  S., 

Webster,  8.  Dak. 


Fort  Yates,  N.  Dak.,  April  i,  1898. 
The  Secretary  of  the  Interior, 

Washington,  D.  C. 
Sir:  In  compliance  with  instructions  received  through  the  departments  of 
War  and  Agriculture,  we  have  the  honor  to  report  that  we  met  at  the  Cheyenne 
River  Indian  Agency  on  March  17  and  proceeded  to  the  Rousseau  Ranch,  40 
miles  south  of  that  point,  on  the  Cheyenne  River,  where  the  "R"  brand  of 
horses  are  located.  We  expected  to  find  the  brand  still  closely  herded  here,  as 
they  previously  had  been,  to  await  our  examination,  but  were  informed  that 
they  had  been  scattered  into  small  bands  covering  a  territory  of  over  50  miles 
square.  With  the  assistance  of  some  Indian  police  and  Rousseau's  employees  we 
had  them  rounded  up  and  corraled  as  found  by  the  riders  daily,  amounting  in 
all  to  376  head.  These  are  all  that  could  be  found,  and,  from  the  most  reliable 
information  we  could  get,  we  believe  that  not  more  than  50  others  exist  It  was 
extremely  difficult  to  gather  these  horses  on  account  of  previous  examinations, 
killing  of  the  leaders,  etc.,  which  caused  the  breaking  up  of  herds  into  small 
bunches  in  a  rough,  broken  country  of  the  "  Bad  Lands  "  variety ;  consequently 
very  difficult  to  find. 
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These  horses,  being  range  bred,  were  very  wild,  and  while  all  seemed  per- 
fectly free  from  any  disease,  to  comply  strictly  with  instructions  we  had  over 
300  head  rojied  by  the  front  feet  and  thrown,  critically  examined,  and  marked 
with  scissors  brand.  The  ones  not  thrown  were  mares  about  to  foal.  We  con- 
sidered it  an  injustice  to  the  owner,  as  well  as  inhumane,  to  subject  them  to  such 
violence,  having  satisfied  ourselves  that  there  was  no  evidence  of  disease. 
Out  of  the  300  cast  and  examined  24  head  were  selected  for  the  mallein  test, 
consisting  of  all  ages  and  animals  that  had  been  previously  condemned  by 
Doctor  Elliot.  Out  of  this  number  tested  by  mallein  but  3  showed  any  reac- 
tion, these  being*  low-conditioned  saddle  animals  confined  in  a  small  log  stoble 
during  test,  with  but  poor  forage,  and  showing  not  even  Infinitesimal  external 
evidence  of  a  glanderous  nature.  (Vide  Mallein  forms  marked  C,  D,  and  E.) 
One,  and  the  only  one,  that  showed  positive  signs  of  glanders  was  an  uubranded 
5-month8-old  colt,  which  showed  superficial  symptoms  of  acute  glanders,  and 
which,  we  were  informed,  with  Its  dam,  had  affiliated  with  neighboring  Indian 
horses,  two  of  which  were  condemned  for  chronic  glanders  by  veterinarians  that 
had  preceded  us,  viz,  Doctors  Kam,  South  Dakota ;  Treacy,  of  Fort  Meade,  and 
Dalton,  of  Chicago. 

This  colt  and  its  dam,  a  roan  mare  7  years  old,  we  had  Isolated  and  applied 
the  mallein  test  without  reaction  In  either  case.  (Vide  Mallein  forms  A  and 
B.)  We  afterwai-ds  destroyed  the  colt  for  post-mortem  examination,  and  por- 
tions of  the  diseased  tissue  and  pus  are  herewith  submitted  for  microscopical 
examination  by  the  Bureau  of  Animal  Industry.  The  septum  nasi  was  almost 
completely  eaten  away,  but  the  lungs  showed  little.  If  any,  appearance  of 
glanders.  The  dam  had  a  slight  clear  mucous  discharge  from  the  left  nostril, 
without  other  symptoms.  This  mare  was  very  wild  and  fought  hard  every  time 
she  was  cast  as  she  had  to  be  at  each  examination.  Her  temperature  varied 
some,  but  nothing  more  than  was  consistent  with  her  condition  at  the  time  owing 
to  a  state  of  excitement  and  exhaustion. 

In  undoubtedly  sound  horses  we  found  a  decidedly  marked  Increase  of  tem- 
perature when  the  operation  of  catching  and  casting  was  protracted  unusually. 
For  instance,  the  first  horse  caught  and  cast  out  of  bunch  in  corral  in  the 
morning  would  register  normal  temperature,  the  second  would  show  a  slight  in- 
crease, and  80  on,  till  the  last  of  the  band  caught  In  the  evening  has  some- 
times registered  as  high  as  104.8,  though  undoubtedly  free  from  disease.  The 
territory  over  which  the  "  R  "  brand  range,  commingling  with  upward  of  4,000 
or  5,000  tiorses  of  other  brands  and  owners,  extends  from  the  Mereau  River  and 
its  tributaries  on  the  north  to  the  Cheyenne  River  and  its  tributaries  on  the 
south,  bounded  on  the  east  by  the  Missouri  River  and  extending  westward 
almost  indefinitely;  and  as  we  have  no  doubt  that  glanders  exists  to  a  great 
extent  among  the  numerous  horses  mentioned  on  the  Cheyenne  River  Indian 
Reservation,  we  would  earnestly  recommend  that  later  in  the  season  (about 
the  middle  or  ^id  of  June),  when  the  grass  is  good  and  the  mares  have  foaled 
and  the  usual  distemper  among  colts  has  passed  away,  all  horses  within  the 
reservation  be  thoroughly  rounded  up,  and  that  we  be  authorized  to  employ  a 
few^  expert  riders  and  ropers,  examine  all  horses  so  rounded  up  at  different 
points,  and  destroy  all  found  affected  with  glanders. 

This  Is  the  only  radical  means  we  know  of  for  eradicating  this  disease  and 
doing  justice  not  only  to  the  residents  of  the  Indian  reservation,  but  to  the 
State  of  South  Dakota.  This  examination  might  be  extended  to  the  Standing 
Rock  Reservation,  where  glanders  has  been  detected  by  one  of  us  (Corcoran) 
from  time  to  time.  Believing  that  you  require  a  full  report  and  an  expression 
of  opinion  on  the  reports  of  preceding  veterinarians  employed  by  the  Indian 
agent  at  Cheyenne  River  Reservation,  we  have  the  honor  to  respectfully  state 
that  having  read  Doctor  Elliot's  reix)rt  and  sweeping  recommendation  for  the 
destruction  of  all  the  "  R  "  brand  horses,  it  Is  evidenced  to  us  by  the  condition 
in  which  we  found  them,  by  the  Information  we  had  from  reliable  employees, 
unprejudiced  and  Impartial  in  the  matter,  and  by  the  letter  of  one  Doctor 
Kams,  respectfully  submitted,  acknowledging  himself  both  cowardly  and  un- 
truthful, we  have  come  to  the  conclusion  that  neither  one  was,  to  say  the  least, 
reliable;  and  indications  of  a  pernicious  persecution  pervade  this  whole  matter. 

We  think  It  but  just  to  mention  that  we  were  earnestly  and  energetically 
assisted  in  our  investigations  by  Mr.  J.  K.  Sechler,  assistant  farmer,  Cheyenne 
Agency ;  by  Mr.  J.  H.  Sage,  Okobogo,  S.  Dak.,  as  well  as  by  the  Rousseau  family 
and  their  employees. 


10  r 


CLAIM   OF   ESTHER   BOU88EAU. 


Trusting  tliat  this  report  will  be  considered  satisfactory  by  the  Department, 
we  have  the  honor  to  be. 

Very  respectfully,  Richard  B.  Cobcoran. 

Veterinarian,  Eighth  Cavalry,  V.  8,  Army, 
ROBT.  H.  Tbacy, 

Veterinarian,  Bureau  Animal  Industry, 

That  is  the  record  given  to  the  Department,  signed  by  Doctor 
Corcoran,  the  veterinarian  of  the  Eighth  Cavalry,  and  Robert  H. 
Treacy,  veterinarian,  of  the  Bureau  of  Animal  Industry,  and  they 
altach  to  this  rejport  the  letter  of  Doctor  Karn,  which  shows  the. 
animus  which  was  actuating  him. 

Here  is  the  letter  which  he  wrote  to  the  boss  farmer  of  this  reserva- 
tion, and  it  is  confirmed  Here  in  this  record  .by  the  affidavit  of .  p, 
rider  for  Mrs.  Rousseau,  to  the  effect  that  he  was  jmesent  wliei> 
Doctor  Karn  made  his  examination,  and  who  says  that  Doctor  Karn 
stated  to  bystanders  when  making  the  examination  that  he  found  no 
traces  of  glanders  whatever,  and ,  there  was  no  glanders,  in  the  hej'd. 
Then,  after  this  report,  he  writes  to  this  man  Sechler,  the  boss 
farmer,  who  had  evidently  entertained  him  while  he  was  out  there. 
This  is  the  letter  [reads] : 

Office  of  L.  C.  Kabiv,  V.  S., 
Webster,  8,  Dak,,  February  5,  1898. 
Mr.  J.  K.  Sechleb, 

Cheyenne  River  Agency,  8,  Dak, 
Deab  Sib:  No  doubt  you  will  Imagine  I  have  quite  forgotten  the  kindness 
paid  to  me  while  on  the  reserve  by  you  and  Mrs.  Sechler,  but  such  is  not  the 
case;  it  has  been  merely  a  matter  (as  you  might  say)  of  neglect^  and  trust  you 
will  pardon.  As  in  regards  to  Mr.  Rousseau's  horses,  I  could  not  help  but  send 
In  the  report  I  did,  which  no  doubt  you  have  heard  ere  this.  In  the  first  place, 
from  local  observation  you  know  that  from  first  sight  the  appearance  of  the 
horses  were  favorable,  and  probably  I  used  a  little  deceit,  which  I  know  was  not 
right,  and  after  taking  the  temperature  I  found  that  I  had  got  into  a  nest,  and 
policy,  I  thought,  was  the  better  valor.  My  report  was,  the  horses  belonging 
to  Mr.  R.  Rousseau  and  branded  with  the  "  R  "  brand  I  diagnose  as  glanders. 
I  made  five  different  tests  of  the  serum  I  brought  back  with  me,  and  in  every 
case  it  proved  to  be  glanders.  I  have  all  my  slides  belonging  to  the  tests,  which  have 
undergone  the  miscroscopic  examination.  I  took  a  field  mouse  and  injected 
some  of  the  serum  into  his  body,  and  he  died  in  twentj'-four  hours ;  then  took 
the  serum  from  the  viscera  of  the  same  mouse  and  made  an  examination  of 
the  same  and  still  found  glanders,  so  I  think  I  am  Justified  in  sending  in  my 
report  as  I  have  done.  Well,  I  must  close,  as  it  is  midnight,  and  trust  that  you 
are  all  well.  With  best  respects  to  the  family  and  yourself,  and  hoping  to  hear 
from  you  in  the  near  future,  I  remain. 

Respectfully,  yours,  L.  C.  Kabn. 

There  is  the  man  upon  whose  report  they  make  an  order  for  the 
destruction  of  the  entire  brand  of  horses. 

The  Chairman.  That  is  Mr.  Karn  that  writes  that? 

Mr.  Stewart.  Yes,  sir. 

The  Chairman.  He  is  not  the  veterinarian  under  whose  orders  this 
herd  was  destroyed? 

Mr.  Stewart.  As  I  stated  a  while  ago,  while  you  were  out,  after 
Doctor  Elliot's  report  came  in  and  he  had  killed  these  horses,  the 
Rousseaus  got  to  corresponding  with  the  Department.  Couchman 
got  afraid  of  his  position  in  regard  to  it,  and  he  called  in  Doctor 
Karn,  of  Webster,  and  Doctor  Karn  and  Doctor  Elliot  are  the  two 
men  upon  whom  the  entire  proof  rests,  so  far  as  the  existence  of 
glanders  in  the  herd  is  concerned.  The  entire  proof  of  that  rests 
upon  Elliot  and  Karn,  while,  on  the  other  hand,  as  I  have  read  from 


CLAIM   OF   ESTHER   ROUSSEAU.  11 

the  repK)rtB  of  Tracy  and  Corcoran,  the  two  Government  experts 
they  reported  no  glanders  in  the  herd,  and  it  was  all  a  result  oi 
malicious  persecution.  .  , 

In  addition  to  that,  as  I  will  come  to  it  later,  vou  will  find  a  spe- 
cial report  of  a  substitute,  named  Tinker,  who  nnds  the  herd  abso- 
lutely healthy  and  in  good  condition. 

Mr.  BuHK£.  There  is  a  report  al^o  from  Doctor  Dalton? 

Mr.  Stewart.  Yes;  a  report  from  a  private  veterinarian  hired  by 
Mrs.  Rousseau;  a  professor  in  the  veteri^iarian  school  in  Chicago, 
hired  by  Mrs.  Rousseau  to  go  out  there  and  look  over  the  horses,  and 
he  reports  that  he  could  not  find  any  glanders  in  the  herd.  Ai^d 
outside  of  that  there  are  people  who  ran  horses  right  alongside  with 
them— -Jeff  Williams  and  Buck  Sage — ^who  said  mere  was  no  glan- 
ders in  the  herd;  and,  in  addition,  there  is  a  report  here  from  the 
chiefs  of  the  Sioux  tribe,  showing  that  they  had  never  represented 
to  the  Department  that  there  was  glanders  in  the  horses,  and  that 
Ihev  did  not  want  any  horse  doctors  to  go  out  there  to  examine  them, 
and  did  not  want  any  money  taken  out  of  their  funds  to  pay  for 
their  coming  out  there  and  condemning  their  horses. 

Mr.  McGui,RE.  There  seems  to  be  duplicity  there.  But,  aside  from 
that,  is  there  any  evidence  showing  the  qualifications  of  Doctor  Karn 
as  a  veterinarian  ? 

Mr.  Stewart.  Doctor  Karn  is  dead;  but.  there  is  a  man  who  knew 
him,  a  man  who  was  a  graduate  of  the  Toronto  school,  or  McGill 
University;  *nd  if  this  committee  desire  it,  I  can  prove  by  people 
well  qualified  to  testify  that  Karn,  while  a  graduate  of  that  school- 
had  let  whisky  get  the  best  of  him,  and  when  he  came  out  to  that 
town  h^.  wa3  absolutely  unreliable. .       , 

Mr.  Burke.  Tell  how  Doctors  Tracy  and  Corcoran  made  the  ex- 
aminations, and  how  many  days  they  were  there,  and  what  they  did. 

Mr.  Stewart.  They  actually  rode  and  cast  300  horses  and  exam- 
ined every  one  of  them. 

Now,  it  19  in  evidence  that  we  had  about  332  head  of  horses.  Cor- 
coran and  Tracy  say  that  they  threw  and  applied  the  Mallein  test  to 
300  head  of  horses,  and  tliat  they  did  not  show  any  signs  of  glanders. 
They  were  out  there  a  number  of  days,  and  they  found  evidences  of 
distemper,  but  it  was  not  glanders.  It  was  not  an  incurable  disease, 
such  as  would  warrant  any  such  order  as  this  for  the  destruction  of 
the  herd. 

Mr.  Zbnor.  Were  those  300  all  of  the  "  R  "  brand? 

Mr.  Stewart.  Yes,  sir;  and  they  have  attached  here  to  the  report 
a  statement  of  the  temperature  taken  and  describing  them — horse 
So-and-so  thrown,  and  the  Mallein  test  is  described.  All  that  is  de- 
scribed, but  it  would  be  a  long  proposition.  The  meat  and  marrow 
of  it,  however,  is  that  there  was  no  glandei*s,  and  it  was  a  part  oi 
the  persecution  that  the  report  was  ever  made. 

Mr.  HiNSiiAW.  Those  examinations  were  made  on  the  horses  that 
were  left  ? 

Mr.  Stewart.  Yes,  sir. 

Mr.  Burke.  I  w^ant  to  get  into  the  record  somewhere  the  fact  that 
over  200  head  of  horses  were  killed,  and  it  was  brought  to  the  atten- 
tion of  the  Rousseaus,  and  then  the  Rousseaus  did  something,  to  wit, 
brought  injunction  proceedings.     State  what  happened. 
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Mr.  Stewart.  Yes.  AVhile  the  record  was  in  this  shape  the  Rous- 
seau people,  immediately  after  they  had  learned  about  this  killing 
and  the  proposed  killing  of  all  the  rest  of  the  herd,  did  not  propose 
to  lie  there  and  take  this  kind  of  treatment;  so  they  interested  sen- 
ator Pettigrew,  at  that  time  one  of  the  Senators  from  the  State  of 
South  Dakota,  and  he  asked  that  the  matter  be  held  up  for  a  further 
investigation.  It  was  upon  that  recommendation  that  the  Secretary 
did  hold  it  up  and  sent  out  Corcoran  and  Tracy,  and  they  made  this 
report. 

In  addition  to  that,  the  Rousseaus  went  into  the  State  court  of 
South  Dakota  and  procured  an  order  from  the  court  there  perpetually 
enjoining  Mr.  Couchman  or  any  of  his  servants  or  employees  in  the 
future  from  killing  any  of  that  brand  of  horses;  and  that  order  still 
stands  there,  unchallenged  by  Mr.  Couchman,  the  Indian  agent,  or 
anyone  in  his  behalf.  It  is  an  absolute  injunction,  and  since  that  time 
none  of  the  horses  have  been  killed. 

Now,  you  have  gotten  pretty  nearly  all  of  this  case. 

Mr.  Zenor.  What  is  the  date  of  that  ? 

Mr.  Stewart.  That  injunction  was  in  the  spring  of  1898. 

Mr.  Burke.  Give  us  some  parts  of  Mr.  Tinker's  report.  I  think 
the  members  of  the  committee  ought  to  know  of  Mr.  Tinker. 

Mr.  Stewart.  I  think  it  would  be  good  reading  for  them.  Mr. 
Tinker  makes  this  report  on  September  30,  1899 

Mr.  Burke.  That  is  two  years  after? 

Mr.  Stewart.  Yes. 

Mr.  Hogg.  Is  there  any  need  for  the  taking  down  of  the  full  report? 

Mr.  Stewart.  No  ;  I  want  to  read  only  certain  parts  of  it. 

Mr.  Burke.  One  of  the  things  I  want  to  be  brought  out  in  the 
Tinker  report  is  that  he  saw  some  of  these  horses  that  had  been  shot 
and  had  recovered. 

Mr.  Stewart.  Yes.  A  nimiber  of  these  riders  and  Indian  police- 
men, when  they  went  out  there,  would  shoot  these  horses  and  would 
not  get  them,  and  they  would  get  away;  and  those  horses,  some  of 
them,  are  now  on  the  streets  of  Pierre  to-day,  hauling  dray  wagons, 
and  they  are  all  through  the  State,  healthy' and  sound.  You  know 
that  a  horse  suffering  from  glanders  never  recovers. 

Mr.  Burke.  They  survived  the  shooting  and  the  glanders  both  ? 

Mr.  McGuiRE.  The  agent  and  the  doctor  ?     [Laughter.] 

Mr.  Stewart.  Yes.     I  will  read  from  this  letter : 

Cheyenne  Riveb  Agency,  S.  Dak., 

September  SO,  1899, 
The  Secbetaby  of  the  Interior. 

Sir:  According  to  InBtructions  contained  In  your  communtcation  of  June  28, 
1899,  I  have  the  honor  to  report  the  result  of  my  Investigation  of  horses  at  the 
Standing  Rtx?k  Reservation,  and  of  those  branded  "  R,"  owned  by  Mrs.  Esther 
Rousseau,  of  theCheyenneRlver  Reservation,  said  to  be  suffering  with  glanders. 

The  Rousseau  home  ranch  is  located  about  45  miles  from  the  Cheyenne  River 
Agency,  on  the  Cheyenne  River.  Most  of  the  horses  owned  by  Mrs.  Esther 
Rousseau  (branded  **  R  ")  are  wild  range  horses,  much  wilder  than  the  average 
range  stock.  The  alleged  reason  for  their  being  so  wild  is  that  they  have  been 
rounded  up,  roped,  and  thrown  by  veterinary  surgeons  so  often,  and  so  many 
of  them  and  their  leaders  shot — ^many  killed  and  some  wounded — on  the  open 
prairie  that  upon  the  approach  of  a  person  they  start  at  once  to  get  out  of 
the  way.  They  roam  In  small  bands,  much  smaller  than  they  did  before  so 
many  of  them  were  killed,  and  are  scattered  over  a  very  large  section  of 
country. 
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Mr.  Rousseau  Informed  me  that  the  fall  before  the  veterinary  surgeons  began 
to  shoot  the  horses  branded  "R"  he  roundtni  up  SM  horses;  since  that  time 
he  has  never  been  able  to  round-up  400  horses  bearing  their  brand;  all  the 
range  horses,  saddle  horses,  and  work  animals  put  into  the  corral  for  me  to 
inspect  was  332  branded  **  R  "  or  "  R — "  ;  there  were  13  other  horses  rounded 
up  with  them  bearing  various  brands,  mailing  a  total  of  345  horses.  This  may 
or  may  not  be  all  the  horses  they  own  or  bear  their  brand. 

All  the  horses  I  saw  were  very  wild,  but  they  were  all  fat.  in  good  condition, 
and  seemed  to  be  healthy ;  none  of  them  were  running  at  the  nose,  neither  did 
any  of  them  have  farcy  buttons;  all  appeared  to  be  sound  horses,  and  showed 
no  signs  of  having  the  glanders  or  any  other  disease. 

I_saw  four  animals  that  had  been  shot  by  the  Indian  police  by  order  of  the 
veterinary  surgeon;  one  was  a  gray  horse  7  years  old;  he  was  shot  through 
the  right  hip,  but  managed  to  get  away  before  he  was  killed ;  his  wound  healed 
up  and  he  seems  to  be  sound. 

A  gray  mare  was  shot  through  the  rump;  the  ball  ranged  along  her  side 
almost  the  whole  length  of  her  body ;  she  escaped  and  recovered ;  she  had  no 
discharge  from  the  nose  or  farcy  buttons,  and  appears  to  be  free  from  glanders 
or  any  other  disease. 

One  3-year-old  colt  was  shot  under  the  neck ;  the  ball  came  out  through 
the  lip ;  the  ball  cut  the  base  of  the  tongue  in  such  a  manner  that  the  tongue 
hangs  out  of  its  mouth  all  the  time;  he  managed  to  get  away,  and  recovered; 
he  shows  no  symptoms  of  any  disease. 

A  gray  gelding  was  shot  twice,  once  through  the  left  stifle;  the  ball  went  In 
from  In  front  and  came  out  behind.  The  other  ball  went  through  his  left 
hock.  He  broke  away,  and  recovered.  It  is  said  he  was  given  the  mallein  test 
by  Doctor  Tracy,  of  Fort  Meade,  and  Doctor  Dalton,  of  Chicago,  and  showed  no 
symptoms  of  glanders. 

*  ****** 

As  regards  the  Rousseau  horses  branded  "  R  "  and  "  R — ,"  and  the  horses  that 
graze  on  the  range  with  them  in  the  Cheyenne  River  country,  I  do  not  con- 
sider that  I  am  expert  enough  to  determine  whether  they  have  the  glanders  or 
not ;  they  all  appear  to  be  healthy. 

I  give  you  that  for  the  purpose  of  showing  what  was  done  with 
these  horses  before  the  investigation.  Then  he  goes  on  and  shows 
that  he  saw  this  bunch  in  the  corral,  and  there  were  no  symptoms  of 

f landers  in  them.  He  is  a  very  careful  man.  He  says  he  is  not  a 
octor  and  does  not  know  much  about  glanders.  You,  ffentlemen, 
have  common  sense  and  keenness  of  perception  enough  to  know  that 
if  a  horse  has  glanders  anybody  can  tell  it. 

Mr.  Burke.  The  claim  that  there  is  glanders  upon  that  reservation 
has  not  been  made  since  ? 

Mr.  Stewart.  Absolutely  not.  The  Bureau  of  Animal  Industry 
has  given  us  all  kinds  of  quarantine  laws  out  there,  gentlemen,  but 
thev  have  never  troubled  our  horses.  We  are  quarantined  for  scabies 
and  we  have  had  the  Texas  itch  out  there,  but  our  horses  seem  to  be 
immune  from  the  quarantine  regulations;  and  from  the  time  when 
they  killed  these  horses  to  the  present  time  we  have  never  had  any 
charge  of  glaiiders,  and  especially  after  Mr.  Couchman  was  relieved 
of  his  duties  in  charge  of  this  reservation. 

Mr.  HiNSHAW.  Is  there  any  proof  in  this  record  of  the  value  of 
these  horses  that  were  killed  ? 

Mr.  Stewart.  There  is  not;  and  I  want  to  take  that  up  with  you. 
There  is  not  any  proof  of  that,  aside  from  the  affidavit  of  Doctor 
Dalton,  this  veterinary  surgjeon  who  does  not  qualify  and  lay  a 
proper  foundation  to  make  his  evidence  particularly  valuable  before 
this  committee,  and  one  Jeff  Sage,  that  in  1897  these  horses  were 
worth  about  $40  or  $45'  a  head. 

Now,  as  a  matter  of  fact,  the  history  of  this  brand  is  easily  ascer- 
tainable.   The  Rousseaus  were  the  first  to  introduce  in  their  horses 
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and  put  on  the  range  the  habit  of  taking  their  "  she-stuff  "  an^  send- 
ing m  the  best  stfelnons.  'Do  not  take  this  simply  as  the  plea  t)f  the 
aavocate;  but  the  fact  is  they  have  succeeded  in  grading  up  their 
bunch  of  horses  until  they  are  the  best  grade  of  horses  out  there  on 
the  range. 
'  Mr.'l^xPHENS.  What  do  they  render  for  taxes? 

Mr.  Burke.  T\iik  claimant  is  an  Ifndian. 

Mr.  McGuiRE.  They  do  not  pay  taxes. 

Mr.  HiNSHA w.  There  is  no  proof  of  their  age  ? 

Mr.  Stewart.  No;  except  they  were  an  ordinary  bunch  of  horses. 
The  ordiriary  habit' is  to  take  them  out  wAen  they  get  marketable  'an^ 
sell  theni. 

Mr.  Stephens.  What  was  the  market  price  of  horses? 

Mr.  SteWarI'.  The" market  price,  as  they  indicate,  was  from  $40 
to$45.  •''      ••        '•      '^     ••'.  ^   '  ■     ••■    ^  ;>....•...      .r. 

'  Now  I  come  to  the  claim.  That  is  well  taken,  and  the  number  of 
lawyers  that  I  see  here  leads  me  to  believe  you  will  hold  the  same 
doctrine,  that  it  is  not  for  the  agent  to  go  out  there  and  kill  oirt 
horses  and  then  come  in  and  say,^*  You  shall  take  the  market  price 
at  that  time."  An4  it  is  not  for  me  to  come  in  and  take  your  horses 
and  convert  them  to  my  own  use  and  say,  "  ITou  shall  take  the  market 
price  at  that  time." 

»  Mr.  Stephens.  Do  you  think  the  Government  should  be  compelled 
to  pay  conversion  damages? 

Mn  Stewart.  No;  but  what  is  the  actual  value?  It  is  the  highest 
yalu6  betweeti  the  time  of  Conversion  and  the  time  the  jury  sits  on  the 
verdict.  That  is  the  common  law,  and  the  statute  law  of  my  own 
State.  These  horses  are  selling  in  the  market  at  Pierre  at  from  $100 
to  $125,  around.  They  are  worth  it.  Therefore  I  contend  that 
when  these  people  come  out  and  kill  our  horses,  it  is  not  for  them  to 
bay  what  market  price  we  shall  take,  but  they  should  pay  the  highest 
market  price. 

Mr.  Stephens.  Does  not  the  law  establish  this  principle,  that  you 
would  be  entitled  to  the  market  value  of  your  stock  at  that  time,  with 
the  legal  interest  in  the  State  ?  [ 

T^r.  Stewart.  The  common  law,  as  it  finds  expression  in  the  Field 
statutes,  is  that  you  have  the  option  of  taking  either  one  of  these  two 
horns  of  the  dilemma  that  you  desire,  and  for  the  conversion  you  are 
entitled  to  the  highest  market  value  between  the  time  of  conversion 
and  the  time  the  jury  sits  on  the  question  of  damages,  and  that  you 
are  eiiabled  to  show  it. 

Mr.  Hogg.  This  value  was  fixed  in  the  market.  What  was  the 
value  of  horses  on  the  range  ? 

Mr.  Stewart.  That  is  what  we  are  taking.  The  value  on  the 
range  was  from  $40  to  $45. 

Mr.  Hogg.  They  are  not  Indian  horses,  then  ? 

Mr.  Stewart.  You  know  in  1896  and  1897  horses  were  a  drug  on 
the  market. 

Mr.  Stephens.  You  can  get  them  at  $5  a  head  in  Arizona  and  New 
lyiexico. 

Mr.  Stewart.  Yes ;  as  a  matter  of  fact  they  brought  some  horses 
in  there  and  gave  them  away,  from  Idaho. 

The  Chairman.  You  are  not  a  sworn  witness.  You  are  making  an 
argument  as  an  attorney.  There  is  no  proof  in  this  case  as  to  the 
value  of  this  property. 
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Mr.  Stewabt.  I  appreciate  that. 

The  CtiAiniSiAN.  There  is  no  proof  in  this  case  other  than  the  evi- 
dence erf  two  witnesses,  to  who^  te^imony  little  weight  is  given  as 
to  the  valu^  of  the  property. '  There  is  no  testimony  in  the  case  as 
to  the  nnniber  of  horses  destroyed;  except  the  statement  that  it  was 
about  200,  but  you  claim  mUch  more.  There  is  no  evidence  of  that, 
but  there  is  evidence  that  in  the  fall  before  the  owner  rounded  up 
864  horses,  and  since  then  they  have  not  been  able  to  round  up  more 
thafn  400.    But  that  is  not  proof. 

Mr.  Stewart.  I  apj)reciatei  it. 

The  Chairman.  So  is  it  hot  your  proper  course — ^the  fair  course  for 
this  daimantas  well  as  the  dbvemm^iit — ^that  yoii  be  permitted  to 
go  to  feome  court  of  proper' juHsdiction,  and  that  you  be  authorised 
fliere  to  prove  your  claim*  against  the  Government? 

'Mr.  Stewabt.  Mr.'  Chairman,  you  have  struck  the  keynote  there. 
That  I  can  not  deAy. '  You  have  been  frank  with  me  and  I  will  be 
frank  with  you.  As  a  proposition  I  aib  speaking  to  this  bill  as  it 
exists  before  you  at  the  present  time.  I  am  showing  as  an  advocate 
the  strongest  case  I  can  truthfully  present  under  the  record  as  it 
exists:  'If  you  gentlemen  say'  here'  that  this  ^roof  is  not  sufficient, 
that  this' is  d  case  where  a  court  should  be  giveil  jurisdiction  to  try 
and*  determine  the  amount  of  damages,  I  could  not  reasonably  find 
any  fault  with  it.  •    •  ^ 

The  CkXiRMAN.  You  will  have  to  admit,  Mr.  Stewart,  that  there 
is  nottiing  hert^  on  which  we  cduld  render  a  fair  judgment  It  Would 
be  largely  guesswork.  

MJr.  3i«wAirr.  I  admit  that 

Hae  ClaAiiQkAx:  It  is  'perfectly  clear  to  me,  however,  on  your  pre- 
sentatiifai  of-thte  case,  that  the  Government  ought  to  compensate  tn^se 
people  ^r  the' destruction  of  their  jproperty.    The  tpiestibn,  then,  is, 
How  much  property  Vds  destroyed  f       ' 
■  Mr.  "STte^HENS.  K  there  any  iattite  of  limitations  that  ought  to  be 

r^noved?  '  -       . 

"Mr.  Stewart.  No,  sir. 

Mr.  Richardson.  I  suj^gest  to  Mr.  Stewart  that  perhaps  in  a  couple 
of  weeks  we  could  get  all  the  information  needed  for  thiB  satisfaction 
of  tfais^  committee  and  in  the  Sehate,  and  it  M^ht  save  a  delay  of 
the  case  in  the  Court  of  Claims.  The  claimant  is  old,  the  witnesses 
are  likely  to  die,'  and  she  herself  is  likely  to  die;  That  testimony  can 
probably  be  brought  to  your  satisfaction  in  the  next 'two  weeks. 
'  The'  Chairman;  But,  Mr.  Richardson,  we  are  liot  a  trial  court. 
Congress  is  not  a  trial  courf,  afad  the  committees  are  not        ' 

Mr.  Richardson.  If  you  will  take  the  evidence  oiP  the  Government 
as  to  the  nu!mber  and  value * 

The  CHAiRiTAN.'Of  course  I  have  not  examined  the  record,  but 
from  Mr:  Stewart's  argument*  it  appears  there  is  very  little  evi- 
dence on  the  question  of  what  the  award  should  be.  There  seems 
to  be  evidence  as  to  the  reasonable  liability  of  the  Government,  but 
as  to  how  much  the  Government  should  pay  there  is  very  little. 

Mr.  HoGa.  Why  was  not  this  matter  brought  to  the  attention  of 
Congress  before?     It  has  been  about  ten  years. 

Mr.  Stewart.  I  anticipated  that  question,  gentlemen.  The  situa- 
tion was  this:  Mrs.  Rousseau  is  an  Indian.  She  talks  through  an 
interpreter,  except  that  she  can  talk  a  little  broken  English.    She 
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first  retained  for  the  purpose  of  the  injunction  a  firm  of  attorneys 
at  Pierre,  Shunk  &  Hughes.  They  took  the  matter  up  and  did  ob- 
tain an  injunction,  but  they  have  neglected  the  matter  and  have 
worked  along  without  coming  to  Congress,  apparently  not  knowing 
that  Congress  had  jurisdiction  and  not  knowing  what  they  should  do. 

Mr.  Curtis.  Did  they  present  the  claim  to  the  Indian  Office? 

Mr.  Stewart.  Not  except  in  the  line  of  stopping  the  further  kill- 
ing of  their  horses.  Nothing  has  ever  been  put  in  the  form  of  a 
claim  for  the  payment  of  money,  and  apparently  Shunk  &  Hughes 
did  not  know  anything  about  this  method  of  getting  at  this  matter. 

Mr.  Burke.  I  think,  Mr.  Stewart,  that  they  did,  but  that  it  was 
a  matter  of  negliffence  on  their  part,  because  they  have  talked  with 
me  about  it  for  tlie  last  eight  years,  on  several  occasions,  and  said 
that  they  had  this  case  and  had  been  retained  and  expected  to  bring 
it  before  Congress.  But  I  understand  from  Mrs.  Rousseau  that  they 
did  not  bring  it,  although  she  supposed  they  were  looking  after  it 
all  the  while. 

Mr.  Stewart.  The  fact  remains  that  it  has  never  been  brought. 
Mrs.  Rousseau  subsequently  came  in  last  summer  to  our  oflBice  and 
asked  our  firm  to  take  up  this  matter,  and  after  we  had  become  satis- 
fied that  Shunk  &  Hughes  were  willing  to  drop  out  of  the  case  and 
had  not  done  anything  we  said  we  woiud  take  it. 

Mr.  Burke.  In  bringing  this  matter  to  the  attention  of  Congress 
and  in  introducing  this  bul,  I  had  in  mind  the  idea  that  the  proper 
tribunal  to  determine  the  damages  in  this  case  was  the  Court  of 
Claims,  and  for  the  purpose  of  bringing  it  before  Congress  I  intro- 
duced the  bill  which  is  before  you.  I  did  not  know  at  that  time  just 
what  the  proofs  would  be,  and  m  introducing  it  in  this  form  I  knew  it 
would  be  very  easy  to  change  it  to  a  resolution  sending  it  to  the  Court 
of  Claims ;  and  I  also  found  that  the  practice  of  Congress  here  was  that 
nearly  all  of  these  claims  that  do  go  to  the  Court  of  Claims  by 
resolution  originate  with  a  bill,  as  a  general  thing. 

Mr.  HiNSHAW.  They  could  proceed  to  prove  their  testimony  at 
once  if  this  were  referred  to  the  Court  of  Claims? 

Mr.  Burke.  Yes. 

Mr.  Hogg.  Why  not  make  a  motion  to  refer  it  to  the  Court  of 
Claims  ? 

Mr.  Burke.  Yes.  I  suggest  that  this  be  referred  to  a  subcommit- 
tee, to  be  constituted  of,  say,  Mr.  Hogg,  Mr.  Stephens,  and  Mr. 
Burke,  with  power  to  formulate  a  bill  to  refer  the  matter  to  the 
Court  of  Claims,  and  to  report  such  a  bill. 

Mr.  Hogg.  Is  there  a  limitation  about  this  ? 

Mr.  Burke.  This  being  a  tort,  no  limitation  runs  against  it. 

The  Chairman.  I  thought  it  should  be  so  fixed  mat  the  Govern- 
ment under  no  circumstances  should  be  made  to  pay  interest. 

Mr.  Hogg.  But  I  do  not  think  the  Government  should  be  allowed 
to  take  advantage  of  any  limitation  in  a  case  like  this.  It  is  an 
outrage. 

Mr.  Stephens.  Why  decide  against  ourselves  as  to  the  responsi- 
bility of  the  Government  in  the  matter?  It  is  like  a  plea  of  guilty 
in  a  court 

Mr.  Hogg.  What  is  the  use  of  raising  that  question  in  the  resolu- 
tion?    The  court  will  determine  that. 
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Mr.  Stephens.  Probably  so. 

Mr.  HoGo.  It  will  be  necessary  to  determine  the  liability  of  the 
Government. 

Mr.  Burke.  I  will  make  a  motion,  Mr.  Chairman,  that  a  subcom- 
mittee, composed  of  Mr.  Stephens,  Mr.  Hogg,  and  myself,  be  ap- 
pointed, and  that  I  be  authorized  to  report  a  resolution  referring  this 
case  to  the  Court  of  Claims  in  the  usual  form. 

The  Chairman.  It  ought  to  be  a  bill.  You  do  not  want  to  refer 
it  under  the  Bowman  Act  simply  ? 

Mr.  BuRjtE.  No;  report  a  bill  directing  the  Court  of  Claims  to  hear 
and  determine  and  render  judgment,  and  if  the  statute  of  limitations 
runs 

Mr.  Stephens.  I  would  not  be  willing  to  waive  that. 

Mr.  Hogg.  It  should  be  put  in,  anyway. 

Mr.  Burke.  I  make  that  motion.  You  understand  that  there  will 
be  a  limitation  as  to  interest? 

The  Chairman.  The  bill  should  be  so  drawn  that  there  will  be  no 
covering  of  the  item  of  interest. 

Mr.  Stewart.  I  did  not  catch  that,  Mr.  Chairman. 

Mr.  Burke.  The  Government  never  pays  interest  on  a  claim.  I 
make  that  motion. 

The  Chairman.  Very  well.  All  who  are  in  favor  say  Aye;  those 
contrary,  No.  The  ayes  seem  to  have  it;  the  ayes  have  it,  and  the 
motion  is  carried. 

Thereupon,  at  12  o'clock  noon,  the  committee  adjourned. 


TH.  R.  22362.     Fifty-ninth  Conin*ess,  second  session.     In  the  House  of  Representatives 

December  13,  1906.] 

Mr.  BuBKE,  of  South  Dakota,  Introduced  the  foUowlng  bUl ;  which  was  referred 
to  the  Committee  on  Indian  Affairs  and  ordered  to  be  printed : 

A  BILIj  Making  an  appropriation  to  pay  Esther  Rousseau  for  horses  killed  upon  the 
Cheyenne  Inaian  Reservation,  in  the  State  of  South  Dakota. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled.  That  the  sum  of  fifty  thousand  dol- 
lars be,  and  the  same  is  hereby,  appropriated,  out  of  any  money  in  the  Treas- 
ur>'  not  otherwise  appropriated,  for  the  purpose  of  paying  Esther  Rousseau  for 
four  hundred  and  ninety-five  horses  belonging  to  her  and  unlawfully  destroyetl 
and  killed  upon  the  Cheyenne  Indian  Reservation,  in  the  State  of  South  Dakota, 
during  the  year  eighteen  hundred  and  ninety-seven,  by  the  United  States  Indian 
agent  in  fliarge  of  said  Indian  reservation. 


Department  of  the  Intebior, 
Washington,  December  iJ,  1906. 
The  Chairman  of  the  Committee  on  Indian  Affairs. 

House  of  Representatives, 
Sir:  1  have  the  honor  to  acknowledge  the  receipt  of  your  communication  of 
the  5th  instant,  requesting  copies  of  all  lettei*s,  reports,  and  papers  In  connection 
with  the  killing  of  certain  horses  on  the  Cheyenne  River  Reservation,  In  South 
Dakota,  alleged  to  have  been  diseased  with  glanders,  in  the  year  1807,  and 
belonging  to  one  Rousseau. 

In  response  I  transmit  herewith  a  copy  of  a  report  from  the  Acting  Commis- 
sioner of  Indian  Affairs,  dated  the  13th  instant,  transmitting  copies  of  letters, 
reports,  and  papers  on  the  subject  in  the  records  of  his  Office.    I  also  transmit 
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herewith  copy  of  a  letter  dated  March  11,  1898,  from  the  Secretary  of  Agri- 
culture, copy  of  Indian  Olflcte  reiwrt  of  March  14,  1898.  and  copy  of  Department 
reply  of  March  15,  1898,  to  the  Secretary  of  Agriculture,  these  pai^ers  heing 
referred  to  in  the  Indian  Office  report  of  the  13th  instant  as  "  Numbered 
11724—1898." 

Very  resi)ectfully,  E.  A.  Hitchcock,  Secretary, 


December  13.  1900. 
The  Secretary  of  the  Interior. 

Sir  :  I  have  the  honor  to  acknowledge  the  receipt  of  a  letter  froln  Hon.  J.  S. 
Sherman,  chairman  of  the  House  Committee  on  Indian  Affairs,  dated  December 
5,  1906,  requesting  copies  of  all  letters,  reports,  and  papers  in  connection  with 
the  killing  of  certain  horses  on  the  Cheyenne  liiver  Reservation,  in  Soiith 
Dakota,  alleged  to  have  been  diseased  with  glanders,  in  tlie  year  1897,  and  be- 
longing to  one  Rousseau,  referred  to  this  Office  for  report  on  the  <>th  instant. 

In  answer  I  resi)ectfully  transmit  herewith  copies  of  all  letters,  reports,  and 
papers  on  the  subject  in  the  records  of  this  Office.  It  appears  that  the  paper 
No.  11724r-1898  was  returned  to  the  Department  by  this  Office  on  March  14, 
1898,  and  therefore  no  copy  of  that  is  furnished. 

I  return  Mr.  Sherman's  letter. 

Very  respectfully,  C.  F.  Larrabee, 

Acting  Commissioner. 


Department  of  the  Interior.  United  States  Indian  Service. 

Cheyenne  River  Ageney,  S.  Dak.,  March  Zl,  1S97. 
The  Commissioner  of  Indian  Affairs.  Washington,  D.  C. 

Sir:  I  have  the  honor  to  respectfully  rei)resent  that  there  are  a  number  of 
Iiorses  on  this  reservation  diseased  with  glanders,  notwithstanding  tliat  strenu- 
ous efforts  have  l)een  heretofore  made  to  stamp  it  out.  I  thought  as  there  had 
l)een  so  nmch  care  and  pains  taken  l>y  the  veterinary  to  have  no  diseased  horses 
e8cai)e  that  we  would  be  free  fnmi  the  disease:  but  I  have  learned,  from  a 
source  which  I  think  reliable,  that  the  herd  where  we  had  reason  to  believe  the 
glanders  existed  most  was  run  off  and  kept  out  of  the  way  by  moving  from 
place  to  place  to  esca|>e  the  veterinary  while  here.  And  now^  I  frequently 
learn  of  the  disease  nuiking  its  api)earance  In  different  parts  of  the  reserve 
amongst  the  horses  owned  and  kei)t  in  small  numbers,  while  heretofore  it 
existed  principally  amongst  the  larger  herds,  so  that  the  Indians  quite  generally 
(who  are  ownera  of  the  small  bunches  of  horses)  are  becoming  considerably 
alarmeil  at  its  continuetl  prevalence  and  spread. 

Tlierefore  I  think  it  advisable  to  have  the  i)resence  of  a  veterinary,  who 
should  be  allowed  sufficient  time  to  thoroughly  scan  the  reserve  and  see  that  by 
no  device  or  strategy  any  diseased  animals  escai)e. 

It  should  be  considered  that  in  conse(iuence  of  the  large  number  of  horses 
supposed  to  be  so  diseased,  and  of  the  large  area  over  which  they  are  scattered, 
considerable  time  will  be  retjuircd  to  effectually  and  thoroughly  at»complish  the 
work  of  stamping  out  the  disease. 

And  therefore  I  respectfully  request  authority  to  employ  a  competent  veter- 
inary surgeon  for  a  period  not  excelling  forty  days,  at  the  rate  of  $10  i>er  day. 
for  the  purpose  of  traveling  over  the  reservation  to  insi)ect  horses  belonging 
to  Indians  and  white  i)ersons  thereon  with  a  view  to  killing  all  horses  that 
may  be  found  suffering  with  the  glanders  and  to  check  the  spread  of  the 
disease. 

And  also  that  the  surgeon  so  employed  be  allowed  transiwrtation  to  and 
from  the  agency  to  the  amount  of  $8,  and  for  exiienses  while  traveling  over 
the  reservation  and  actually  emi>loyed  in  said  work  at  the  rate  of  $1  per  day. 

As  some  opposition  on  the  part  of  white  men  married  to  Indian  women  was 
heretofore  met  with  in  the  progress  of  this  work,  I  would  respectfully  further 
re<|uest  that  I  l>e  given  authority  to  destroy  all  horses  found  on  the  reservation 
which  may  be  infected,  without  any  reference  to  compensation  whatever  for 
such  destruction. 

Very  resi>ectfully.  Peter  Couchman, 

United  States  Indian  Agent. 
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Depabtment  of  the  Intebiob, 

Office  of  Indian  Affairs, 

Washington,  April  5,  1897, 
The  Secretary  of  the  Interior. 

Sir  :  In  view  of  the  statement  made  in  the  Inclosed  communication  from  the 
ITiilled  States  Indian  agent  at  the  Cheyenne  River  Agency,  S.  Dak.,  and  in 
compliance  witli  the  request  contained  therein,  I  have  the  honor  to  recommend 
that  authority  be  granted  said  agent  to  expend  a  sum  not  exceeding  $448,  or 
so  much  thereof  as  may  be  absolutely  necessary,  in  the  following  manner,  viz : 

Employment  of  a  competent  veterinary  surgeon,  at  not  to  exceed  $10  per 
day  while  actually  engaged,  to  travel  over  the  reservation  and  inspect 
stock  belonging  to  the  Indians  and  to  white  persons  residing  on  the 
reservation  to  the  end  that  all  horses  suffering  with  the  glanders 
"may  be  killed  and  the  spread  of  the  disease  checked $400 

Payment  for  transportation  of  the  surgeon  to  be  employed  to  and  from  the 
agencj'  at  not  to  exceed 8 

Payment  of  expenses  of  said  surgeon  while  traveling  over  the  reservation 
at  not  to  exceed  $1  per  day 40 

448 

Provided,  however,  that  the  agent  be  granted  si>ecitic  authoritj'  from  the  Depart- 
ment to  destroy,  in  the  most  humane  manner,  all  stock  found  on  tlie  reserva- 
tion, whether  l)clonging  to  the  agency,  the  Indians,  or  to  white  pei-sons,  where 
the  same  may  be  infected  or  susi)ected  of  l)eing  Infected,  in  order  to  check  the 
spreading  of  and  to  effectually  stamp  out  the  said  disease,  but  no  promise  of 
comjiensation  for  stock  po  destroyed  to  be  made  -to  any  person ;  payment  there- 
for to  be  made  from  the  appropriation,  "  Support  of  Sioux,  diffei'eut  tribes,  sub- 
sistenc'e  and  civilization,  1897." 

In    this   connection    I   would   respectfuliy   add   that   similar   authority    was 
irranted  in  Department  letter  of  April  .3,  1898. 
Very  respectfully, 

D.  M.  Browning,  Commissioner, 


Dep.\rtment  of  the  Interior, 

Washington,  April  ,9.  1H97. 
The  Commissioner  of  Indian  Affairs. 

Sir:  In  compliance  with  the  recommendation  contained  in  your  communica- 
tion of  the  6th  instant  authority  is  hereby  grauteil  for  the  agent  at  the  Cheyenne 
Hiver  Agency.  S.  Dak.,  to  expend  a  sum  not  excc»eding  $448,  or  so  much  thereof 
as  may  be  absolutely  necessary,  for  the  employment  of  a  competent  veterinary' 
surgeon,  at  not  to  exceed  $10  per  day  while  actively  engaged,  for  not  more  than 
fort>'  days,  and  for  his  transiwrtation  and  traveling  expenses  wliile  so  employtM. 
as  sjiecifled  In  your  letter,  fo  that  he  may  insi)ect  all  stock  on  tlie  reservation, 
whether  belonging  to  Indians  or  white  persons,  to  the  end  tliat  all  horses  suffer- 
ing with  the  **  glanders  "  may  l>e  killed  and  the  spread  of  the  disease  che<*ked. 
The  agent  is  also  granted  authority  to  destroy,  in  the  most  humane  manner,  all 
diseased  stock,  whether  belonging  to  the  agency.  Indians,  or  wliite  persons  re- 
siding on  the  reservation,  where  the  same  may  be  infected  or  suspected  of  l)eing 
infected,  in  order  to  stamp  out  said  disease,  as  re<iuested  in  the  agents  letter 
herewith  returned ;  payable  from  funds  applicable.  But  no  promise  of  compen- 
sation for  stock  so  destroyed  shall  be  made  to  any  iierson. 
Verj'  respectfully. 

Thos.  Ryan, 
First  Assistant  Secretary. 
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Depaktment  of  the  Interior.  Obtice  of  Indian  Affairs, 

Wafthinototi,  April  i.J,  1897, 
Peter  Couch  man, 

I'nitcd  States  Indian  Agent, 

Cheyenne  River  Agency,  S.  Dak. 
Sir:  You  are  hereby  advised  that  authority  has  been  granted  for  you  to 
expend  a  sum  not  exceeding  $448,  or  so  much  thereof  as  may  be  absolutely 
necessary,  as  follows: 

Employment  of  a  competent  veterinary  surgeon,  at  not  to  exceed  $10  per 
day  while  actually  engaged  in  the  performance  of  his  official  duties,  to 
travel  over  the  reservation  and  Inspect  horses  belonging  to  Indians  and 
white  i>ersons  thereon,  to  the  end  that  all  horses  suffering  with  the 

glanders  may  be  killed  and  the  spread  of  the  disease  che<'lced $400 

Transportation  of  said  surgeon  to  and  from  the  agency,  at  not  to  exceed. .         8 
Expenses  of  said  surgeon  while  traveling  over  the  reservation  in  the  dis- 
charge of  his  official  duties,  at  not  to  exceed  $1  per  day 40 

448 

Authority  has  also  been  grantetl  for  you  to  destroy,  in  the  most  humane 
manner,  all  diseased  stock,  whether  belonging  to  the  agency,  tlie  Indians,  or 
white  persons  residing  on  the  reservation,  where  said  sto<*k  may  be  infected 
with  the  glanders,  or  suspicion  of  being  infected,  in  order  to  stamp  out  said 
disease,  but  no  promise  of  compensation  for  sto<*k  so  destroyed  shall  be  made 
to  any  i)erson. 

Very  respectfully,  Thos.  P.  Smith, 

.4  eting  Co  mm  iss  io  ner. 


Cheyenne  River  Agency.  S.  Dak.,  July  SO,  1897. 

The  Commissioner  of  Indian  Affairs, 

Washington^  D.  C. 

Sir:  I  have  the  honor  to  submit  the  following  report  relative  to  the  condi- 
tion of  horses  on  this  reservation  which  I  have  been  called  to  examine  by  the 
United  States  Indian  agent,  Peter  Couchman.  I  find  glanders  in  every  part  of 
the  reserve  where  the  It  brand,  which  is  the  Rousseau  brand,  has  been  sold  or 
where  said  Rousseau  horses  range.  1  also  And  that  9  out  of  every  10  horses 
ranging  with  the  Rousseau  horses  belonging  to  other  parties  are  diseasetl  and  I 
have  destroyed  them.  This  is  the  first  time  I  have  been  able  to  gather  all  the 
Rousseau  horses  and  make  a  thorough  examination.  I  have  killed  out  of  said 
bunch,  which  numbers  between  000  and  700  head,  about  200.  I  have  learned 
from  good  authority  that  this  disease  has  prevailed  in  this  bmich  for  the  last 
twenty  years,  and  if  it  is  not  checked  by  destroying  the  entire  brand  of  Rous- 
seau horses  it  will  be  only  a  question  of  a  few  years  when  there  will  not  be  a 
horse  on  this  reserve  that  will  be  free  from  this  disease. 

I  will  admit  that  it  looks  like  a  hardship  to  destroy  so  large  a  number  of 
horses  belonging  to  one  i)ersou,  ])ut  I  gave  him  tlie  privilege  of  calling  upon 
any  other  competent  veterinarian  to  examine  them  for  the  purpose  of  satisfying 
himself  that  tliere  is  no  mistake  or  doubt  as  to  all  of  his  horses  being  infected 
with  the  disease,  and  If  I  had  been  able  to  round  them  up  earlier  I  could  not 
have  done  otherwise  than  to  have  proceeded  with  the  slaughter.  It  has 
been  reported,  and  I  have  reason  to  l»elieve,  that  these  horses  have  been 
**  switched "  from  place  to  place  for  the  purix>se  of  avoiding  inspection,  and 
under  the  circumstances  it  was  impossible  to  get  at  them  any  sooner. 

I  therefore  condemn  and  recommend  that  the  entire  brand  known  as  the 
"  R  "  brand  and  belonging  to  Rousseau  be  kllletl. 

Very  rc»spectfully.  J.  W.  Elliott. 


Department  of  the  Interior,  Office  of  Indian  Affairs. 

Washington.  August  2i,  1897. 
Peter  Couchman, 

United  States  Indian  Agent,  Cheyenne  River  Ageney.  S.  Dak. 
Sir  :  I  inclose  herewith  a  communication  from  .1.  W.  Elliott,  dated  Cheyenne 
River  Agency,  S.  Dak,  July  30.  1897,  and  addressed  direct  to  this  ofRce,  rec- 
ommending that  all  horses  bearing  the  "  R ''  brand  on  the  reservation  under 
jour  charge  and  belonging  to  one  Rousseau  be  killed  for  reasons  stated. 
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Mr.  Elliott's  letter  is  referred  to  you  for  your  information  and  report. 

In  this  connection  your  attention  is  invited  to  office  letter  of  April  14,  1897, 
wherein  you  were  advised  that  authority  had  been  granted  you  by  the  honor- 
able Secretary  of  the  Interior  "to  destroy  in  the  most  humane  manner  all 
diseased  stock,  whether  belonging  to  the  agency,  the  Indians,  or  white  per- 
sons residing  on  the  reservation,  where  said  stock  may  be  infected  with  the 
glanders  or  susi)icloii  of  being  infected,  in  order  to  stamp  out  said  disease ;  but 
no  promise  of  compensation  for  stock  so  destroyed  shall  be  made  to  any 
I^erson." 

As  Mr.  Elliott  reports  the  diseased  stock  of  said  Rousseau  on  the  reserve,  the 
authority  as  granted  by  the  Department  would  seem  to  cover  the  case  in 
question. 

Return  Mr.  ElIiott*s  letter  with  reports  of  your  views  and  actions  in  the 
matter. 

Very  respe<*tfully,  Thos.  P.  Smith, 

Acting  Commiaaioner. 


Cheyenne  River  Agency,  S.  Dak.,  September  6,  1897. 
The  CoM.\ttS8ioNEB  OF  Indian  Affairs, 

Waahingtofi,  1).  C. 

Dear  Sib:  Replying  to  office  letter.  I  have  the  honor  to  state:  Since  Doctor 
Elliot's  report  to  you,  dated  July  30,  1897,  Mr.  Rousseau  has  procured,  at  his 
own  exi)ense,  the  services  of  an  army  veterinary  from  Fort  Mead,  one  Doctor 
Treacy. 

After  making  his  investigation,  this  Doctor  Treacy  called  on  me  and  reiwrted 
that.  In  his  oi)inion,  the  "  R "  brand — that  is,  the  Rousseau  horses — were 
healthy. 

Now.  frt)m  all  the  information  I  have  been  able  to  gather  since  I  have  been 
here,  lK>th  on  and  off  the  reservation,  I  am  of  the  opinion  that  Doctor  Elliot's 
reiwrt  is  the  correct  one.  I  know  Doctor  Elliot,  both  from  common  report  and 
from  my  personal  knowledge  of  him,  to  be  eminently  well  qualified  to  report  on 
cases  of  this  kind. 

Now.  inasmuch  as  these  doctors  disagree,  1  would  recommend  that  in  case 
you  have  a  veterinary  on  whose  judgment  you  can  rely  you  send  him  out  to 
make  a  further  examination,  either  associated  with  Doctor  Elliot  or  alone,,  as 
you  may  see  fit. 

In  case  you  have  no  such  man  I  would  suggest  that  I^.  C.  Karn,  V.  S.,  of 
Webster,  S.  Dak.,  who  is  a  resident  of  this  State  and  who  has  the  reputation 
of  being  a  competent  veterinary,  be  called  in  to  make  a  further  rejwrt  on  the 
case,  either  in  consultation  with  Doctor  Elliot  or  alone,  as  your  judgment  may 
dictate. 

There  is  much  property  involved,  and  as  long  as  there  is  a  doubt  or  ques- 
tion as  to  the  condition  of  the  horses  I  would  recommend  this  course. 
Very  truly, 

Peter  Couch  man, 
Inited  Staten  Indian  Agent. 


Department  of  the  Interior. 

Office  of  Indian  Affairs, 
Washington,  October  6,  1897. 
The  Secretary  of  the  Interior. 

Snt:  From  the  inclosed  corresi)ondence  it  appears  that  "glanders"  still  exist 
among  horse.^  on  the  Cheyenne  River  Reservation,  S.  Dak.,  but  in  view  of  the 
fact  that  J.  W.  Elliott,  veterinary  surgeon,  and  Doctor  Treacy,  an  army  veterinary 
surgeon  from  Fort  Mead,  disagree  as  to  glanders  existing  among  horses  on  said 
reservation  stamped  with  "  R "  brand  and  belonging  to  one  Rousseau,  I 
have  the  honor  to  recommend  that  authority  be  granted  for  the  United  States 
Indian  agent  at  the  Cheyenne  River  Agency,  S.  Dak.,  to  exi)end  such  sum  as  may 
be  absolutely  necessary  in  the  employment  of  L.  C.  Karn,  veterinary  surgeon,  of 
Webster,  S.  Dak.,  at  lowest  obtainable  rate,  not  to  exceed,  however.  $10  per  day 
and  traveling  exi)en8es,  in  going  to  the  reservation,  while  on  the  reserve  in  the 
discharge  of  his  official  duties,  and  in  returning  to  his  home,  In  order  that  said 
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Kiirgeon  may  mnke  a  cnrefiil  examination  of  all  horses  on  the  reservation 
stamped  with  the  brand  "  R  **  and  belonging  to  said  Rousseau,  and  provided 
Surgeon  Knrn  is  of  same  opinion  as  expressed  in  report  of  Doctor  Elliott  (here- 
with transmitted)  that  the  agent  take  immediate  stejis  to  destroy  in  the  most 
humane  manner  the  entire  herd  of  horses  stamped  with  the  **  R  "  brand  and  be- 
longing to  said  Rousseau,  to  the  end  that  said  disease  may  be  effectually 
stami)ed  out,  but  no  promise  of  compeustvtlon  for  stock  so  destroyed  to  be  made 
to  said  Rousseau  of  any  other  |)erson,  payment  therefor  to  be  made  from  appro- 
priation "  Support  of  Sioux,  different  tribes,  subsistenc*e  and  civilization,  1898.*' 
Very  respectfully, 

A.  C.  ToNNER.  Acting  CommisHioncr, 


Department  of  the  Interior, 

Washington,  October  7,  1H91. 
The  Commissioner  of  Indian  Affairs. 

Sir:  In  compliance  with  the  recommendation  contained  In  your  communica- 
tion of  the  Gth  Instant,  authority  is  hereby  granted  for  the  United  States 
Indian  agent  at  the  Cheyenne  River  Agency,  S.  Dak.,  to  expend  such  sum  as 
may  l)e  absolutely  necessary  in  the  employment  of  L.  C.  Karn,  veterinary 
surgeon,  of  Webster,  S.  Dak.,  at  lowest  obtainable  rate,  not  to  exceed,  however, 
^30  per  day  and  traveling  expenses  In  going  to  the  reservation,  while  on  the  re- 
serve In  the  discharge  of  his  official  duties,  and  In  returning  to  his  home,  in  order 
that  said  surgeon  may  make  a  careful  examination  of  all  horses  on  the  reser- 
vation stamped  with  the  brand  of  "  R  "  and  belonging  to  one  Rousseau,  sup- 
posed to  be  lnfec»ted  with  glanders,  and  provided  Surgeon  Karn  Is  of  the 
same  opinion  as  expressed  In  report  of  Doctor  Elliott  (herewith),  for  the 
agent  to  take  Immediate  steps  to  destroy,  in  the  most  humane  manner,  the 
entire  herd  of  horses  stamped  with  the  **  R "  brand  and  belonging  to  said 
Rousseau,  to  the  end  that  the  disease  may  be  effectually  stamped  out;  but  no 
promise  of  pay  for  stock  so  destroyed  to  be  made  to  said  Rousseau  or  any 
other  person,  payable  from  funds  applicable. 

Very  re8i>ectfully,  C.  N.  Bliss,  f^ecretary. 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  October  IS,  1897. 
Peter  Couchman, 

United  States  Indian  Agent,  Cheyenne  Rii^ei'  Agency,  S.  Dak, 
Sir:  In  view  of  the  statement  made  In  your  report  of  September  G  last,  you 
vA'e  hereby  advised  that  the  honorable  Secretao'  of  the  Interior  has  granted 
you  authority  to  exi)end  such  sum  as  may  be  absolutely  necessary  In  the  em- 
ployment of  L.  C.  Karn,  veterinary  surgeon,  of  Webster,  S,  Dak.,  at  lowest 
obtainable  rate,  not  to  exceed,  however,  ^10  per  day  and  traveling  expenses  In 
going  to  the  reservation,  while  on  the  reserve  in  the  discharge  of  his  official 
duties,  and  In  returning  to  his  home.  In  order  that  said  surgeon  may  make  a 
careful  examination  of  all  horses  on  the  reservation  stami)ed  with  the  brand 
"  R  "  supposed  to  be  Infected  with  glanders,  and  belonging  to  one  Rousseau, 
and  provided  Surgeon  Karn  Is  of  same  opinion  as  expressed  in  report  of  Etoctor 
Elliott,  dated  July  30,  1897,  that  you  take  Immediate  steps  to  destroy.  In  the 
most  humane  manner,  the  entire  herd  of  horses  stamped  with  "  R  "  brand  and 
belonging  to  said  Rousseau,  to  the  end  that  said  disease  may  be  effectually 
stami)ed  out ;  but  no  promise  of  pay  for  stock  so  destroyed  to  be  made  to  said 
Rousseau  or  any  other  person. 

Very  respectfully.  A.  C.  Tonner, 

Acting  Commissioner, 


Cheyenne  River  Aoenct'.  S.  Dak,, 

November  SO,  1897. 
The  Commissioner  of  Indian  Affairs, 

Washington,  7).  C, 
Sir:  I  have  the  honor  to  transmit  herewith  the  report  of  L.  C.  Karn,  veteri- 
nary surgeon,  of  Webster,  S.  Dak.,  relative  to  the  result  of  his  inspection  of  the 
"  R  "  brand  of  horses  on  this  reservation,  from  which  it  will  be  observed  that  he 
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pronounces  the  entire  herd  of  said  horses  as  being  glandered.  In  this  connec- 
tion I  desire  to  state,  in  view  of  said  veterinarj'*s  report  and  in  order  to  carry 
out  the  instructions  contained  In  your  letter  of  Octoi3er  13  last,  relative  to  this 
matter,  that  a  very  considerable  expense  will  necessarily  be  incurred  to  properly 
dis])ose  of  so  large  a  number  of  carcasses.  Objection  would  be  urged — and  well 
taken,  I  think — ^to  their  being  dumped  into  the  Missouri  River,  or  any  other 
stream,  so  that  burial  or  cremation  must  be  resorted  to,  and  I  believe  the  latter 
would  be  the  more  effective,  though  perhaps  a  little  more  expensive  than  the 
former.  Moreover,  the  former  would  be  almost  impracticable  at  this  season  of 
the  year,  when  the  ground  is  frozen  so  hard  as  it  is  now. 

In  either  case  quite  a  considerable  amount  of  labor  will  be  involved,  besides 
requiring  a  large  quantity  of  wood  in  the  event  of  cremation,  which,  however, 
can  be  purchased  from  Indians  at  $4  per  cord.  I  would  therefore  respectfully 
recommend  that  I  be  authorized  to  expend  in  the  purchase  of  wood  and  labor, 
for  the  purpose  of  cremating  the  said  "  R  "  brand  of  condemned  horses,  a  sum 
not  exceeding  ^1  per  head  for  each  animal  so  destroyed. 

I  also  request  that  I  be  authorized  to  expend  the  further  sum  of  $24  in  the 
open-market  purchase  of  1,500  Winchester  .44-callber,  central-fire  cartridges, 
for  use  in  shooting  the  condemned  horses.  These  cartridges  will  i3e  required  In 
either  event,  whether  burial  or  cremation  is  resorted  to,  in  addition  to  those 
asked  for  In  my  annual  estimate,  for  use  of  police  and  In  the  slaughter  of  beef 
cattle,  during  the  current  fiscal  year. 

Very  respectfully,  Peter  Couchman, 

United  States  Indian  Agent. 


Cheyenne  River  AoENCi',   S.  Dak., 

Webster,  S.  Dak,,  November  27,  1897. 
Dear  Sir:   Under  examination  locally  and  microscopically,   I  diagnose  the 
horses  marked  with  the  "R"  brand,  on  Cheyenne  Reservation,  S.  Dak.,  prop- 
erty of  one  Mr.  R.  Rousseau,  glandered. 

Respectfully,  yours,  D.  C.  Karn,  V.  8., 

Webster,  S.  Dak. 


Cheyenne  River  Agency,  S.  Dak.,  December  3,  1897. 
The  Commissioner  of  Indian  Affairs, 

Washington,  D.  C. 
Sir:  I  have  the  honor  to  inclose  herewith  a  communication,  which  I  am 
Just  in  receipt  of,  from  L.  C.  Karn,  veterinary  surgeon,  of  Webster,  S.  Dak., 
relative  to  microscopical  tests  and  work  done  by  him  for  tlie  purpose  of  ascer- 
taining whether  or  not  the  "R"  brand  of  horses  on  this  reservation  are 
diseased  with  the  glanders,  and  for  which  tests  so  made,  and  for  work  inci- 
dental thereto  he  presents  the  inclosed  account  and  claims  iiay  for  five  days' 
4abor,  at  $10  per  day,  amounting  to  $50 — this  in  addition  to  the  thirteen  days, 
at  same  rate,  for  work  in  this  connei'tlon  while  on  the  reservation,  and 
reiwrted  In  my  report  of  Irregular  employees  for  the  month  of  November  last. 
I  therefore  respectfully  submit  the  said  account  to  your  office  for  consideration 
and  such  action  as  may  be  deemed  necessary  in  the  premises.  I  make  no 
recommendation  In  this  matter,  for  the  reason  that  I  informed  Doctor  Karn 
that  he  would  be  allowed  $10  per  day  for  the  time  actually  employed  on  the 
reservation  in  making  the  necessary  examination,  and  presumed  that  the 
thirteen  days  claimed  by  him  covered  all  time  for  professional  service  in  this 
eounectlon. 

Very  respectfully,  Peter  Couchman, 

United  States  Indian  Agent. 


WEBSTER,  S.  Dak.,  Xovember  SO,  1897. 
Mr.  1*ETER  Couchman, 

Agetit,  Cheyenne  River  Agency,  S.  Dak. 
Dear  Sir:    I  trust  you  have  received  my  reiwrt  ere  this  and  that  It  will 
prove  satisfactory  to  you.    No  doubt  you  may  Imagine  I  have  taken  a  long 
time  In  reporting  my  diagnosis,  but  the  disease  has  undergone  five  different 
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tests,  whlcti  have  taken  a  great  deal  of  work  and  time;   hence  the  delay, 
tests  are  as  follows: 

(1)  Local  observation  and  examination  of  diseased  horses.  (2)  DIscha 
from  nostril  under  microscope.  (3)  Culture  of  discharge  under  microscc 
(4)  Discbarge  injected  into  a  field  mouse  and  examination  of  viscera  ;  inspw 
the  same.  (5)  Glands  taken  from  mouse  and  serum  of  the  same  cultured  i 
examined  under  microscope  and  result  reveals  glanders. 

I  also  inclose  my  extra  account  for  work,  which  in  all  is  five  days  of  act 
work.     This  work  that  I  have  done  microscopically  has  been  a  tedious  task,  i 
I  think  1  am  entitled  to  my  extra  pay.     With  kind  wishes  I  remain, 
Respectfully,  yours, 

L.  r.  Kark 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  December  IS.  189' 
The  Secretary  of  the  Interior. 

Sir:  Under  date  of  October  7,  1897,  the  Department  granted  authority 
the  United  States  Indian  agent  at  the  Cheyenne  River  Agency,  S.  Dak., 
expend  such  sum  as  may  be  absolutely  necessary  in  the  employment  of  L 
Karn,  veterinary  surgeon,  of  Webster,  S.  Dak.,  at  lowest  obtainable  rate, 
to  exceed,  however,  $10  per  day  and  traveling  exi)ens(>s  in  going  to  the  rcsei 
tlon,  while  on  the  reserve  in  the  discharge  of  his  ofHcial  duties,  and  In  reti 
ing  to  his  home.  In  order  that  said  surgeon  might  make  a  careful  examinal 
of  all  horses  on  the  reservation  stami>ed  with  the  brand  **  R  "  and  belonging 
one  Rousseau,  and  provided  Surgeon  Karn  was  of  same  opinion  as  expressec 
report  of  Doctor  Elliott  (that  all  horses  with  the  "  R  "  brand  were  glanden 
that  the  agent  take  innnediate  steps  to  destroy  in  tlie  most  humane  man 
the  entire  herd  of  horses  stamped  with  the  "  R ''  brand  and  belonging  to  i 
Rousseau,  to  the  end  that  the  disease  may  be  effectually  stamped  out :  but 
promise  of  compensation  for  stock  so  destroyed  is  to  be  made  to  said  Rouss 
or  to  any  other  person. 

I  now  have  the  honor  to  transmit  herewith  two  communications  from  j 
agent — one  inclosing  account  of  Surgeon  Karn  for  .$50,  for  five  days'  mi 
sc^oplcal  work  on  the  horses  stamped  with  the  brand  "  R,"  at  $10  per  day  (Iw 
in  addition  to  the  thirteen  days'  labor  i)erformed  by  him  on  the  reservation  ur 
said  Department  authority  of  October  7.  1897),  and  the  other  inclosing  the 
port  of  said  surgeon,  which  shows  the  horses  marked  with  the  **  R  "  brand 
the  reservation  to  have  the  glanders,  and  requesting  authority  to  dispose  of 
animals  after  being  killed. 

In  view  of  all  the  facts  in  the  case  I  would  resi)ectfully  recommend  1 
authority  be  granted  the  United  States  Indian  agent  at  the  Cheyenne  R 
Agency,  S.  Dak.,  to  expend  such  sum  as  may  be  absolutely  necessary  in  hai 
condemned  "  R  "  brand  horses  cremated  at  lowest  obtainable  rate,  not  to 
ceed,  however,  $1  i)er  head  for  each  animal  so  destroyed — this  price  to  incl 
all  labor  and  wood  necessary ;  also  that  authority  be  granted  the  agent  to  exp 
a  further  sum,  not  exceeding  $74,  in  the  following  manner : 

Payment  to  L.  C.  Karn,  V.  S.,  for  five  days'  microscopical  work  on  the 
horses  belonging  to  one  Rousseau,  on  the  Cheyenne  River  Reserve,  in 
order  to  determine  definitely  whether  .said  horses  (stami)ed  with  the 
**  R  "  brand)  were  afflicted  with  the  glanders,  at  $10  i)er  day $r>( 

Purchase  of  1,500  cartridges,  "  Winchester,"  .44-callber,  c^entral  fire,  re- 
quired for  immediate  use  in  shooting  the  condemned  horses  on  the 
Cheyenne  River  Reserve,  at  not  to  exceed 2- 

74 

Payment  therefor  to  l)e  made  from  appropriation :  "  Support  of  Sioux,  dil 
ent  trll)es,  subsistence  and  civilization.  1898." 

Very  respectfully,  W.  A.  Jones,  Commissione 
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Department  of  the  Interior, 
Washington,  December  11,  1897. 
The  Commissioner  of  Indian  Affairs. 

Sir:  In  compliance  with  the  re(»omniendntion  contained  in  your  communica- 
tion of  the  18th  instant  authority  is  hereby  granted  for  the  agent  at  the  Chey- 
enne River  Agencj',  R.  Dalv.,  to  exi)end  such  sum  as  may  be  absolutely  neces- 
sary in  having  ctmderaned  "R"  t)rand  horses  (referred  to  in  Department 
authority-  of  October  7  last)  cremated  at  lowest  obtainable  rate,  not  to  exceed, 
however,  fl  per  head  for  each  animal  so  destroj-ed,  this  priw  to  include  all 
labor  and  wood  necessarj' ;  also  to  exi)end  a  further  sum  not  exceeding  $74  in 
the  following  manner: 

Payment  to  L.  C.  Karn,  V.  S..  for  five  days'  microscopical  worlc  on  the 
horses  l>elonging  to  one  Rousseau,  on  the  Cheyenne  River  Reserve,  in 
order  to  determine  definitely,  whether  said  horses  (8tami)ed  with  the 
"R  "  brand)  were  afflicted  with  the  glanders,  at  $10  per  day $50.00 

Purchase  of  I.0OO  cartridges.  "  Winchester,"  44  caliber,  central  firei  re- 
quired for  iuunediate  use  in  shooting  the  condemned  horses  on  Cney- 
enne  River  Reserve,  at  not  to  exceed 24.00 


74.00 
Payment  therefor  to  be  made  from  funds  applicable. 
Papers  submitteil  are  herewith  returned. 

Very  resp^'ct fully,  Thos.  Ryan, 

First  Assistant  Secretary. 


Department  of  the  Interior.  Office  of  Indian  Affairs. 

Washington,  December  28,  1897. 
Peter  Coi'chman, 

In  it  I'd  States  Indian  Agent,  Cheyenne  River  Agency,  S.  Dak. 
Sir  :  You  are  hereby  advised  that  the  honorable  Secretiiry  of  the  Interior  has 
granted  you  authority  to  exi)end  such  sum  as  may  be  absolutely  necessary  in 
having  condemned  "  R  "  brand  of  horses  (referred  to  in  office  letter  of  October 
13,  lSf)7)  cremated,  at  lowest  obtainable  rate,  not  to  excee<l.  however.  $1  per 
head  for  each  animal  so  destroyed,  this  price  to  include  all  labor  and  w^ood 
necessary. 

Authority  has  also  l)een  granted  for  yon  to  exi)end  a  further  sum,  not  exceed- 
ing $74.  as  follows : 

Payment  to  L.  C.  Karn.  veterinary  surgeon,  for  five  days'  microscopical 
work  on  the  horses  belonging  to  one  Rousseau,  on  the  Cheyenne  River 
Reserve,  in  order  to  determine  definitely  whether  said  horses  (stampe<l 
with  the  **  R  "  brand)  were  afflicted  with  tlie  glanders,  at  $10  per  day.  $50. 00 

Purchase  of  1.5<K>  cjirtridges,  **  Winchester/'  .44  caliber,  central  fire,  re- 
quiretl  for  immediate  use  in  shooting  the  condemned  horses  on  tlie 
Cheyenne  River  Reserve,  at  not  to  exceed 24.00 


Total 74.00 

This  matter  was  the  subject  of  your  letters  of  November  liO  and  December  3 
last 
Surgeon  Karu*s  account  is  herewith  returned. 
Very  respectfully, 

W.  A.  Jones,  Commissioner. 


United  States  Senate, 
Washington,  />.  C,  January  22, 1898. 
The  Commissioner  of  Indian  Affairs. 

Dear  Sir  :  I  inclose  a  telegram  about  which  I  telephoned  you  this  afternoon. 
I  asked  that  this  order  be  suspended  for  further  investigation.  I  know  these 
parties,  and  I  think  the  order  should  be  suspended,  as  they  request.  Will  you 
please  telegraph  Agent  Couchman  to  the  effect? 

Very  respectfully,  yours,  R.  F.  Pettiorew. 
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Pierre,  S.  Dak.,  January  21,  IHi 
Hon.  R.  F.  Pettigrew,  Senate: 

An  order  has  been  Issued  by  Indian  Office  or  Secretary  Interior  ordering  ' 
brand  of  horses  on  Cheyenne  River  Agency,  S.  Dak.,  immediately  liilled.    (' 
Rousseau  has  just  lieard  of  this  order  and  has  had  no  time  to  api)ear  and  i 
erroneous.     Have  this  order  susi)ended  by  wire  to  Major  Couchman,  a 
C'heyenne  River  Agencj-.  S.  Dak.,  for  a  few  days,  to  enable  Rousseau  to 
horses  further  examined.     Government  Surgeon  Treacy,  at  Fort  Fort,  S.  ] 
after  thorough  examination,   reiwrts  to  Rousseau  that  horses  are  free 
glanders.    We  have  other  surgeons  coming  and  want  time  for  examination, 
can  do  no  harm,  and  will  save  to  Rousseau  all  the  proi)erty  she  has,  v 
$25,000.    Answer  my  exi)ense. 

John  F.  Hugh 


.  [Telegram.] 

Department  of  the  Interior.  Office  of  Indian  Affairs, 
Washington,  D,  C.  January  22,  IS 
Couchman, 

Agent  Cheyenne  River  Agency^  8,  Dak,: 
Suspend  order  to  destroy  glandered  horses  of  "  R  "  brand  until  further  oi 

W.  A.  Jones,  Com  miss iot 


Department  of  the  Interior,  Office  of  Indian  Affairs, 

Washington,  January  22,  i^ 
Hon.  R.  F.  Pettigrew, 

United  States  Senate, 
Sir:  In  compliance  with  your  request  of  this  date,  based  upon  a  telegrj 
John  F.  Hughes,  of  Pierre,  S.  Dak.,  I  have  telegraphed  the  United  States  I 
agent  at  Cheyenne  River  Agency,  S.  Dak.,  to  suspend  the  destruction  of  p 
ered  horses  of  **  R  "  brand  until  further  orders.  As  Mr.  Hughes 'asks  thji 
order  be  susi>ended  for  a  few  days  only.  I  have  telegi*aphed  Agent  Coucl 
with  the  understanding  that  the  susjiension  shall  be  for  a  very  brief  p 
unless  it  can  be  clearly  shown  that  the  order  is  erroneous. 
Very  respectfully, 

W.  A.  Jones,  Commd^sioi 


Pierre,  S.  Dak.,  January  27,  ii 
The  Commissioner  of  Indian  Affairs. 

Washington,  D,  C, 
Sir:  We  have  the  honor  to  transmit  herewith  the  i)etition  of  Mrs.  F 
Rousseau  concerning  the  "  R "  brand  horses  on  the  Cheyenne  River  I 
Reservation,  which  were  ordered  killed  for  being  glandered,  and  which 
has  been  by  your  letter  of  January  22,  1898,  suspended  temiwrarlly.  If 
the  opportunity  i)etitioned  for  we  are  satisfied  that  we  shall  convince  yoi 
the  order  to  kill  the  horses  is  based  on  reports  that  are  false  and  erroneoi 
Very  respectfully, 

Shunk  &  Hughes. 
Attorneys  for  Esther  Rousm 


State  of  South  Dakota,  County  of  Hughes,  ss: 

J.  W.  Williams,  being  first. duly  sworn,  on  oath  says: 

That  he  now  resides  at  White  Horse  Camp,  on  the  Moreau  River,  o 
Cheyenne  River  Indian  Reservation,  and  is  familiar  with  the  "R"  bra 
horses,  and  the  siime  descril)ed  in  the  order  of  the  honorable  (^ommissioi 
Indian  Affairs  to  kill  and  destroy  said  "R"  brand.  That  I  have 
acquainted  with  said  horses  for  the  term  of  fifteen  years.  Your  affiant  fi 
says  that  on  his  way  to  Pierre,  S.  Dak.,  and  on  January  24,  1898,  at  the 
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and  cH>rral  of  Fred  I^  Plant  on  said  reservation,  he  saw  and  looketi  through  a 
buneh  of  about  20  head  of  said  "  R  "  brand  of  horses.  That  at  said  time  and 
plaiv  he  first  beard  of  the  order  to  destroy  said  horses,  and  by  reason  thereof 
lie  Iooke<l  tbrougrh  said  buncli  of  horses  carefully,  and  could  not  find  or  discover 
any  evidence  or  indications  of  glanders  nor  any  other  disease.  That  said 
horses,  and  all  of  them,  looked  health^'  and  were  apparently  sound.  That  your 
affiant  has  been  engaged  in  raising  and  handling  horses  for  more  than  thirty 
years. 

J.  W.  Williams.  ' 
Subscribed  and  sworn  to  before  me  this  27th  day  of  January.  1898. 

A.  C.  Brink; 
Xotary  Public^  South  Dakota. 


To  the  honorable  Commiftftioticr  of  Indian  Affairs,  Washington,  D.  C 

Your  petitioner,  Mrs.  Esther  Rousseau,  resi)ectfuliy  petitions  and  shows  to 
the  honorable  Commissioner  that  she  is  the  owner  of  about  600  head  of  horses, 
ranging  in  age  from  1  to  27  years,  the  said  horses  being  the  same  described  in 
the  order  to  kill  and  destroy  the  "  R  "  brand  of  horses  on  said  reservation 
issued  by  said  Commissioner. 

Your  petitioner  further  shows  that  the  actual  cash  value  of  said  horses 
included  in  said  order  is  not  less  than  the  sum  of  $2.'),000. 

Your  petitioner  further  represents  and  shows  to  the  honorable  Commissioner 
that  the  said  "  R  "  brand  of  horses  have  been  bred  and  raised  by  your  peti- 
tioner at  their  present  location,  or  in  the  vicinity  thereof,  and  are  the  result  of 
about  twenty  years*  labor  in  this  direction. 

Your  petitioner  further  shows  that  neither  at  this  time  nor  at  any  prior  time 
have  any  of  the  horses  of  said  petitioner  been  afflicted  with  the  glanders  or  any 
other  disease  similar  thereto  or  wMth  any  disease  whatsoever,  and  that  duriofr 
all  of  said  time  said  horses  have  been  sound  and  are  now  sound,  fat,  and  abso- 
lutely free  from  any  disease  whatsoever. 

Your  petitioner  further  represents  and  shows  that  at  no  time  has  she  been 
informed  nor  does  she  know  of  the  existence,  s(*ope,  and  extent  of  the  order  to 
kill  said  horses,  nor  of  the  facts,  reiwrts,  and  other  matters  which  form  the 
foundation  of  said  order,  except  what  has  come  to  her  indirectly  and  by  rumor : 
that  no  copy  of  said  order  or  of  said  reports  and  other  matters  have  ever  been 
served  on  her.  or  any  notice  whatever  of  them  given  to  her,  but  that  she  Is 
informed  and  believes  that  one  .7.  K.  Seckler  and  other  employees  of  the  agency 
bad  built  a  corral  and  made  all  preparations  for  the  destruction  of  said  horses, 
and  your  petitioner  believes  that  said  horses  would  have  been  destroyed  without 
notice  to  her  had  not  your  order  of  suspension  been  granted  herein. 

Your  petitioner  further  shows  that  she  is  Just  in  receipt  on  this  27th  day  of 
January.  1888,  of  your  letter  of  January  22,  1898,  addressed  to  the  Hon.  R.  F. 
Pettlgpew,  wherein  you  state  that  the  order  to  kill  said  horses  shall  be  sus- 
pended for  only  a  brief  period,  unless  it  can  be  clearly  sliown  that  the  snld 
order  to  kill  said  horses  is  erroneous. 

Your  petitioner  further  says  that  she  made  api)llcation.  through  her  agent  and 
attorneys,  to  Agent  Couchnian  for  permission  to  see  said  order  and  the  reports 
and  other  matters  on  which  the  same  was  based,  and  that  he  would  not  disclose 
said  order,  and  your  petitioner  infers  from  the  conversation  her  attorney  had 
with  the  agent  at  said  time  and  from  other  indirect  sources  that  the  said  order 
3S  based  on  the  reports  of  examinations  made  by  one  Elliott  and  one  Karn. 

Your  petitioner  further  represents  and  shows  to  the  honorable  Commissioner 
that  at  no  time  has  the  agent  at  said  agency  ever  personally  inspected,  exam- 
ined, or  seen  the  horses  descril>ed  in  said  order  to  kill,  and  that  this  fact  will  be 
admitted  by  the  agent  and  can  be  show^n  by  his  admissions  made  to  your  peti- 
tioner and  her  attorneys  and  to  divers  other  agents  and  employees  of  the 
reservation. 

In  regard  to  the  examination  of  said  horses  made  by  said  Elliott,  your  peti- 
tioner says  that  said  examination  was  superficial,  and  there  were  no  tests  use<i 
nor  any  means  taken  by  which  the  said  Elliott  rniuld  have  determined  that  said 
horses  were  afflicted  with  glanders;  that  he  only  si)ent  in  all  a  few  hours  in 
the  examination  of  the  bunch  of  horses  owned  by  ycmr  i)etitioner,  containing 
over  000  head ;  that  he  merely  threw  a  few  of  the  horses  and  looked  in  their 
nostrils;  that  he  used  no  instruments  nor  made  any  other  tests  whatever  by 
which  he  could  have  determined  that  the  horses  were  glandered. 
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That  In  regard  to  the  report  of  Veterinarian  Karn,  your  petitioner  wou 
that  he  apparently  carefully  examined  the  horses  of  your  petitioner  by  I 
ing  certain  fluids  in  the  neck  of  said  animals,  or  a  portion  thereof,  by  exaii 
the  mucus  taken  from  the  nostrils  of  said  animals,  or  a  portion  thereo: 
that  after  such  examination  made  as  aforesaid  that  said  Karn  then  and 
stated  to  your  i)etltioner  and  divers  other  and  different  persons,  partie 
to  one  of  the  farmers  of  said  reserv{y:ion,  to  one  Charles  Como,  Oscar  Ilou 
and  James  Anderson,  that  he  had  found  no  evidence  of  glanders  and  thf 
Elliott  had  certainly  made  a  mistake  in  the  matter ;  that  the  horses  liere 
killed  by  Mr.  Elliott  had  l>eeu  wrongfully  destroyed,  and  that  he  would 
and  give  to  your  i)etitioner  a  certificate  showing  that  the  horses  tRat  1 
amined  were  not  in  any  manner  or  form  afllicte<l  with  glanders  or  witl 
other  diseases,  and  that  the  same  were  sound  and  all  right. 

Your  petitioner  further  says  that  prior  to  the  examination  by  said  Kai 
hereinbefore  stated,  and  subsequent  to  the  examination  i)y  said  Elliott, 
petitioner  caused  said  bunch  of  horses  to  be  examined  by  one  Tracey,  wlui 
was  and  still  continues  to  lye  the  (Tovernment  veterinary  surgeon  at  Fort  AJ 
in  the  State  of  South  Dakota.  Your  petitioner  further  shows  that  said  T 
in  examination  of  said  bunch  of  horses  occupieil  eleven  days*  time,  wo 
continually  with  said  animals  from  0  oVlock  in  tlie  morning  until  nooi 
from  1  o'clock  until  (i  o'clock  in  the  afternoon.  Your  i)etitioner  further  says^ 
the  said  Tracey  use<l  and  oi>erated  with  all  the  tests  known  to  his  proft 
for  the  detection  of  the  disease  of  glandei's,  and  after  his  examination  as  i 
said  the  said  Tract\v  i)ronounc*ed  said  horses  free  and  c-lear  from  any  tra 
glanders  or  from  any  disease  whatever.  Your  i)etitioner  further  says  that 
such  examination  the  said  Tracey.  with  your  petitioner,  went  to  the  agency 
informed  the  agent  of  the  result  of  said  examination  as  hereinbefore  s 
and  requested  the  said  age»nt  that  said  Elliott  be  called  to  meet  said  Trace.\ 
that  they  would  then  again  examine  the  said  bunch  of  horses  that  there  i 
be  no  mistake  in  the  matter;  and  your  i)etitioner  further  represents  that 
Tracey  wrote  to  said  Elliott  for  the  purpose  of  arranging  a  meeting  foi 
examination  of  said  horses,  and  that  said  Elliott  wholly  refused 'to  meet 
Tracey  or  to  make  any  further  examination  of  said  horses. 

Your  i>etitioner  further  represents  that  since  the  granting  of  the  ordc 
Fuspend  the  order  to  kill  and  destroy  the  said  **  U  "  brand  of  horses  that 
requested  from  tlie  agent  permission   to  bring  upon  said  reservation  a 
petent  veterinarian  to  examine  wiid  Imnch  of  horses.  t\m\  that  said  perniij 
was  denied  until  said  agent  should  be  further  instructed  by  the  Departmen 

Your  petitioner  further  represents  that  she  is  willing  and  ready  to  |)r() 
the  attendance  of  any  veterinary  surgeon  who  may  be  accessible,  who  is 
petent  to  examine  said  horses,  and  will  give  said  horses  an  examination 
make  a  report  of  the  facts  as  they  exist,  uninfluenced  by  what  may  have 
said  and  done  heretofore  in  the  jiremises. 

Your  petitioner  further  petitions  the  Department  to  select  and  send  a  v< 
inary  surgeon  to  examine  such  horses,  and  most  respectfully  and  sincerely  i 
tions  that  some  surgeon  be  selected  who  resides  without  the  State  of  S< 
Dakota  and  wlio  will  not  be  influenced  by  the  position  taken  by  the  surgt 
who  have  heretofore  examined  said  horses. 

Your  petitioner  further  represents  that  said  horses  are  now  l)eing  c 
herded  on  the  range  immediately  adjacent  to  the  place  of  residence  of  your  i 
tioner,  and  that  your  i»etitioner  will  continue  to  herd  the  same  and  prevent  t 
commingling  with  other  hoi-ses  on  the  said  reserve  and  other  horses  conn 
gllng  with  them  during  the  time  newssarily  occupied  in  procuring,  having, 
conducting  the  examination  of  said  bunch  of  horses. 

Your  petitioner  further  represents  that  if  time  be  given  for  such  exaniinai 
she  will  conclusively  prove  to  the  honorable  Commissioner  that  the  order. 
rei>orts,  and  statements  on  which  said  order  was  based  are  totally  erront' 
and  false;  in  fact,  that  said  bunch  of  horses  are  totally  and  absolutely  1 
from  glanders  and  any  diseases  whatever. 

Your  petitioner  further  represents  and  shows  to  the  honorable  Coinmissuj 
that  she  is  a  mixed  l)l(K)d,  but  a  citizen  of  the  United  States  and  of  the  St 
of  South  Dakota;  tliat  she  is  entitled  to  all  the  righs  and  privileges  i)rovii 
for  under  the  act  of  Congress  of  June  7,  1897  (p.  90)  ;  that  none  of  tlie  lior 
Included  in  this  bunch  and  in  the  order  aforesaid  are  issue  horees,  but  are 
own  individual  proi)erty,  reared  by  herself,  and  your  i)etltioner  respectfi 
denies  the  jurisdiction  of  the  Department  of  the  Interior  to  malce  the  on 
aforesaid  or  to  make  any  order  looking  to  the  killing  and  destruction  of  s 
horses. 
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Your  petitioner  further  shows  that  prior  to  ohtaiuing  your  order  of  January 
22,  1898,  suspending  the  aforesaid  oi*der  to  kill  siiid  horses,  your  petitioner  had 
made  application  for  an  injunction  to  the  circuit  court  of  the  sixth  judicial 
circuit  of  said  State,  and  that  afterwards  said  injunction  was  jrranted  hy  said 
court  and  the  same  has  Ijeen  served  ui)on  the  agent  and  otht^r  ])ersons  that 
your  petitioner  was  informed  would  talse  part  in  the  killing  and  destruction  of 
said  horses. 

Your  petitioner  further  shows  and  represents  that  your  petitioner  and  her 
property  are  subject  to  the  laws  of  the  State  of  South  Dakota,  and  that  said 
laws  are  ample  for  the  destruction  of  said  horses  if  they  are  glandered  or 
afflicted  w^ith  any  certain  diseases,  and  your  petitioner  further  says  that  it  is 
not  her  desire  to  thwart  any  effort  to  kill  said  horses  if  they  are  found  glan- 
dered  or  afflicted  with  any  other  diseases  necessitating  their  destruction,  and 
that  all  she  desires  is  that  a  fair  examination  of  said  horses  be  made  and  that 
she  have  a  chance  to  be  heard  and  to  he  represented  at  such  examination,  and 
that  if  such  rights  and  privileges  be  accoixled  to  her  she  will  show  to  the  hon- 
orable Commissioner  that  said  order  is  based  upon  reports  which  are  abso- 
lutely and  totally  wrong  in  facts. 

Wherefore  your  petitioner  respectfully  prays  that  said  order  to  kill  and  de- 
stroy such  bunch  of  horses  reuniin  suspended  for  a  period  of  sixty  days  to 
enable  your  ijetitioner  to  have  a  further  examination  of  said  horses ;  that  your 
petitioner  during  said  period  be  allowed  to  take  uiwn  the  said  reservation  a 
competent  veterinary  surgeon  for  the  puri>ose  of  making  swh  examination  and 
r^>orting  to  the  honorable  Commissioner  the  results  thereof,  and  that  the  hon- 
orable Commissioner  appoint  some  competent  veterinary  surgeon  outside  of  the 
State  of  South  Dakota  to  make  an  examination  of  said  horses  at  a  certain  time 
and  place  and  that  your  petitioner  be  informed  of  such  time  and  place,  to  the 
end  that  justice  may  be  done  your  petitioner  and  her  proi)erty  be  protei'ted  and 
not  destroj^ed. 

SHUNK  &  HUOHES, 

Attorneys  for  Petitioner, 
State  of  South  Dakota,  County  of  Huyhes,  ss: 

Romauld  Rousseau,  being  first  duly  swoiii,  on  oath  says  that  he  is  the  hus- 
band and  agent  of  your  petitioner,  the  said  Esther  Rousseau,  and  that  he  is 
cx>nversaut  with  all  the  facts  stated  in  the  i>etitlon,  and  that  he  is  authorized  to 
make  and  makes  this  petition  on  behalf  of  the  siiid  petitioner,  and  that  the 
facts  therein  stated  are  true  to  his  own  personal  knowledge,  except  as  to  such 
matters  as  are  stated  on  information  and  belief,  and  as  to  such  matters  he  be- 
lieves them  to  be  true. 

R.  Rousseau. 

Sul>scribed  and  sworn  to  iH'fore  me  this  27th  day  of  January,  1898. 

A.  C.  Brink, 
Notary  PuhJie,  ISouth  Dakota. 


[Telegram.] 

Pierre,  S.  Dak..  Fchruary  5,  1898, 
The  Commissioner  of  Indian  Affairs. 

Washington  : 
Will  you  wire"  i)ermission  to  go  on  reservation  to  examine  Rousseau  horses. 
Agent  refuses  to  act  till  Instructed. 

Shunk  &  Hughes. 


Aberdeen,  S.  Dak.,  February  .),   1898. 
The  Commissioner  of  Indian  Affairs. 

Washington,  I).  C. 
Dear  Sib:  I  am  advised  by  the  agent  of  the  Cheyenne  Agency,  Hon.  Peter 
CcjQchman,  that  an  injunction  has  been  starved  on  him  restraining  him  from 
further  action  in  the  destruction  of  the  Rousseau  horses.  lie  also  states  that 
he  has  a  message  from  the  department  of  Indian  Affairs  at  Washington  to 
cease  further  action  in  the  killing  of  these  horses.  This  is  written  to  state 
my  position  in  the  matter. 
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In  the  fall  of  1804  I  was  called  to  examine  this  bunch  of  horses,  but  my 
being  limited  I  did  not  make  a  thorough  examination.  In  the  spring  of 
I  was  again  called,  and  spent  thirty  days,  but  again  was  unable  to  get  al 
horses  rounded  up  proi)erly.  1  was  then  satisfied  that  there  was  a  ct 
clique  of  men  keei)ing  the  stock  out  of  tlie  way,  so  that  it  was  impossil 
round  up  and  i)roperly  finish  the  work. 

In  1SJ>7  I  was  again  called,  and  this  time  succeeded  in  rounding  uj)  j 
nearly  all  of  that  brand  of  horses.  And  after  a  careful  and  thorough  exai 
tion  of  all  these  horses,  with  a  keen  sense  of  the  responsibility'  involved,  1 
forced  to  the  conclusion  that  there  was  nothing  to  do  in  this  case  but  t<; 
demn  the  whole  "  K  "  brand  of  horses.  My  Judgment  has  since  been  cf)i 
rated  by  Dr.  L.  C.  Karn,  who  is  a  graduate  of  Toronto  Veterinary  College. 

We  have  tested  the  virus  from  these  horses  by  all  the  different  tests  k 
to  the  profession,  and  are  prepared  to  sustain  our  ophiions  with  the  be 
proof  at  any  time.     There  is  no  doubt  about  this  disease  being  glanders. 

As  State  veterinarian  1  am  unable  to  cope  with  this  disease,  as  our  legisl 
faileil  to  make  any  apiiropriation  for  my  office.  And  as  these  horses  are 
Government  lands  and  under  the  jurisdiction  of  the  United  States  1  am  u 
to  reach  them. 

These  hoi>5es  are  being  spread  all  over  the  State,  infecting  the  sto<'k  ( 
sections,  and  1  consider  it  the  duty  of  the  (Jeneral  (rovernment  to  detail 
one  to  look  after  this  matter,  or  emijower  me  with  sufficient  authoriy  to  pr« 

I  shall  be  pleased  to  furnish  you  with  any  information  in  my  possess ioi 
to  cooi)erate  with  any  i)erson  you  may  ap[X)int  for  this  work. 
Very  resi)ect fully. 

J.  W.  Elliott.  V.   S., 
*S7o/c   Veterinari 


Department  of  the  Interior,  Office  of  Indian  Affairs, 

Washington,  February  12.  it 
The  Secrf;tary  of  the  Interior. 

Sir  :   Under  date  of  December  17,  1897,  the  Department  authorized  the  \ 
States   Indian  agent  in  charge  of  the  Cheyenne  River  Reservation,   S. 
to  punhasc  cartridges,  employ  labor,  etc..  incident  to  the  killing  and  creir 
of  **  R  "  brand  horses  on  said  reservation  suffering  from  glanders  and 
demne<l  by  two  c(»mi)etent  veterinary  surgeons  employed  by  the  agent  i 
proi)er   authority   from   the   Der>artment.     The  agent  of  the  Cheyenne 
Agency,  S.  Dak.,  subseciuently  took  the  necessary  stei>s  to  carry  out  the 
tions  of  the  Department. 

lender  date  of  January  22,  181)8.  Hon.  R.  F.  Pettigrew,  United  States  S« 
addressed  the  following  letter  to  this  Office : 

"  I  inclose  a  telegram  about  which  I  telei)honed  you  this  afternoon.  I  i 
that  this  order  be  suspended  for  further  investigation.  I  know  these  pi 
and  tiiiuk  the  order  should  be  suspended,  as  they  request.  Will  you  please 
graph  Agent  C'oucliman  to  that  effei-t?" 

The  telegram  referre<l  to  in  Senator  I*ettigrew's  letter  was  from  Jol 
Hughes,  dated  IMcrre,  S.  Dak.,  January  21,  181)8.  and  reads  as  follows: 

"An  order  has  been  issued  by   Indian  Office  or  Secretaiy  Interior  ord 
"  R  "  brand  of  horses  on  Cheyeinie  River  Agency,  S.  Dak.,  immediately  \\ 
Client  Rousseau  has  just  heard  of  this  order  and  has  had  no  time  to  appea 
show  erromH>us.    Have  this  order  suspended  by  wire  to  Major  Couchman, 
Cheyeiuie  River  Agency.   S.   Dak.,  for  few  daj's  to  enable  Rousseau  to 
horses  furtlier  examine<l.     (»overnment  Surgeon  Treacy.  at  Fort  Fort,  S. 
after  thorough  examination,   reports  to   Rousseau   that  horses  are  free 
glandei-s.     We  have  other  surgeons  coming  and  want  time  for  examini 
This  can  do  no  harm  and  will  save  to  Rousseau  all  the  proiierty  she  has,  ^ 
^25,(K)().     Answer  my  exi)ense." 

In  compliance  with  Senator  I*ettigrew's  request  the  following  telegram 
sent  to  Agent  Couchman  by  this  Office  on  the  22d  ultimo: 

**  Suspend  order  to  destroy  glandered  horses  of  "  R  "  brand  until  fu 
orders." 

The  following  letter  was  also  addressed  by  me  to  Senator  Pettigrew  oi 
same  date : 

**  In  compliance  with  your  request  of  this  date,  based  uinm  a  telegra 
John  F.   Hughes,  of  IMerre,    S.   Dak.,   I   have  telegraphed  the   United   i« 
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Indian  agent  at  Cheyenne  River  Agency,  S.  Dak.,  to  suspend  the  destruction  of 
glandered  horses  of  **R**  brand  until  further  orders.  As  Mr.  Hughes  asks 
that  the  order  be  suspended  for  a  few  days  only,  I  have  telegraphed  Agent 
Couchman  with  the  understanding  that  the  suspension  shall  be  for  a  very 
brief  period,  unless  it  can  be  clearly  shown  that  tlie  order  is  erroneous." 

I  now  have  the  honor  to  inclose  herewith  copy  of  a  letter  from  Messrs. 
Shunk  &  Hughes,  of  Pierre.  S.  Dak.,  attorneys  for  Mrs.  Esther  Rousseau,  the 
alleged  o^Tier  of  the  "  R "  brand  horses  ordered  kllleti ;  also  copy  of  Mrs. 
Rousseau^s  petition  praying  that  said  order  be  susi>ended  and  a  further  exam- 
ination made  of  her  horses,  for  reasons  set  forth  therein. 

I  also  inclose  a  copy  of  a  communication  from  J.  W.  Elliott,  State  veter- 
inarian for  South  Dakota  (who  made  the  first  examination  of  said  **  R  "  brand 
horses  and  recommended  the  destruction  of  the  entire  herd,  which  recommenda- 
tion was  subsequently  concurred  in  by  L.  C.  Karu,  veterinary  surgeon,  who 
made  an  additional  examination  of  said  brand  under  authority  from  the 
Department  dated  October  7,  1897).  setting  forth  fully  the  history  of  the  case, 
and  stating: 

'*  *  ♦  ♦  In  1897  I  was  again  called,  and  this  time  succeeded  in  rounding 
up  nearly  all  of  that  (Rousseau)  brand  of  horses,  and  after  a  careful  and 
thorough  examination  of  all  these  hoi^ses,  with  a  keen  sense  of  the  responsi- 
bility mvolved,  I  was  forced  to  the  conclusion  that  there  was  nothing  to  do  in 
this  case  but  to  condemn  the  whole  "  R  "  brand  of  horses.  My  judgment  has 
since  been  corrol)orated  by  Dr.  L.  C.  Karn,  who  is  a  graduate  of  Toronto 
Veterinary  College. 

**  We  have  tested  the  virus  from  these  horses  by  all  the  different  tests 
known  to  the  profession,  and  are  prepared  to  sustain  our  opinions  with  the 
best  of  proof  at  any  time.    There  Is  no  doubt  about  this  disease  being  glanders. 

**  As  State  veterinarian  I  am  unable  to  cope  with  this  disease,  as  our  legis- 
lature failed  to  make  any  ai)propriation  for  my  office.  As  these  horses  are 
upon  Government  lands  and  under  the  Jurisdiction  of  the  United  States,  I  am 
unable  to  reach  them. 

"These  horses  are  being  spread  all  over  the  State,  infecting  the  stock  of  all 
sections,  and  I  consider  it  the  duty  of  the  General  (Tovenimcnt  to  detail  some 
one  to  look  after  this  matter  or  emjwwer  me  with  sufficient  authority  to 
piweeii. 

**  I  shall  be  pleased  to  furnish  you  with  any  information  in  my  jwssession 
and  to  cooi>erate  with  any  person  you  may  appoint  for  this  work." 

In  this  connection  1  might  add  that  the  glanders  was  first  disi-overed  anjong 
horses  on  the  Cheyenne  River  Reserve  in  1891,  and  the  Department  has  from 
time  to  time  since  that  date  authorized  tlie  agent  In  charge  of  said  reserva- 
tion to  expend  large  sums  of  money  in  the  employment  of  veterinary  surgeons 
to  examine  and  kill  horses  afflicted  with  said  disease.  It  now  api^ears  that 
the  only  course  left  to  stamp  out  the  disease  from  the  reservation  is  to  destroy 
the  entire  "R"  brand,  as  authorized  by  tlie  Department. 

Before  taking  further  action  in  the  ju'emlses,  and  In  order  that  no  possible 
injustice  may  ]ye  done  the. owner  of  the  hordes.  I  have  to  resi)ei'tfully  recommend 
that  the  honorable  Secretary  of  Agriculture  be  retpiested  to  detail  a  competent 
l»er8on  from  his  Department  to  proceed  to  the  Cheyenne  River  Agency,  S.  Dak., 
and  make  a  rigid  and  careful  examination  of  all  horses  stami>ed  with  the  "  R  " 
brand  belonging  to  said  Rousseau.  And  as  the  interests  involved  are  very 
large,  I  also  recommend  that  the  honorable  Secretary  of  War  l)e  requested  to 
detJiil  some  competent  veterinary  surgeon,  who  shall  be  entirely  Independent  of 
any  bias  in  the  matter,  to  act  with  the  expert  from  the  Department  of  Agricul- 
ture. It  is  also  suggested  that  perhaps  the  matter  is  important  enougli  for  the 
Department  to  have  a  representative  of  its  own  to  assist  in  the  exjimination. 
When  the  examination  Is  completed,  the  exi)erts  selected  should  make  a  full 
report  in  the  matter,  accompanying  it  with  sucli  reconmiendations  as  tlie  case 
demands.     It  is  desirable  that  this  investigation  be  made  as  early  as  practicable. 

The  actual  and  necessary  traveling  exj^nses  of  the  i)ersons  detaileii  will  be 
jiaid  by  this  office  from  the  appropriation  "  Support  of  Sioux,  dlflferent  tribes, 
subsistence  and  civilization,  1898,"  uiK>n  presentation  of  proper  vouchers  (in 
duplicate)  with  subvouchers  attached. 

Very  respectfully,  A.  C.  Ton  neb. 

Acting  Com misn ion cr. 
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Committee  on  Education  and  Labor, 

United  States  Senate, 
February  9n  1 
The  Commissioner  of  Indian  Affairs,  City, 

Dear  Sir:  Penult  me  to  Invite  attention  to  a  letter  from  Aj?ent  Couc 
Clieyenue  Agency,  S.  Dak.,  which  I  hand  you  herewith.  I  know^  nothlnj? 
the  actual  facts  In  this  matter,  but  have  unbounded  confidence  in  the  jud 
and  honor  of  Mr.  Couchman.  I  know  him  to  be  a  most  conscientious  o 
and  I  believe  you  will  find  that  he  can  l>e  fully  relied  upon  in  all  matter 
taining  to  the  best  interest  of  the  service. 

Yours,  very  truly,  James  H.  K' 


Cheyenne  River  Agency.  S.  Dak.,  January  29,  1 
Hon.  James  H.  Kyle, 

United  States  Senate,  Washington,  I).  C. 

My  Dear  Senator:  I  think  Mr.  Elliott  six)ke  to  you  about  the  glaii 
horses  he  had  examined  on  this  reserve  belonging  to  one  Rousseau,  i 
quently  they  were  examined  by  Do<*tor  Karn,  veterinary  surgeon,  of  We 
S.  Dak.,  who  concurred  in  the  views  of  Doctor  Elliott,  and  thereupon  I  re< 
orders  from  the  Department  to  destroy  the  entire  "  R  "  brand  belonging  t 
said  Rousseau.  I  had  made  all  preparations  to  commence  the  work — bi 
large  corral  in  a  suitable  place  so  as  to  have  them  all  together  In  order 
the  carcasses  could  l>e  easily  destroyed,  all  of  which  required  considerable 
as  there  are  from  500  to  7(X)  head  in  the  bunch.  Just  as  I  had  all  nece 
arrangements  comi)leted,  I  received  a  message  from  the  Department  to 
pend  further  action,  which  order  I  am  just  as  well  satisfied  with  as  to 
gone  on  with  the  work ;  but  I  am  confident  they  are  glandered  from  wh 
many  Indians  say  about  their  horses  catching  it  from  this  herd.  I  am 
sure  that  we  lost  one  of  our  l)est  horses  by  its  being  In  Rousseau's  stable, 
whole  herd  has  been  bred  from  glandered  stallions  and  mares,  and  his 
relatives  were  the  first  to  complain  about  them. 

I  am  Informed  that  this  stay  of  proceedings  was  brought  about  by  Sei 
Pettigrew,  but  think  he  will  not  opjwse  further  action  when  he  is  advis< 
all  the  facts  in  the  matter.  Now,  the  next  step,  I  am  quite  sure,  that  Rouss 
attorneys  will  take  will  l>e  to  try  and  have  these  horses  examined  by 
veterinary  of  their  own  selection,  which  should  not  be  jjermitted.  I  wish 
would  see  the  Commissioner  and  have  it  understood  that  some  comi)eteut 
is  selected,  who  knows  nothing  of  the  case  and  hence  can  not  l)e  prejudiced 

I  would  have  written  the  Department,  but  feared  they  might  think  me 
sided  in  my  views  in  this  matter ;  but  I  am  not,  and  only  want  a  fair  test  u 
I  am  sure  what  the  result  would  be  if  they  can  get  a  veterinary  of  their 
selection,  esi)ecially  if  money  could  be  used.  I  think  you  can  see  the  ju 
or  injustice  in  making  this  selection.  I  know  the  Department  wants  not 
but  what  is  right  and  fair,  and  that  is  all  I  am  after. 

Excuse  me  for  troubling  you  so  much,  but  I  will  certainly  appreciate 
attentions  in  this  matter  and  feel  grateful  if  you  will  see  to  this. 
Very  resi^ect fully, 

Peter  Couchman. 
United  States  Indian  Ago 


Cheyenne  River  Agency,  S.  Dak.,  February  9,  JSti 
The  Commissioner  of  Indian  Affairs, 

Washington,  D.  C. 
Dear  Sir:  The  chiefs  of  the  Cheyenne  River  Agency,  S.  Dak.,  never  1 
asked  the  I)ei>artment  to  send  a  horse  doctor  here  to  examine  those  borses 
have  them  killed. 

If  any  claims  for  the  horses  that  were  killed  in  this  reservation  sboiik" 
made  we  wish  to  state  that  we  object  that  any  money  for  such  ii  purj 
should  be  taken  from  the  Indian  funds.     We.  undersigned  on  the  bill. 

Paul  White  Swan  (his  x  mark).  Matthews  Charger  (his  x  inai 
Abraham  No  Heart  (his  x  mark),  Aleck  Swift  Bird  (hi 
mark),  Joseph  Four  Bear  (his  x  mark),  Jacob  Walk  Ua 
Rib  (his  X  mark).  Touching  the  Sky  (his  x  mark),  Mr 
Crow  Feather  (his  x  mark),  Daniel  Walking  Crane  (hi 
mark),  Paul  Crow  Eagle  (his  x  mark),  Thomas  Takes  1 
Standing  (his  x  mark). 
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United  States  Department  of  Agriculture, 

Office  of  the  Secretary, 
Washingtofi,  D.  C,  February  21,  1S98, 
The  Secretary  of  the  Interior. 

Sir:  I  have  the  honor  to  acknowledffe  the  receipt  of  your  letter  of  the  10th 
instant,  with  a  copy  of  papers  relating  to  the  alleged  existence  of  glanders  In  a 
hand  of  horses  on  the  Cheyenne  River  Indian  Reservation,  S.  Dak.  As  re- 
guested,  this  Department  will  detail  an  official  veterinarian  to  make  a  careful 
and  rigid  examination  of  these  horses,  who  will  report  retx)inmendatlons  in  the 
case. 

As  soon  as  an  inspector  is  designated  for  this  investigation  I  will  advise  you 
and  make  further  arrangements  in  regard  to  this  case. 
Very  respectfully, 

James  Wilson,  (Secretary. 


United  States  Department  of  Agriculture. 

Office  of  the  Secretary. 
Washington,  /).  C,  February  ^J,  1S9S, 
The  SECRfn-ABY  of  the  Interior. 

Sir  :  Referring  to  previous  corresiwndeiice  c»oncerning  the  alleged  existence  of 
glanders  In  a  band  of  horses  on  the  Cheyenne  River  Indian  Reservation.  S.  Dak., 
I  have  the  honor  to  advise  you  that  this  Department  has  selected  for  this  inves- 
tigation Dr.  Robert  H.  Treacy,  Bismarck,  N.  Dak.,  and  assistant  inspector  of  the 
Bureau  of  Animal  Industry  of  this  Department.  Please  inform  me  of  the  date 
on  which  a  veterinary  surgeon  will  be  detailed  by  the  War  Department,  in  order 
that  the  inspector  from  this  Department  may  be  notified  of  the  time  and  place 
at  which  tie  will  meet  the  person  so  detailed. 
Very  respectfully, 

James  Wilson,  Secretary, 


War  Department, 
Wantungton,  /).  C,  February  25,  1S9S, 
fbe  Secrctary  of  the  Interior. 

Sir:  I  have  the  honor  to  acknowledge  receipt  of  j-our  letter  of  the  lOth 
iiLstant.  requesting  that  a  veterinaiy  surgeon  of  the  United  States  Army  be 
detailed  to  act  with  the  expert  from  the  Department  of  Agriculture  in  the  exam- 
ination of  horses  on  the  Cheyenne  River  Indian  Reservation,  S.  Dak.,  bearing 
the  *•  R  "  brand  and  belonging  to  Mrs.  Esther  Rousseau,  and  to  inclose  herewith 
a  coi»y  of  a  letter  from  the  Adjutant-General's  Office,  addressed  to  the  command- 
ing general  Department  of  Dakota,  directing  him  to  detail,  for  the  puriwse 
indicstted.  the  veterinary  surgeon  of  the  Eighth  Cavalry,  now  stationed  at  Fort 
Yates,  N.  Dak. 

Very  respectfully,  R.  A.  Alger,  i^ccreUiry  of  War, 


Adjutant-General's  Office. 

Washington,  February  25,  1S9S. 
The  Commanding  General  Department  of  Dakota, 

8t.  Paul,  Minn. 
Sir:  The  Major-General  Commanding  the  Army  instructs  me  to  transmit  here- 
with a  letter  from  the  Acting  Secretary  of  the  Interior,  inclosing  certain  papers 
relating  to  the  condition  of  horses  on  the  Cheyenne  River  Indian  Reservation, 
S.  Dak.,  bearing  the  **  R  "  brand  and  belonging  to  Mrs.  Esther  Rousseau,  and 
to  inform  you  that  the  Secretarj"^  of  War  directs  that  you  detail  the  veterinary 
surgeon  of  the  Eighth  Cavalry,  now  serving  at  Fort  Yates,  X.  Dak.,  to  act  with 
the  ex|>ert  from  the  Department  of  Agriculture  in  the  examination  of  the  horees 
specified;  that  actual  and  ne<*essary  expenses  l>e  paid  by  the  Commissioner  of 
Indian  Affairs,  as  proposed  in  the  letter  from  the  Interior  Department. 
Very  respectfully, 

H.   C.    CORBIN. 

Acting  Adjutant-OeneraL 
E  B— 06 3 
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Cheyenne  River  Agency,  S.  Dak.,  March  ^, 
The  Commissioner  of  Indian  Affairs, 

Wanhitigtryu,  D.  C. 
Sir:  I  have  the  honor  to  state  that  siiK*c  receiving  your  telegram  of  J 
22  last,  to  suspend  orders  to  destroy  the  "  K  "  hrand  of  horses.  I  ha\ 
served  with  notice  of  injunction  proceedings  hy  the  attorneys  for  Rousse 
pai)er8  of  which  I  iucl(»se  herewith  for  your  information,  with  the  requc 
you  give  me  such  Instructions  in  the  matter  as  you  may  deem  necessary. 
I  am  informed  that  as  soon  as  I  am  relieved  as  agent  Rousseau  intendss 
ing  a  i>ei*sonal  action  against  Doctor  Elliott  and  myself  for  damages  siista 
the  loss  of  the  horses  heretofore  condenmed  and  destroyed.  If  that  i 
will  It  require  my  i)ersonai  attention  in  defense  or  will  the  Department 
my  interests  in  that  action? 

The  reason  I  have  not  written  about  this  matter  before  now  is  bee 
have  l)een  awaiting  further  instructions  from  j'our  office. 
I  will  thank  you  to  return  to  me  the  Inclostnl  papers. 
Very  resp.ectfully, 

Peter  Couch  man, 
InitVfl  States  Indian  A, 


State  of  South  Dakota,  county  of  Stanley,  in  the  circuit  court,  sixth  judic 
cult.     Esther  Rousseau,  plaintiff,   r.  l*eter  Couchman.  J.  K.  Seckler   ( 
true  Christian  name  Is  to  plaintiff  unknown),  Douglas  F.  Carlan,  and 
the  Hawk,  defendants. 

S  uni  won  s. 

The  State  of  South  Dakota  sends  greeting: 

To  said  defendants  you  and  each  of  you  are  hereby  summoned  and  re 
to  answer  the  complaint  of  the  plaintiff,  Esther  Rousseau,  herein,  a  c< 
which  complaint  is  herewith  served  upon  you,  and  to  serve  a  (»opy  of  your  i 
on  the  subscriber  at  their  office  in  the  Hilges  Block,  in  the  city  of  J 
Hughes  County,  S.  Dak.,  within  thirty  days  after  the  service  of  this  sui 
upon  3'ou,  exclusive  of  the  day  of  service,  and  if  you  fail  so  to  do  the  pi 
will  apply  to  the  court  for  the  relief  demanded  in  said  complaint,  besid 
costs  of  this  action. 

Shunk  &  Hughes, 

Attorneys  for  Plaih 

Pierre,  S.  Dak.,  January  21,  1898, 


State  of  South  Dakota,  County  of  Stanley,  in  circuit  court,  sixth  judicial  c 
Esther  Rousseau,  plaintiff,  v,  Peter  Couchman,  J.  K.  Seckler  (whos( 
Christian  name  Is  to  plaintiff  unknown).  Douglas  F.  Carlan,  and  Scar 
Hawk,  defendants. 

Complaint. 

The  plaintiff  complains  and  alleges : 

First.  That  she  is  the  owner  and  entitled  to  the  innnediate  i)ossession  < 
following  described  personal  property,  to  wit,  five  hundred  head  of  h 
branded  "  R  "  on  left  thigh  or  hip,  of  the  value  of  $25,000. 

Second.  That  the  said  defendants  on  or  alK)ut  the  20th  day  of  Jaiuiary, 
wrongfully  and  unlawfully  took  said  chattels  from  the  iwssession  of  said 
tiff,  and  ever  since  have,  and  now  do.  wrongfully  and  unlawfully  retail 
session  of  said  chattels,  in  the  county  of  Armstrong  (said  county  of  Anns- 
is  attached  to  the  county  of  Stanley,  In  the  State  of  South  Dakota,  for  ju 
puri)oses,  said  Stanley  County  l»elng  the  county  in  which  this  action  is  broi 
and  are  about  to  kill  and  destroy  the  same  to  this  plaintiff's  damage  in  tin 
of  $25,(K)0. 

Third.  That  said  proi)erty  has  not  l»een  taken  for  a  tax.  assessment,  o 
pursuant  to  statute,  or  seized  under  an  execution  against  the  property  c 
plaintiff  or  by  any  authority  of  law. 

Wherefore  plaintiff  demands  judgment  against  said  defendants  for  the  |x 
slon  of  said  proi>erty,  or  for  the  sum  of  $2r),0(K),  the  value  thereof,  lu  case 
property  can  not  be  delivered,  and  for  the  costs  and  disbursements  of 
action. 

Shunk  &  Hughes, 

At  tome  ya  for  Plain  i 
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State  of  South  I>akot/V,  County  of  Hughes,  .<«: 

Jolin  F.  Hughes,  being  duly  sworn,  on  oath  says : 

Tlmt  he  is  one  of  the  attorneys  for  the  plaintiff  in  the  above-entitled  action: 
that  he  has  read  the  foregoing  complaint  and  knows  the  contents  thereof  ajul 
that  s;une  is  true  to  l>est  I^nowledge  and  l)elief  of  attiant ;  that  the  reason  why 
this  verification  is  made  by  the  attorney  and  not  by  the  [>laintiff  is  that  said 
plaintiff  is  absent  fi\>ni  and  not  now  within  tlie  county  of  Stanley.  State  of 
South  Dakota,  the  county  in  which  said  action  is  brought,  and  from  Hughes 
County,  whei-e  plaintiff  resides. 

Joiix  F.  HroHEs. 

Suliscribed  and  swoni  to  before  me  this  21st  day  of  .January.  1808. 

[SEAL.1  B.  J.  Brufori). 

Xotary  Puhlic  in  ami  far  Huf/hcs  Countff,  S.  Dak. 


State  of  South  Dakota,  county  of  Stanley,  in  circuit  court,  sixth  judicial  circuit 

E3ather  Rousseau,  plaintiff,  v.  Peter  Couchman,  J.  K.   Seckler   (whose  true 

Christian  name  is  to  plaintiff  unknown).  Douglas  F.  Carlan,  and  Scares  the 

Hawk,  defendants. 
State  of  South  Dakota,  County  of  Hughes,  hs: 

Romauld  Rousseau,  being  first  duly  sworn,  on  oath  says : 

That  he  is  the  agent  of  Esther  Rousseau,  the  plaintiff  in  the  above-entitled 
action,  and  is  authorized  to  make  and  makes  this  afiidavit  for  and  on  behalf 
of  said  plaintiff. 

That  the  plaintiff  has  commenced  an  action  in  the  above-entitled  court  for 
the  recovery  of  the  possession  of  500  head  of  horses,  the  property  of  the  plaintiff, 
and  which  property  is  of  the  value  of  $25,000,  and  that  no  answer  has  been  made 
or  served  in  sjiid  action,  and  a  copy  of  the  complaint  and  summons  in  said  action 
If  hereto  attached  and  made  a  part  hereof. 

That  the  said  plaintiff  is  the  absolute  owner  of  said  property  and  is  entitled 
to  the  immediate  possession  of  the  same,  and  that  said  property  is  unlawfully 
withheld  from  the  possession  of  the  plaintiff  by  the  defendants  in  the  county 
of  Armstrong^  State  of  South  Dakota,  and  that  they  have  no  title  or  interest  in 
or  to  said  property  or  any  part  thereof. 

That  the  said  defendants  threaten  to  kill  and  destroy  said  horses  immediately, 
and  that  they  are  about  to  kill  and  destroy  all  of  said  horses  Immediately. 

That  if  tliey  are  not  immediately  restrained  by  the  injunction  of  this  court 
they  will  kill  and  destroy  all  of  said  property  and  damage  this  plaintiff  in  the 
sum  of  $25,000. 

That  they,  and  each  of  them,  have  no  sufficient  property  or  means  out  of 
which  a  judgment  in  said  action  could  be  made  and  collected,  and  that  if  by 
the  destruction  of  said  property  the  plaintiff  shall  be  compelled  to  take  a 
judgment  in  said  action  for  the  value  of  said  property  said  judgment  could  not 
be  made  or  collected  on  execution  or  otherwise  against  the  property  of  the  de- 
fendants, and  if  they  are  not  restrained  from  the  killing  and  destroying  of  said 
property  any  judgment  which  said  plaintiff  may  obtain  will  be  rendered  wholly 
Ineffectual  and  worthless  to  her. 

That  the  plaintiff  has  no  other  speedy  and  adequate  remedy  at  law  and  is 
not  able  to  obtain  immediate  possession  of  said  property. 

That  the  Hon.  Lorlng  E.  Gaffy,  judge  of  the  circuit  court  in  and  for  said 
county  of  Stanley  and  the  sixth  judicial  circuit,  in  which  said  action  is  pending, 
is  now  temporarily  absent  from  and  without  the  territorial  limits  of  the  State 
of  South  Dakota. 

Wherefore  affiant  prays  for  an  Injunction  against  the  defendants  and  each  of 
them,  their  agents,  servants,  employees,  or  attorneys,  restraining  all  and  each 
of  them,  pending  the  termination  of  the  said  action,  from  killing  and  destroying 
said  property  or  any  part  thereof,  or  In  any  manner  Injuring  or  damaging  the 
same. 

Romauld  Rousseau. 

Subscribed  and  sworn  to  before  me  this  21st  day  of  January,  1898. 
[seal.]  B.  J.  Bbufobd, 

Notary  Puhlic  in  and  for  Hughes  County,  S.  Dak, 
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State  of  South  Dakota,  county  of  Stanley,  in  circuit  court,  sixth  judicial  ci 
•  Esther  Rousseau,  plaintiff,  v.  Peter  Couchnian,  J.  K.  Seckler   (whost 

Christian  name  is  to  plaintiff  unknown),  Douglas  F.  Carlan,  and  Scare 

Hawk,  defendants. 

l'l)on  filing  and  reading  the  annexetl  and  foregoing  affidavit  of  Uoi 
Rousseau,  together  with  the  summons  and  complaint  therein,  and  it  appear 
the  court  that  an  action  has  heen  commence<l  by  the  plaintiff,  Esther  Ron 
against  said  defendants  for  the  possession  of  5(Mi  head  of  horses,  of  the  va 
$25,000,  which  said  horses  are  more  particularly  described  iii  said  complain 
it  further  api)earing  by  the  affidavit  of  Romauld  Rousseau,  the  agent  o; 
plaintiff,  that  he  has  authority  to  make  and  makes  such  affidavit  on  the  p 
the  plaintiff,  from  which  said  affidavit  it  api)ears  further  that  said  defer 
are  about  to  kill  and  destroy  said  horses,  the  property  of  said  plaintiff  } 
the  value  aforesaid,  and  will  so  kill  and  destroy  said  property  unless  resti 
by  the  order  of  said  (x>urt,  and  it  further  apfiearing  from  said  affidavit 
such  killing  and  destruction  of  said  projjerty  is  in  violation  of  said  plai 
rights  therein  and  will  tend  to  render  any  judgment  that  may  be  entered  i 
action  inefficient,  and  it  further  api Hearing  that  said  plaintiff  has  no  other  ^ 
and  adecpiate  remedy  at  law.  and  it  further  appearing  that  the  Hon.  Lor 
Gaffy,  judge  of  the  circuit  court  in  an<i  for  said  ccmnty  of  Stanley  and  the 
judicial  circuit,  in  which  said  action  is  pending,  is  now  tenjiK)rarily  a])seiit 
and  without  the  territorial  limits  of  the  State  of  South  Dakota : 

Now,  on  motion  of  Shunk  &  Hughes,  attorneys  for  the  plaintiff. 

Be  it  ordered,  That  you,  the  said  Peter  CJouchman,  J.  K.  Seckler.  Don?: 
Carlan,  and  Scares  the  Hawk,  your  agents,  servants,  and  all  persons 
under  your  authorit>'.  and  each  of  you,  are  hereby  restrained  and  prol 
from  killing  and  destroying  any  of  the  horses  described  in  the  complaint  i 
action  and  in  the  affidavit  of  said  Romauld  Rousseau,  a  copy  of  wh 
hereby  served  upon  you,  which  said  horses  are  described  in  said  coraplaii 
affidavit  as  being  branded  **  R  "  on  left  thigh  or  hip ;  and 

It  is  further  ordered.  That  a  copy  of  this  injunctional  order  and  i 
affidavit  complaint  on  which  the  same  is  based  l>e  forthwith  8erve<l  uik)i 
of  the  said  defendants. 

Done  at  chambers  at  the  city  of  Mitchell,  S.  Dak.,  this  22d  day  of  Ja 
1808. 

By  the  court : 

Frank  B.  Inuch,  Ju 


Department  of  the  Interior,  Office  of  Indian  Affairs. 

Washington,  March  9,  I 
Peter  Couch  man, 

I'nited  iStates  Indian  Agent,  Cheyenne  River  Agency,  S,  DaK\ 

Sir:  Referring  to  the  correspondenc*e  between  this  Office  and  yoursel 
tlve  to  the  killing  of  "  R "  brand  horses  on  the  reservation  under 
charge,  and  especially  to  office  telegram  of  January  22,  1898,  directing  . 
suspend  onler  to  destroy  glaudered  horses  of  **  R  "  brand  until  further  < 
you  are  now  advised  that  upon  the  recommendation  of  this  Office  th< 
Department  has  detailed  the  veterinary  surgeon  of  the  Eighth  Cavalrj 
serving  at  Fort  Yates,  N.  Dak.,  to  make  a  further  careful  and  rigid  ex; 
tlon  of  ,sald  "  R  *'  brand  horses,  and  the  Agricultural  Department  ha 
detailed  Dr.  Rol>ert  II.  Tracy,  of  Bismarck,  N.  Dak.,  an  assistant  in^ 
of  the  Bureau  of  Animal  Industry  of  said  Department,  for  the  sam 
pose,  these  gentlemen  to  make  full  reiwrt  In  the  matter,  ac»companied  b; 
recommendation  as  the  case  demands. 

The  persons  mentioned  will  visit  your  reservation  very  shortly,  an 
are  directed  to  furnish  them  with  such  information  and  assistance  a 
may  desire  In  carrying  out  Instructions  from  their  respe<tive  Depart 
You  will  also  sui>ply  them  with  necessary  vouchers  for  use  in  making  \\\ 
traveling-expense  accounts  and  enlighten  them  as  to  the  manner  of  ])re 
said  vouchers,  so  that  they  may  be  in  proi)er  form  when  presented  t 
Office  for  settlement  through  the  Treasui*y  Department. 

Copies  of  letters  from  the  War  and  Agricultural  Departments  are  he 
transmitted. 

Very  resi>ectfully,  A.  C.  Tonner,  Acting  Com  miss  i( 
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Wab  Department, 
Washington,  March  3,  189f^, 
The  Secketary  of  the  Interior. 

Sib  :  Referring  to  your  letter  of  the  25th  ultimo,  requesting  that  you  be 
advised  as  to  tlie  date  on  which  the  veterinary  surgeon  wlH  be  detailed  by  the 
War  l>epartinent  to  assist  Dr.  Robert  H.  Treacy,  of  the  Department  of  Agri- 
culture, In  the  examination  of  certain  horses  on  the  Cheyenne  River  Indian 
Reservation,  I  have  the  honor  to  Inform  you  that  the  commanding  general, 
DeiKirtment  of  Dakota,  has  Instructed  Veterinary  Surg.  Richard  B.  Cor- 
coran, Eighth  Cavalry,  stationeil  at  Fort  Yates,  N.  Dak.,  to  confer  with  Doctor 
Treacy  4)y  telegraph  and  to  make  definite  arrangements  with  him  for  the  time 
and  place  of  their  meeting  for  the  puri>ose  Indicated. 
Very  respectfully,  ' 

R.  A.  AiiOER,  Hect'ctary  of  War. 


United  States  Department  of  Agriculture. 

Office  of  the  Secretary, 
Washimjton,  1).  C,  March  5,  1898, 
Tlie  Secretary  of  the  Interior. 

Sir:  Referring  to  your  letter  of  the  1st  instant,  Dr.  Robert  H.  Treacy,  Bis- 
marck, N.  Dak.,  has  been  advised  of  the  detail  of  the  veterinary  surgeon  of  the 
Eighth  Cavalry,  stationed  at  Fort  Yates,  N.  Dak.,  to  act  with  him  in  examin- 
ing the  band  of  horses  on  the  Cheyenne  River  Indian  Reservation  referred  to 
in  previous  corresptmdence.  1  have  advised  him  that  his  salary  during  this 
time  will  be  paid  by  this  Department,  and  in  accordance  with  the  proposition 
contained  in  your  letter  of  the  IHth  ultimo  the  actual  and,mH'essary  expenses 
will  be  paid  by  the  Commissioner  of  Indian  Affairs  upon  the  presentation  of 
proper  vouchers.  Kindly  have  the  proi)er  blanks  and  instructions  issued  to 
Doctor  Treacy  in  order  that  he  may  be  paid  the  traveling  exiK»nsi*s  referred  to. 
Very  respectfully, 

James  Wilson,  Secretary. 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  March  9,  1898. 
Dr.  Robert  11.  Treacy, 

Bismarck.  .V.  Dah: 
Sir:  Under  date  of  March  5  last  the  honorable  Secretary  of  Agriculture  re- 
que.*its  that  [iroper  l)lanks  and  instructions  be  issued  to  you  in  order  that  you 
may  Ik»  reimbursed  for  traveling  expeiist^s  to  l>e  incurred  in  carrying  out  in- 
strui'tlons  of  his  Department  in  the  matter  of  examination  of  glandcred  horst»s 
on  the  Cheyenne  River  Reservation,  S.  Dak. 

Vou  are  advlse<l  that  the  t'nltcHl  States  Indian  agent  at  th(»  Cheyenne  River 
Agency,  8.  Dak.,  will  supply  you  with  blank  voucliers,  and  will  also  render  you 
such  aid  in  the  preparation  thereof  as  may  be  necessar>'  in  the  premises. 

Receipts  for  all  expenditures  should  be  taken,  same  to  be  filed  with  original 
voucher,  before  transmitting  to  this  Offici*  for  payment  throuj^h  the*  Treasury 
Department. 

Very  respei-tfully,  A.  C.  Tonner. 

Act  in  ff  ( ^fi m  m  isx lo ncr. 


rxiTEi)  States  Department  of  Aoriculti'rf, 

Office  of  the  Secretary. 
WoHhiugton.  I).  (\.  March  It,  1898. 
Secretary  Interior: 

D(K'tor  Treacy  telegraphs  "will  Commissioner  of  Indian  Affairs  send  letter 
of  anthority  and  Instructions  to  Bismarck  or  Forest  City?  Have  rcM'eived 
several  inquiries  from  commanding  ofticer  at  res(»rvation  when  I  will  start. 
Awaiting  instructions.'*    Kindly  issue  Instructions  or  notify  this  Department. 

James  Wilson.  Secretary. 
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Depabtment  of  the  Interior. 

Office  of  Indian  Affairs, 
Washififfton,  March   IJf.  1 
The  Secretary  of  the  Interior. 

Sir:  I  have  the  honor  to  nckiiowledK^  receipt,  by  Department  refere 
the  12tli  instant,  of  Ji  letter  from  the  honorable  Secretary  of  Ajjric 
dateil  the  11th  instant,  relative  to  iftsuinR  instructions  to  Doctor  Treac> 
has  been  detailcMl  to  make  examination  of  certain  horses  now  on  the  ("In 
River  Reservation,  S.  Dak. 

In  reply  thereto  you  are  resf>ectfully  informeti  that  the  following  letti 
addre8se<l  by  this  office  to  Dr.  Robert  H.  Treacy  at  Bismarck,  N.  Dak.r 
9th  instant,  and  has  doubtless  betni  delivered  to  him  ere  this,  viz : 

*•  Under  date  of  March  5  last,  the  honorat)le  Secretary  of  Apric 
requests  that  proi>er  l)lanks  and  instructi(ms  be  issued  to  you  in  orde 
you  may  be  reimburse<l  for  traveling  expenses  to  be  Incurred  in  carry  it 
instructions  of  his  Department  in  the  matter  of  examination  of  glai 
horses  on  the  Cheyenne  River  Reservation,  S.  Dak. 

••  You  are  adviswl  that  the  United  States  Indian  agent  at  Cheyenne 
Agency.  S.  Dak.,  will  supi)ly  you  with  blank  vouchers,  and  will  also  rend< 
such  aid  in  the  preparation  thereof  as  may  be  necessary  in  the  premises. 

**  Receipts  for  all  expenditures  should  be  taken,  same  to  be  filed  with  oi 
voucher,  liefore  trivnsmitting  to  this  office  for  payment  through  the  Tn 
Department." 

The  letter  from  the  honorable  ScH*retaiT  of  Agriculture  is  resptM 
returned. 

Very  resj wH't f ul  ly . 

A.  C.  Ton  NEB.  Actin{f  CommisHio 


Department  of  the  Interior, 
Washitigtwi,  March  /.i,  / 
The  Secretary  of  Aori culture. 

Sir  :  I  have  the  honor  to  acknowle<lge  the  receipt  of  your  comnmnicat 
the  11th  instant,  asking  to  l>e  notifietl  as  to  tlie  instructions  given  1 
Treacy,  detailtMl  to  nuike  examination  <if  a  band  of  glandered  horses  < 
Cheyenne  River  Reservati<m,  S.  Dak. 

In  response  thereto  I  transmit  lierewith  a  copy  of  a  conuuunication  i 
14th    instant   fmm    the   Connnissioner   of    ludian    Affairs   showing   the 
taken  in  the  matter. 

Very  resjiectfuHy,  (.\  N.  Buss,  Srcrcl 


Law  Office  of  Shunk  &  Hughes, 
Pierre,  8,  Dah\,  March  7,  / 
The  Commissioner  of  Indian  Affairs, 

Washington,  />.  (\ 

My  Dear  Sir  :  We  have  tlie  honor^  to  transmit  by  to-day*s  mail  to  y<i 
certificate  of  Doctor  Dalton.  of  Chicago,  in  tlie  matter  of  the  "R"  bra 
horses  which  were  to  l>e  destroyed  under  your  recent  order  to  the  agent  ( 
Cheyenne  River  Indian  Reservation. 

The  rei)ort  will  show  that  a  very  careful  examination  was  made  of 
horses  with  the  result  as  stated. 

We  also  transmit  herewith  the  affidavit  of  Mr.  Sage,  who  was  pres( 
such  examination. 

As  soon  as  it  is  iK>ssible  under  existing  circumstances  we  will  transii 
you  the  affidavit  of  Mr.  Seckler,  one  of  the  farmers  of  said  reservation 
was  also  present  at  sudi  examination  of  liorses.  whicli  will  show  the  fa( 
in  the  certificate  and  affidavit  herein  stated. 

As  we  l)efore  petitionetl  you  on  behalf  of  Mr.  Rousseau  to  send  here  a 
petent  veterinary  surgeon  to  examine  these  horses,  and  asked  that  sucl 
geon  be  select e<l  outside  of  the  State  of  S4iuth  Dakota  that  he  might  not 
fluenced   by   tlie  examination   and  rei>ort  of  the  doctors   n^siding  here  i 
State,  so  again  Mr.  Rousseau  desires  us  to  write  you  asking  that  such  exji 
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tioii  be  mnde  by  any  outside  surgeon  whom  you  may  select,  feeling  certain  that 
after  such  examination,  if  you  are  not  now  satislled.  that  you  will  be  thoroughly 
convinced  that  the  order  to  kill  such  horses  was  based  on  erroneous  informa- 
tion. 
Awaiting  your  reply,  we  have  the  honor  to  be. 

Very  truly,  yours,  Shunk  &  Huohks. 


Pierre,  S.  Dak.,  February  22.  189f<. 

I.  F.  A.  Dalton,  of  Chicago,  111.,  hereby  certify  that  I  am  a  graduate  of  the 
Chicago  Veterinary  College,  and  that  I  have  acted  as  the  assistant  of  Prof. 
A.  H.  Baker,  of  Chicago,  111.,  and  as  such  assistant  have  had  additional  exi^e- 
rlence  in  the  matter  of  the  diagnosis  and  treatment  of  the  diseases  of  horses: 
that  at  the  recjuest  of  U.  Rousseau  I  came  to  the  city  of  Pierre  for  the  purpose 
of  examining  his  bunch  of  horses  known  and  described  as  the  *'  R "  brand, 
the  same  being  located  on  the  Cheyenne  River  Indian  Reservation  in  said 
State  of  South  Dakota :  that  I  began  such  examination  on  February  2,  1898, 
and  have  been  engaged  in  such  examination  for  the  term  of  seventeen  days; 
that  such  examination  was  conducted  in  the  presence  of  J.  K.  Seckler,  who  is 
an  employee  of  such  Indian  agency  as  one  of  the  sui>erlntendent8  of  farming, 
and  in  the  presence  of  one  Sage ;  that  the  manner  of  examination  was  as  fol- 
lows:  To  catch  and  throw  each  of  said  animals,  unless  such  animal  was 
broken,  and  examine  the  nostrils,  the  mucous  lining  of  the  nose,  and  the 
lymphatic  glands  of  the  submaxillary  space,  examining  the  lymphatics  of  the 
arm  and  thigh.  In  case  there  was  any  suspicions  of  disease  I  then  used  the 
Mallein  test.  I  also  allowed  any  other  person  to* select  any  animal  on  which 
to  trj'  said  Mallein  test. 

I  further  certify  that  I  used  said  test  on  some  yearling  colts  from  mares 
that  I  am  informed  were  killed  during  the  fall  of  1897,  and  used  said  test  on 
a  certain  bay  gelding  which  had  been  condemned  as  glandered  and  shot  during 
the  fall  of  1897.  as  I  am  informed  and  l)elieved,  and  which  survived  the  effect 
of  such  shooting,  and  that  such  horse  or  gelding  shows  no  signs  or  evidences 
of  such  disease,  nor  did  any  of  such  colts  or  others  examined.  I  examined, 
as  herein  stated,  about  375  to  385  head  of  horses,  and  I  hereby  certify  that 
such  horses  examined  are  free  from  glanders. 

I  found  a  few  cases  of  catarrh  and  some  cases  of  distemper  among  the  colts. 
I  further  certify  that  all  of  said  horses  look  and  are  in  good '  condition,  and 
that  it  would  be  an  act  of  great  injustice  to  cause  said  animals  or  any  of 
them  to  be  killed,  and  as  entirely  useless  and  wrongful  destruction  of  property 
Aalued  at  about  $35  per  head.  I  further  certify  that  said  Seckler  and  Sage 
watched  carefully  this  examination,  and  can  certify  to  the  result  as  stated. 

I  further  certify  that  I  have  no  personal  interest  in  this  matter,  and  at 
the  time  of  coming  to  Pierre  I  was  an  absolute  stranger  to  all  the  parties 
referred  to  herein,  as  well  as  to  Messrs.  Shunk  &  Hughes,  attorneys  for  said 
RousHeau. 

Dated  Pierre,  S.  Dak.,  Februar>'  22,  1808. 

F.  A.  Dalton,  M.  D.  C. 
State  or  South  Dakota,  County  of  Hughes: 

I,  W.  L.  Shimk,  being  duly  s>vom,  on  oath  say  that  I  have  compared  the  fore- 
going with  the  original  certificate  made  by  Doctor  Dalton,  and  in  my  possession, 
and  that  same  is  a  true  copy,  also  that  of  Mr.  Sage. 

W.  L.  Shunk. 
Subscribed  and  sworn  to  this  7th  day  of  March,  1808. 

Chas.  H.  Burke, 
Xotary  Public,  ^outh  Dakota, 


State  of  South  Dakota.  County  of  Huyhen,  af*: 

Jeff  H.  Sage,  being  duly  sworn,  on  oath  says :  That  he  is  a  resident  of  Sully 
County,  S.  Dak.,  and  has  been  there  resident  for  the  term  of  fourteen  years: 
is  42  years  old,  and  that  during  his  residence  in  Snliy  Ccmnty,  S.  Dak.,  he 
has  been  engaged  in  the  business  of  raising  and  handling  horses;  that  by 
reason  of  such  business  he  has  had  experience  in  detecting  the  disease  of 
Klanders.  and  In  the  manner  and  form  in  which  it  develops:  that  he  was 
present  at  the  examination  of  the  "R"    (Rousseau)    brand  of  hors(»s  made 
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by  Doctor  Dalton,  and  held  and  examined  each  of  said  horses,  excel 
number  of  (W  head,  which  were  examined  during  my  absence ;  that  I  exa 
the  nostrils,  glands,  and  limbs  of  each  of  said  animals,  and  found  and 
discover  no  signs  or  evidences  of  such  disease;  that  said  horses  are  in 
condition  and  worth  the  sum  of  $40  per  head;  that  to  kill  and  destro; 
horses  would  be  a  wautoii  destruction  of  property-  and  a  great  in  just 
the  owner.  At  said  examination  there  was  present  J.  K.  Seckler,  one 
farmers  on  the  Cheyenne  River  Indian  Reservation.  I  was  also  presci 
assisted  in  the  mallein  tests  made  by  Doctor  Dalton,  and  that  by  said 
there  were  no  evidences  of  fclanders.  There  were  seventeen  or  eij 
tests  made  with  mallein.  I  further  swear  that  I  have  no  interest  in 
horses  or  any  thereof. 

Jefk  H.   S 

Subscribed  and  swoni  to  l)efore  me  this  1st  day  of  March,  1808. 

[seal.]  B.    J.    RiNFORn, 

Notary  Public,  Hoittfi  f)ah 


Departmkxt  of  the  Interior,  Office  of  Indian  AFFAras. 

WashingtOHy  March  J5,  1 
Messrs.  Shunk  &  Hughes, 

Attorney H,  Pierre,  8,  Dak. 
Sirs  :    I  have  to  acknowledge  receipt  of  your  communication  of  March 
inclosing  copy  of  certain  affidavits  in  the  matter  of  "  R  "  brand  horses  < 
Cheyenne  River  Reservation,"  S.  Dak. 

In  reply  thereto  you  are  advised  that  proper  action  is  now  being  tal^ 
this  Department  in  regard  to  said  horses  before  giving  the  agent  at  the 
eune  River  Agency  final  instructions  in  the  premises. 
Very  respectfully. 

W.  A.  Jones,  Commissia 


Department  of  the  Interior.  Office  of  Indian  Affairs, 

Washington,  March  16,  1 
Peter  Couch  man. 

Cnited  States  Indian  Agent  Cheyenne  River  Agency,  S.  Dak. 

Sir:  I  nni  in  receipt  of  your  coiinuunication  of  the  2d  Instant  relat 
injunction  proceeiliugs  instituted  by  the  attorneys  of  Mrs.  Esther  Roussc 
further  proceedings  lilvely  to  l)e  instituted  against  you.  etc. 

In  reply  thereto  you  are  advised  that  tlie  following  letter  has  this  daj 
addressed  l)y  nic  to  the  honorable  Secretary  of  the  Interior,  and  the  1 
States  district  attorney  repre^-cnting  your  district  will  doubtless  receive 
sary  instructions  from  the  Department  of  Justice  in  the  near  future,  nam 

**  Referring  to  Office  letter  of  Feliruary  12  last,  making  full  report  i 
matter  of  glandered  horses  on  the  Cheyenne  River  Reservation,  S. 
stamped  with  tlie  "  R  "  lirand  and  reported  to  l)e  the  property  of  Mrs.  1 
Rousseau,  an  Indian  woman.  I  now  have  the  honor  to  trnnsmit  herewitl; 
of  a  letter  from  Peter  Couchman,  United  States  Indian  agent  at  the  Clu' 
River  Agency,  S.  Dak.,  dated  March  2,  1808.  with  accompanying  indosures. 
which  it  will  be  ol>served  that  injunction  proceedings  have  been  inst 
against  him  l>y  said  Esther  Rcmsseau  to  prevent  the  killing  of  her  horses, 
agent  furtlier  statt^s  tliat  he  is  informed  that  as  soon  as  lie  shall  have  l)e 
lieved  as  agent  said  Mrs.  Rousseau  contemplates  bringing  a  personal  i 
against  Doctor  Elliott  (the  veterinary  surgeon  who,  after  a  careful  exa 
tion,  reported  said  horses  atfiicted  with  glanders)  and  himself  for  damage 
tained  in  the  loss  of  the  horses  heretofore  condemned  and  destroyed  1)^ 
(the  agent)  under  proiM»r  authority  of  the  Department. 

"  In  view  of  the  fact  that  Agent  Couchman  was  carrying  out  instnictic 
the  Department  in  killing  glandered  horses  on  the  reservation  under  his  c 
I  have  to  respectfully  recommend  that  the  papers  in  the  case  be  transmit 
the  honorable  Attorney-General,  with  the  request  that  the  proper  United  I 
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district  attorney  be  instructed  to  defend  Mr.  Couchman  in  such  proceedings  as 
may  have  or  may  hereafer  be  instituted  by  said  Esther  Rousseau,  or  those  acting 
in  her  liehalf,  in  the  matter  herein  referred  to,  and  that  this  Office  be  informed 
as  to  the  action  taken  in  the  premises,  to  the  end  that  Mr.  Ouclmian  may  be 
advised  accordingly." 

Very  respectfully,  W.  A.  Jones,  Commissioner. 


CoMMrrrEE  on  Indian  Affaibs,  United  States  Senate, 

Washington,  i>.  C,  March  Ih  i898, 
Hon.  Wm.  a.  Jones, 

Commissioner  Indian  Affairs,  Washington,  D.  C. 
Deab  Sib:  1  inclose  herewith  a  paper  in  relation  to  the  glandered  horses  on 
the  Rosebud  Reservation,  belonging  to  R.  Rousseau.     I  hope  j'ou  will  give  this 
matter  careful  consideration. 

Yours,  respectfully,  R.  F.  Pettioeew. 


Piebbe,  S.  Dak.,  February  22,  1898. 
I,  F.  A.  Dalton,  of  Chicago,  111.,  hereby  certify  that  I  am  a  graduate  of  the 
Chicago  Veterinary  College,  and  that  I  have  acted  as  the  assistant  of  Prof.  A.  H. 
Baker,  of  Chicago,  111.,  and  jbls  such  assistant  have  had  additional  experience  in 
the  matter  of  the  diagnosis  and  treatment  of  the  diseases  of  horses ;  that  at 
the  request  of  R.  Rousseau  I  came  to  the  city  of  Pierre  for  the  purpose  of  exam- 
ining his  bunch  of  horses  known  and  described  as  the  "  R  "  brand,  the  same 
being  located  on  the  Cheyenne  River  Indian  Reservation  in  said  State  of  South 
Dakota ;  that  I  b*  gan  such  examination  on  February  2,  1898,  and  have  been 
engaged  in  such  examination  for  the  term  of  seventeen  days ;  that  such  exami- 
nation was  conducted  in  the  presence  of  J.  K.  Seckler,  who  is  an  employee  of 
such  Indian  agency  as  one  of  the  superintendents  of  farming,  and  in  the  pres- 
ence of  one  Sage;  that  the  manner  of  examination  was  as  follows:  To  catch 
and  throw  each  of  said  animals,  unless  such  animal  was  broken,  and  examine  the 
nostrils,  the  mucous  lining  of  the  nose,  and  the  lymphatic  glands  of  the  submax- 
illary- space,  examining  the  Ij^mphatics  of  the  arm  and  thigh.  In  case  there 
was  any  suspicions  of  disease  I  then  used  the  mallein  test.  I  also  allowed  any 
other  person  to  select  any  animal  on  which  to  try  said  mallein  test. 

I  further  certify  that  T  used  said  test  on  some  j^earling  coUs  from 
mares  that  I  am  informed  were  killed  during  the  fall  of  1897,  and 
used  said  test  on  a  certain  bay  gelding  which  had  been  condemned 
as  glandered  and  shot  during  the  fall  of  1897,  as  I  am  informed  and 
believe,  and  which  survived  the  eifect  of  such  shooting,  and  that  such 
horse  or  gelding  shows  no  signs  or  evidences  of  such  disease,  nor  did 
any  of  such  colts  or  others  examined.  I  examined,  as  herein  stated, 
about  375  to  885  head  of  horses,  and  I  hereby  certify  that  such 
horses  examined  are  free  from  glanders. 

I  found  a  few  cases  of  catarrh  and  some  cases  of  distem[)er  among 
the  colts.  I  further  certify  that  all  of  said  horses  look  and  are  in 
good  condition,  and  that  it  would  be  an  act  of  great  injustice  to  cause 
said  animals  or  any  of  them  to  be  killed,  and  an  entirely  useless  and 
wrongful  destruction  of  property  valued  at  about  $i^5  i)er  head.  I 
further  certify  that  said  Seckler  and  Sage  watched  carefully  this 
examination  and  can  certify  to  the  result  as  stated. 

I  further  certify  that  I  have  no  personal  interest  in  this  matter, 
and  at  the  time  of  coming  to  Pierre  I  was  an  absolute  stranger  to  all 
the  parties  referred  to  herein,  as  well  as  Messrs.  Shunk  &  Hughes, 
attomevs  for  said  Rousseau. 

Dated  Pierre,  S.  Dak.,  February  22,  1898. 

F.  A.  Dalton,  M.  D.  C. 
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State  of  Soi^tii  Dakota,  County  of  Ilughcs^  sh: 

Jeff  H.  Sage,  being  duly  sworn,  on  oath  says  that  he  is  a  ivs 
of  Sully  County,  S.  Dak.,  and  has  been  thei-e  resident  for  the  tei 
fourteen  vears;  is  4i^  years  old,  and  that  during  his  residence  in  : 
County,  S.  Dak.,  he  has  been  engaged  in  the  business  of  raising 
handling  horses;  that  by  reason  of  such  business  he  has  had  e.\ 
ence  in  detecting  the  disease  of  glanders,  and  in  the  manner  and 
in  which  it  develops;  that  he  was  present  at  the  examination  o 
*'R"  (Rosseau)  brand  of  horses  made  by  Doctor  Dalton,  and 
and  examined  each  of  said  horses  except  the  number  of  TiS 
which  were  examined  during  my  absence;  that  I  examined  the 
trils,  glands,  and  limbs  of  each  of  said  animals  and  found  and  < 
discover  no  signs  or  evidences  of  such  disease.  That  said  horsi' 
in  good  condition  and  worth  the  sum  of  $40  per  head;  that  tc 
and  destroy  said  horses  would  be  a  wanton  destruction  of  [)ro 
and  a  gi-eat  injustice  to  the  owner.  At  said  examination  there 
present  J.  K.  Seckler,  one  of  the  farmers  on  the  Cheyenne  1 
Indian  Reservation. 

I  was  also  present  and  assisted  in  the  Mallein  tests  made  by  D 
Dalton,  and  that  by  said  tests  there  were  no  evidences  of  glar 
There  were  17  or  18  tests  made  with  Mallein.  I  further  swear  t 
have  no  interest  in  such  horses  or  any  thereof. 

Jeff  H.  Sa 

Subscribed  and  sworn  to  before  me  this  1st  day  of  Manrh,  LSI 

B.  J.  BiNFORl), 

Notat'y  Public^  South  l)n]c(^ 


Depabtment  of  the  Interior,  Office  of  Indian  Affairs. 

WaBhingion,  March  18,  I 
Hon.  U.  F.  Pettigrew,  United  States  Smate. 

Sir:  I  have  the  honor  to  acknowledge  the  receipt  of  your  communieatl 
the  14th  instant,  transmitting  certain  copies  of  affidavits  in  the  matter  of 
brand  horses  on  the  Cheyenne  River  Reservation,  S.  Dali.,  and  requestiuj 
the  subject  be  given  careful  consideration. 

In  reply  thereto  you  are  respectively  advised  that  the  Office  is  further 
tigating   this   matter   before   giving   the   United    States    Indian    agent   a 
Cheyenne  River  Agency,  S.  Dak.,  final  instructions  in  the  premises. 
Very  respectfully, 

W.  A.  Jones,  Comvmalo 


Department  of  Justice, 
Washhigtcm,  D.  C,  March  21,  !< 
The  Secretary  of  the  Interior. 

Sir:  In  compliance  with  the  ret^uest  contained  in  your  letter  of  tlio 
Instant,  I  have  dlrei-ted  James  D.  Elliott,  United  States  attorney  for  Sout 
kota,  to  defend  the  proceedings  that  have  been,  or  may  hereafter  be,  institut 
l)ehalf  of  Mrs.  Esther  Rousseau  against  Peter  Couchman.  United  States  I 
agent,  Cheyenne  River  Agency,  and  others  for  damages  sustained  by  her  i 
loss  of  glandered  horses  condemned  and  destroyed  by  said  agent  under  r 
authority. 

Very  resi)ect fully.  John  W.  Griggs, 

Attomey-Oenc 
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Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washingtoth  March  29,  1S9H. 
Peteb  Couch  man. 

United  Staten  Indian  Agent,  Cheyenne  River  Agency,  *S.  Dak, 
Sib  :  Keferriiig  to  my  letter  of  March  16  last,  infoniiing  you  as  to  the  action 
taken  on  your  c-onnnunication  of  the  2(1  instant  (relative  to  having  the  United 
States  district  attorney  for  South  Dakota  defend  you  in  any  proceeiiings  insti- 
tuted against  you  by  Mrs.  Esther  Rousseau),  you  are  now  advised  that  this 
office  is  in  receipt,  by  reference  from  the  Department,  of  the  following  letter, 
dated  March  21,  1898,  from  the  Department  of  Justice,  namely : 

"The  Secretary  of  the  Interior. 

"Sir:  In  compliance  with  the  request  contained  in  your  letter  of  the  17th 
instant,  I  have  directed  James  D.  Elliott  United  States  attorney  for  South  Da- 
kota, to  defend  the  proceedings  that  have  l)een  or  may  be  hereafter  instituted 
on  behalf  of  Mrs.  Esther  Rousseau  against  Peter  Couchman,  Indian  agent  Chey- 
enne River  Agency,  and  others,  for  damages  sustained  by  her  in  the  loss  of 
glandered  horses  condemned  and  destroyed  by  said  agent  under  proi)er 
authority. 

"  Very  respectfully,  John  N.  Griggs. 

**Attorney-OeneraW 

Place  yourself  in  communication  with  said  United  States  attorney  at  the 
earliest  practicable  date,  if  you  deem  this  course  necessarj'  at  the  present  time, 
and  supply  him  with  such  information  as  he  may  call  for. 
Very  respectfully, 

W.  A.  Jones,  Cmnmissioner. 


Law  Office  of  Shunk  &  Hughes, 

Pierre,  8.  Dak.,  March  23,  JS98. 
Tbe  Commissioner  of  Indian  Affairs, 

Washington,  D,  C. 
My  Dear  Sir:  We  have  the  honor  to  acknowledge  the  receipt  of  your  letter 
in  re  "  R  "  brand  of  horses ;  also  your  telegram.     While  the  honorable  exam- 
iner is  at  Cheyenne  we  will  try  to  have  him  make  some  examination  of  the  facts 
as  to  the  "  R  "  horses  and  report  them  to  you. 

Very  truly,  yours,  Shunk  &  Hughes. 


I^w  Office  of  Shunk  &  Hughes, 

Pierre,  *Sf.  Dak,,  April  6,  1898. 
Hon.  W.  S.  Jones, 

CommUsHioner  of  Indian  Affairtt,  Washington,  I).  C, 
My  Dear  Sir  :  We  are  in  receipt  of  your  letter  stating  that  further  investiga- 
tion would  be  made  in  reganl  to  the  "  R  '*  brand  of  horses.     When  final  deci- 
sion Is  reached,  may  we  ask,  on  l)ehalf  of  Mrs.  Rou.sseau,  that  we,  as  her 
.itti»nieys,  l»e  informed  of  the  result. 

We  have  the  honor  to  be,  very  truly,  yours. 

Shunk  &  Hughes. 


Invited  States  Departmlnt  of  Agriculture. 

Office  of  the  Secretary. 

Washington,  I).  C, .  . 

The  Secretary  of  the  Interior. 

Sib:  Referring  to  previous  correspondence  regarding  the  alleged  prevalence 
of  glanders  among  the  "  R  "  brand  of  horses  (m  the  Cheyenne  River  Indian 
ReJiervation,  S.  Dak..  I  have  the  honor  to  forward  herewitli  a  report  of  the 
Iniqiector  of  this  Department,  Dr.  Robert  H.  Treacy,  and  the  veterinary  sur- 
geon detailed  by  the  War  Department  to  assist  in  making  this  examination,  for 
such  action  as  you  may  deem  advinnble. 
Very  respectfully, 

James  Wilson.  Secretary. 
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9  Fort  Yates,  N.  Dak.,  April  ), 

The  Secretary  of  the  Interior, 

Vfashingtonx,  D.  C, 

Sir:  In  compliance  with  instructions  received  through  tlie  Departnu 
War  and  Agriculture,  we  have  the  honor  to  report  that  we  met  at  the  Cli 
Ulver  Indian  Agency  on  March  17  and  pro<?ee<led  to  the  Koussean  rai 
miles  south  of  that  point  on  the  Cheyenne  River,  where  the  '*  It "  br 
horses  are  located.  We  expected  to  find  the  brand  still  closely  herded  li 
they  previously  had  b(H»n,  to  await  our  examination,  but  were  infornu 
they  had  scattered  into  small  bands  covering  a  territory  of  over  ."it 
square.  With  the  assistance  of  some  Indian  police  and  Rousseau's  em 
we  had  them  rounded  up  and  corralled  as  found  by  the  riders  daily,  uiiu 
in  all  to  376  head.  These  are  all  that  could  be  found  and,  from  the  n 
liable  information  we  could  get,  we  believe  that  not  more  than  50  other 
It  was  extremely  difficult  to  gather  these  horses  on  account  of  previous 
nations,  killing  of  the  leaders,  etc.,  which  caused  the  breaking  up  of  her 
small  bunches  in  a  nmgh,  broken  country  of  the  "  Bad  Land  "  variety, 
quently  very  difficult  to  find. 

These  horses,  beiujy:  range  bred,  were  very  wild,  and  while  all  seeni- 
fectly  free  from  any*disease,  to  comply  strictly  with  instructions  we  h: 
.H(K)  head  roped  by  tlu?  front  feet  and  thrown,  critically  examintnl,  and  i 
with  scissors  brand.  The  ones  not  thrown  were  mares  about  to  foal.  \ 
sldered  it  an  injustice  to  the  owner,  as  well  as  inhumane,  to  sul».1<vt  t 
such  violence,  having  satisfied  ourselves  that  there  was  no  evidence  of  < 
Out  of  the  300  cast  and  examined  24  head  were  selected  for  the  ma  lie 
consisting  of  all  ages  and  animals  that  had  l)een  previously  condom 
Doctor  Elliott.  Out  of  this  number  tested  by  mallein  but  3  showed  an 
tion,  these  being  low-conditioned  saddle  animals  confined  in  a  small  loy 
during  test  with  but  i)oor  forage  and  showing  not  even  infinitesimal  e 
evidence  of  a  glanderous  nature  (vide  mallein  forms  marked  **  C,"  '*  I 
*'E").  One,  and  the  only  one,  that  show«'d  po.sitive  signs  of  glanders 
unl»randed  r)-months-()ld  colt,  which  showed  superficial  symptoms  of 
glanders  and  which,  we  were  informed,  with  its  dam,  had  affiliated  witl 
boring  Indian  horses,  two  of  which  were  condemned  for  chronic  glan( 
veterinarians  that  had  preceded  us.  viz.  Doctors  Karn,  South  Dakota: 
of  Fort  Meade,  and  Dalton,  of  Chicago. 

This  colt  and  its  dam.  a  roan  mare  7  years  old.  we  had  isolated  and 
the  mallein  test,  without  reaction  in  either  case  (vide  mallein  forms  A  i 
We  afterwards  destroyed  the  colt  for  post-mortem  examination,  and  i 
of  the  deceased  tissue  and  pus  are  herewith  submitted  for  microscoi)ical 
nation  bv  tlio  Bureau  of  Animal  industry.  Tlie  sc^ptum  nasi  was  almo 
pletely  eaten  away,  but  the  lungs  sliowed  little,  if  any.  appearance  of  gl 
The  dam  had  a  slight,  clear  nnicous  discharge  from  the  left  nostril.  ' 
other  svmptoms.  This  mare  was  very  wild  and  fought  liard  every  ti 
was  cast,  as  she  had  to  be  at  each  exaininatitm.  Her  temperature  www 
but  nothing  more  than  was  consistent  with  her  condition  at  tlie  time,  o 
a  ^\x\W  of  excitement  and  exhaustiim. 

In  undoul)tedly  sound  horses  we  fouTid  a  decide<lly  marked  increase 
perature  when  the  operation  of  catching  and  casting  was  i)rotracted  uni 
For  instance,  the  first  horse  caught  and  cast  out  of  bunch  in  corral  in  tin 
ing  would  register  normal  temperature,  the  second  would  show  a  slight  ii 
and  so  on.  till  the  last  of  the  band  caught  in  the  evening  has  sometime 
tered  as  higli  as  104.8,  though  undoubtedly  frw*  from  disease.  The  t< 
cner  which  the  **  R  "  brand  range,  nmnningling  with  upward  of  4.(KM>  ( 
horses  of  (»ther  brands  and  owners,  extends  from  the  Mereau  River  and  it 
taries  on  the  north  to  the  Cheyenne  River  and  its  tril>utaries  on  tlie 
l)oinided  on  the  east  l>y  the  Missouri  River  and  extending  westward 
indefinitely:  and  as  we  have  no  doubt  that  glanders  exists  to  a  great 
among  the  numerous  horses  mentiont*<l  on  the  Cheyenne  River  Indian  li 
tion,  we  w(mld  earnestly  ret'ommend  that  later  in  the  season  (alxmt  the 
or  end  of  June),  when  the  grass  is  good  and  the  mares  have  foaled,  } 
usual  distemper  among  colts  has  passed  away,  all  horses  within  the  rese 
be  thoroughly  roundwl  up  and  that  we  be  authorized  to  employ  a  few 
riders  and  ropers,  examine  all  horses  so  roundeil  ui»  >it  different  poin 
destroy  all  found  affecffnl  with  glanders. 

This  is  the  only  radical  means  we  know  of  of  eradicating  this  diset 
doing  Justice  not  only  to  the  residents  of  the  Indian  reservation,  but  to  tli 
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of  South  Dakota.  This  exunilnation  might  be  extended  to  the  Standincc  Uoek 
Reservation,  where  glanders  has  been  detec-ted  by  one  of  us  (Corc*oran)  from 
time  to  time.  Believing  that  j'ou  require  a  full  report  and  an  expression  of 
oj)inlon  on  the  reports  of  preceding  veterinarians  employed  by  the  Indian  agent 
at  Cheyenne  River  Reservation,  we  have  the  honor  to  respectfully  state  that, 
having  read  Doctor  Elliot's  report  and  sweei)ing  recommendation  for  the  destruc- 
tion of  all  the  •*  R  "  brand  horses,  it  is  evidenced  to  us  by  the  condition  in  which 
we  found  them,  by  the  information  we  had  from  reliable  employees,  unpreju- 
dlcetl  and  impartial  in  the  matter,  and  by  the  letter  of  one  Doctor  Karns,  resi)e<'t- 
fully  submitted,  acknowletlgnig  himself  both  cowardly  and  untruthful,  we  have 
i-onie  to  the  conclusion  that  neither  one  was,  to  say  the  least,  reliable ;  and  indi- 
cation.s  of  a  i)ernicious  peisecution  pervade  this  whole  matter. 

We  think  it  but  just  to  mention  that  we  were  earnestly  and  energetically 
assisted  in  our  investigations  by  Mr.  J.  K.  Seclvler,  assistant  farmer,  Cheyenne 
Agency ;  by  Mr.  J.  H.  Sage,  Okobogo,  S.  Dak.,  as  well  as  by  the  Rousseau  family 
and  their  employee.s. 

Trusting  that  this  report  will  be  considered  satisfactory  by  the  Department, 
we  have  the  honor  to  be. 


Very  resi>ectfully. 


Richard  B.  Corcor.vx. 
Veterinariaiu  Eighth  Cavalry,  l\  »S*.  Arm  it. 
ROBT.  H.  Treacy, 
Veterinarian,  Burran  Animal  Inilu.strif, 


Webster,  S,  Dak..  February  o,  ISOS. 
Mr.  J.  K.  Secki.eb. 

Cheyenne  River  Agency,  8.  Dak. 
Dear  Sib  :  No  doubt  you  will  imagine  I  have  quite  forgotten  the  kindness  paid 
to  me  while  on  the  re.serve  by  you  and  Mrs.  Seckler,  but  such  is  not  the  case ;  it 
has  been  merely  a  matter  (as  you  might  say)  of  neglect,  and  trust  you  will  par- 
don. As  in  regard  to  Mr.  Rousseau's  horses,  I  could  not  help  but  send  in  the  re- 
IJort  I  did,  which  no  doubt  you  have  heard  ere  this.  In  the  first  place,  from  local 
observation  you  know  that  from  first  sight  the  api)ea ranee  of  the  horses  were  fa- 
vorable, and  probably  I  used  a  little  deceit,  which  I  know  was  not  right,  and  after 
taking  the  temperature  I  found  that  I  had  got  into  a  nest,  and  i)oIicy,  I  thought, 
was  the  better  valor.  My  report  was,  "  The  horses  belonging  to  Mr.  R.  Rousseau 
and  branded  with  the  *  R  '  brand  I  diagnose  as  glandered."  I  made  five  different 
Tests  of  the  serum  I  brought  back  with  me,  and  in  every  case  it  proved  to  be 
glanders.  I  have  all  my  slides  belonging  to  the  tests,  which  have  undergone  the 
inicroscordc  examination.  I  took  a  field  mouse  and  injected  some  of  the  serum 
into  his  body  and  he  died  in  twenty-four  hours :  then  took  the  serum  from  the 
viscera  of  the  same  mouse  and  made  an  examination  of  the  same  and  still  found 
glanders,  so  I  think  I  am  Justified  in  sending  in  my  report  as  I  have  done. 
Well,  I  must  close,  as  it  is  midnight,  and  trust  that  you  are  all  well.  With  best 
respects  to  the  family  and  yourself,  and  hoping  to  hear  from  you  in  the  near 
future,  I  remain. 

Respectfully,  yours,  L.  0.  Kabn. 


Committee  on  Indian  Affairs. 

United  States  Senate, 
Washington,  I),  C.  April  20,  1S98. 
Hon.  WnxiAM  A.  Jones, 

Cf/mmissioner  Indian  Affairs,  Washington,  D,  C. 
Dear  Sib:  Will  you  please  send  me  a  copy  of  all  reports  received  at  your 
office  in  relation  to  glandered  horses  on  the  Cheyenne  River  Indian  Reservation, 
S.  Dak.,  particularly  the  report  of  the  State  veterinarian  of  North  Dakota,  and 
also  of  the  veterinarian  from  Fort  Yates? 

Yours,  respectfully,  R.  F.  Pettigrew. 
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Department  of  the  Interior, 

Office  of  Indian  Affairs, 

WaHhington,  April  2),  1898, 
Hon.  K.  F.  Pettiorevv. 

Vnitcd  tStotcH  ficnute.  City. 
Sir  :  Aijreeably  with  the  reiiuest  contained  in  your  coniinunioation  of  the  2()th 
instant,  I  liave  tlie  iionor  to  transmit  herewith  copy  of  rejwrt  of  J.  W.  Elliott, 
State  veterinarian  of  South  Dakota,  dated  February  4,  1898.  and  copy  of  Joint 
report  of  Richard  B,  Corcoran,  veterinarian.  Eighth  Cavalry,  U.  S.  Army,  and 
Robert  II.  Treacy,  veterinarian.  Bureau  of  Animal  Industry,  dated  April  4,  1898, 
in  relation  to  glandered  horses  on  the  Cheyenne  River  Indian  Reservation. 
S".  Dak. 

Very  re8i>ectfully,  W.  A.  Jones,  ConimxHHioner. 


Department  of  Justice, 
Washingtmu  D.  C  May  2,  1898. 
The  Secretary  of  the  Interior. 

Sir:  In  further  reply  to  your  letter  of  the  17th  of  March,  I  have  the  honor 
to  inclose  herewith,  for  your  information,  a  copy  of  a  letter  of  the  25th 
ultimo  from  the  United  States  attorney  for  South  Dakota,  in  which  he  states 
that  he  is  negotiating  with  the  attorneys  for  plaintiff  in  the  suit  of  Esther  Rous- 
seau t*.  Peter  C(mchman.  agent  at  the  Cheyemie  River  Agency,  growing  out  of 
the  condemnation  of  certain  horses,  with  a  view*  of  having  the  entire  proceed- 
ing held  up  until  final  action  is  determined  by  the  Department  (of  the  Interior) 
in  the  premises.  A  copy  of  Department  letter  of  the  11th  of  April,  to  which  the 
United  States  attorney  refers  in  his  letter  of  the  25th  ultimo,  is  also  inclosed 
herewith. 

Very  respectfully,  John  W.  Griggs, 

Attorney-General. 


Sioux  Falls,  S.  Dak.,  April  2o,  1898, 
Hon.  John  W.  Griggs, 

Attoi-vey-Ocneral,  Washington,  D.  C. 
Dear  Sir:  Answering  your  favor,  which  reached  me  in  the  midst  of  the 
Sioux  Falls  term,  I  w^ould  have  answered  sooner,  but  am  negotiating  with  the 
attorneys  for  tlie  plaintiff  with  a  view  of  having  the  entire  proceedings  held  up 
until  final  action  is  determined  by  the  Department  in  the  premises,  the  attor- 
neys stating  to  me  that  the  Department  had  ordered  a  further  examination. 

My  suggestion  as  to  the  issuance  of  a  new  order  is  therefore  entirely  unnec- 
essary.    I  am  satisfied  I  now  have  the  matter  in  hand  with  the  attorneys,  so 
that  in  case  the  former  action  of  the  Department  is  afl3rmed  I  can  put  in  an 
answtT  for  Agent  Couchman  and  proceed  as  if  he  was  not  in  default. 
Yours,  respectfully, 

Jas.  D.  Elliott, 
United  States  Attorney,  South  Dakota, 


Department  of  Justice, 
Washington,  D.  C,  April  11,  1898. 
James  D.  Elliott,  Esq., 

United  States  Attorney,  Sioux  Fall^,  S.  Dak. 
Sir  :  The  Department  di>es  not  fully  comprehend  the  meaning  of  that  iwrtion 
of  your  second  letter  of  the  26th  ultimo  In  which,  referring  to  the  action  Insti- 
tuted in  a  State  court  in  South  Dakota  by  Esther  Rousseau  against  Peter 
Couchman,  agent  at  the  Cheyenne  River  Agency,  growing  out  of  the  condemna- 
tion of  certain  horses,  you  ask  whether  It  would  not  be  l>etter  to  "  Issue  a 
new  order  to  the  agent  who  will  doubtless  qualify  very  soon." 

You  are  on  the  ground  and  In  a  position  to  be  better  acquainted  with  the 
necessities  of  the  case  and  the  local  public  service  than  the  Department  is, 
and  what  is  best  to  be  done  in  the  matter  is  left  to  your  discretion. 
Respectfully, 

John  W.  Griggs, 
A  ttorney-Oeneral. 
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Sioux  Falls.  S.  Dak.,  March  ^6\  1898. 
IIou,  John  W.  Griggs. 

Atlorney-iieiicraU  WaKJnugtoii,  />.  ('. 
DiLvR  SiK :  Slm-e  writing  yoii  to-<la.v  reliitive  to  an  action  iMjnding  against 
Peter  Couchnian.  agent  at  Cheyenne  River  Agency,  by  Esther  Rousseau,  owner 
of  certain  horses  ordered  to  be  killed  by  the  Department,  I  am  satisfied  that  the 
agtmt  and  the  other  defendants  are  in  default  and  a  judgment  is  doubtless  en- 
tered, giving  the  plaintiff  the  possession  of  all  of  the  horses,  and  also  a  ])erraa- 
nent  order  of  injunction  restraining  the  agent  from  killing  the  horses.  What  is 
the  i)ollcy  of  the  Department?  If  this  order  is  entered,  shall  I  make  an  effort 
to  oiien  the  default  and  interpose  an  answer  setting  up  the  fact  that  the  horses 
were  glanderetl.  or  would  it  not  l>e  better  to  issue  a  new  order  to  the  agent,  who 
will  doubtless  <iualify  very  soon? 

I  write  this  at  this  time  to  save  delay,  if  the  former  coiu'se  is  desired.     Of 
<-ourse  I  shall  do  nothing  until  I  hear  from  the  attorney  for  the  plaintiff,  so 
that  I  may  know  just  what  has  been  done. 
Yours,  respectfully, 

J.  A.  Elliott, 
United  States  Attorney y  South  Dakota, 


Aberdeen,  S.  Dak.,  May  7,  1898. 
Hon.  W.  S.  Jones, 

Commissioner  of  Indian  Affairs,  Washinyton,  I).  C. 

Dear  Sir:  On  June  28.  1897,  I  had  the  honor  to  submit  to  your  Department 
a  re|x>rt  relative  to  the  "  R  "  brand  of  horses,  belonging  to  one  Rousseau,  of 
Cheyenne  Indian  Agency,  S.  Dak.  Thereafter  L.  C.  Karn,  of  Webster,  S.  Dak., 
a  practicing  veterinarian,  made  an  examination  of  said  horses  and  cxmfirmed 
my  report  as  to  the  api)ea ranee  of  glanders  among  them. 

It  further  appears  that  in  March,  1898,  Veterinarians  Corcoran  and  Treacy 
examined  the  same  herd,  as  claime<l  by  them,  and  on  April  4,  1898,  made  a  rei)ort 
adversely  to  and  positively  contradicting  the  reports  above  mentioned.  At  this 
time  the  Department  must  be  unable  to  determine  the  actual  status  of  said  herd, 
as  there  appears  to  be  a  conflict  of  opinions. 

As  a  matter  of  protection  to  the  people  on  the  range  and  horse  raisers  gen- 
erally, and  as  a  matter  of  justice  to  the  ow^ner  of  said  horses,  it  should  be  deter- 
mined to  the  complete  satisfaction  of  the  Department  which  reiwrt  can  be 
relied  upon. 

In  making  the  examination  of  the  horses  on  which  the  above  reiwrt  was 
based  1  carefully  preserved  the  proof  necessary  to  substantiate  my  position 
fully  and  completely.  I  must  say  that  the  report  of  Doctors  Corcoran  and 
Treacy  w^as  base<l  on  either  inability  as  veterinarians,  biased  by  some  outside 
Influence,  or  on  misleading  and  concocted  proofs  submitted  to  them  by  inter- 
ested parties. 

I  resijectfully  ask  that  the  Department  determine  this  matter  by  a  comi)etent 
and  unbiased  examination,  in  order  that  justice  may  be  done  to  all,  especially 
the  horse  breeders  of  this  State. 

The  Infected  animals  of  this  herd  are  constantly  being  sold  and  scattered 
throughout  the  State. 

Respectfully  submitted. 

W.  J.  Elliott, 

State  Veterinarian. 


Hon.  George  H.  Bingenheimer, 

United  States  Indian  Agent,  Standing  Rock  Agency,  y.  Dak. 
Sir:  We  are  informed  by  the' State  veterinarian  that  the  constant  outbreaks 
of  glanders  in  counties  bordering  on  the  reservation  originate  from  Indian 
liorses  over  which  this  ofiicial  has  no  control.  Will  you  kindly  cooperate  with 
the  health  oflficlalB  in  this  matter  and  keep  the  Indian  horses  on  said  reserva- 
tion until  they  have  been  examined  by  a  health  officer  authorized  by  the  Gov- 
ernment? 

Wm.  Baxter, 
Alex  Macdonald, 
Jakol  Fischer, 
County  Commissioners  Emmons  County,  N.  Dak. 
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Department  of  the  Interior. 

Office  of  Indian  Affairs. 
Washington,  March  U,  ^899. 
Hon.  H.  C  IIansbrouoh, 

In  Hod  States  Senate, 
Sir:  I  have  the  honor  to  acknowletige  receipt,  by  your  reference,  of  a  com- 
munication from  the  county  commissioners  of  Emmons  County,  X.  Dak.,  rehi- 
tive  to  tlie  existence  of  glanders  among  Indian  horses  of  the  Standing  Rock 
Reservation,  N.  Dak. 

In  reply  thereto  you  are  advised  that  the  matter  has  this  day  been  brought  to 
the  attention  of  tlie  agent  in  charge  of  said  reservation,  with  directions  that  he 
make  full  investigation  and  report  his  conclusions  to  this  office,  together  with 
such  suggestions  or  reammiendation  as  he  may  deem  right  and  proper  in  the 
premises. 

Very  re8i)ectfully,  A.  C.  Tonner, 

Acting  Commissioner, 


Department  of  the  Interior. 

Gfi'ice  of  Indian  Affairs, 
Washington,  March  25,  1899. 
Geo.  H.  Bingenheimer. 

United  States  Indian  Agent,  Standing  Rock,  N,  Dak. 
Sir  :  I  am  in  receipt,  by  reference  from  Hon.  H.  C.  Hansbrough,  United  States 
Senate,  of  a  letter,  without  date,  of  which  the  following  is  a  cx)py.  viz : 

"  Hon.  George  II.  Bingenheimer, 

"  United  States  Indian  Agent,  Standing  Rock  Agency,  N,  Dale, 
"  Sir  :  We  are  Informed  by  the  State  veterinarian  that  the  constant  outbreaks 
of  glanders  in  counties  bordering  on  the  reservation  originate  from  Indian 
horses,  over  which  this  official  has  no  control.  Will  you  kindly  cooperate  with 
the  health  officials  In  this  matter  and  keep  the  Indian  horses  on  said  reserva- 
tion until  they  ha^e  been  examined  by  a  health  officer  authorized  by  the  Gov- 
ernment? 

"  Wm.  Baxter, 
"  Alex.    Macdonald, 
"  JAKOL  Fischer, 
**  County  Commissioners  Emmons  County,  N.  Dak" 

In  order  that  further  consideration  may  be  given  this  matter,  you  are  directed 
to  make  full  Investigation  into  this  subject  and  submit  written  report  to  this 
Office,  with  such  suggestions  or  recommendation  as  you  may  deem  right  and 
proper  in  the  premises. 
Please  give  this  your  immediate  attention. 

Very  respectfully,  A.  C.  Tonneb, 

Acting  Commissioner, 


Standing  Rock  AotNCY,  N.  Dak.„  April  7,  1899. 
The  Commissioner  of  Indian  Affairs, 

Washington,  D.  C. 
Sir:  Acknowledging  receipt  of  office  letter  of  the  25th  ultimo,  as  to  the  ex- 
istence of  glanders  on  this  reservation,  I  have  the  honor  to  Invite  attention  to 
inclosed  report  of  Aaron  C.  Wells,  additional  farmer  in  the  Cannon  Ball  dis- 
trict, which  district  adjoins  Morton  County,  N.  Dak. ;  also  to  petitions  of  the 
county  connnissioners  of  Morton,  Emmons,  and  Burleigh  counties,  which  have 
been  received  at  this  agency  bearing  on  the  same  subject. 

I,  however,  recommend  that  the  State  veterinarian  of  North  Dakota  be 
allowed  to  make  such  examinations  as  may  be  deemed  proper  of  the  horses 
in  the  Cannon  Ball  district  of  this  reservation  and  that  the  exi)ense  of  such 
examinations  be  paid  by  the  Goveniment  William  Mackln,  of  Mandan,  is  the 
State  veterinarian. 

Very  res{)ectfuily,  your  obedient  servant, 

Geo.  H.  Bingenheimer, 

United  States  Indian  Agent. 
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Cannon  Batx  »Station,  April  .>,  11^90. 

Maj.    G.    H.    BiNOENHRIMEB, 

Vnited  States  Indian  Agent, 
Deab  Sir:  Your  letter  of  the  1st  and  4th  instant  recei\*ed,  in  regard  to  sui>- 
TKKted  ghmdered  horses  in  the  district  I  had  a  talk  with  Frank  Black  Hawk, 
and  I  found  a  horse  about  where  he  said  there  was  one,  at  or  near  Goodwood 
Creek,  by  Thomas  Ashley*H  place,  belonging  to  a  Indian  by  the  name  of  White- 
man.  This  horse  is,  as  Black  Hawk  says  it  is.  running  at  the  nose,  also  run- 
ning sores  from  the  glands  of  the  upper  part  of  his  Jaw.  This  horse  I  am  sure 
Is  distemper,  not  glanders.  There  Is  about  30  or  50  head  affected  In  the  same 
way,  caused  by  overwork  and  poor  condition,  and  when  they  get  the  distemper 
then  they  are  turned  out  to  rustle  best  they  can,  and  they  are  so  poor  and 
with  the  distemper  often  cause  death.  With  the  help  of  iK)llce  I  am  trjing  to 
keep  dose  watch  of  this  disease,  not  only  for  the  benefit  of  the  Indians,  but  as 
much  for  myself,  as  I  have  over  100  head  running  on  this  range.  We  have  had 
this  distemper  every  year  since  I  have  been  here.  Some  years  not  so  bad  as 
other  years.  I  have  examined  many  of  them  after  death  and  their  nostrils  do 
not  show  glanders.  I  am  fairly  posted  on  this  disease,  and  l>elleve  that  I  could 
tell  if  I  were  to  see  glanders  from  distemi)ers.  and  I  have  not  seen  any  that  1 
would  call  glanders  so  far.  I  will,  however,  continue  to  keep  close  watch  of 
this  di.sease  and  will  exauiine  more  after  they  are  dead. 

Yours,  resi)ectfully,  A.  C.  Wells. 


Apeil  20.  1899. 
The  Secretary  of  the  Intebiob. 

Sib:  Under  date  of  February  12,  1898,  this  office  submitted  a  full  report  to 
the  Department  relative  to  the  alleged  existence  of  glanders  among  horses 
on  the  Cheyenne  River  Reservation,  S.  Dak.,  the  steps  taken  up  to  that  time 
to  stamp  out  the  disease,  etc.,  and  recommended  that  the  honorable  Secretary  of 
Agri<Tilture  and  the  honorable  Secretary  of  War  be  requested  to  detail  compe- 
tent persons  from  their  Departments  to  proceed  to  the  Cheyenne  River  Agency, 
S.  Dak.,  and  make  a  rigid  and  careful  examination  of  all  horses  stamped  with 
the  "  R "  brand  and  belonging  to  one  Rousseau,  and  that  the  experts  make 
full  peiK»rt  in  the  matter  after  completion  of  their  duties,  accompanied  by  such 
recommendations  as  to  the  case  might  demand.  A  copy  of  said  office  letter  is 
respectfully  transmitted  herewith  for  your  information  in  the  premises.  Ex- 
perts were  subsequently  detailed  by  the  Agricultural  and  War  Departments 
for  this  service,  and  their  original  joint  report  of  April  4,  1898,  is  also  trans- 
mitted herewith. 

I  have  also  the  honor  to  inclose  herewith  copies  of  communication  from  the 
United  States  Indian  agent  at  the  Standing  Rock  Agency,  N.  Dak.,  dated 
April  7.  1899;  also  petitions  from  the  county  commissioners  of  Morton.  Em- 
mons, and  Burleigh  counties,  N.  Dak.,  relative  to  the  alleged  existence  of 
glanders  on  the  Standing  Rock  Reservation,  and  soliciting  that  an  exi)ert 
make  a  rigid  examination  of  the  horses  on  said  reserve  with  a  view  to 
stamping  out  the  disease. 

The  agent  recommends  that  "  the  State  veterinarian  of  North  Dakota  be 
allowed  to  make  such  examinations  as  may  be  deemed  proper  of  the  horses 
in  the  Caimon  Ball  district  ♦  ♦  •  and  that  the  expense  of  such  examination 
be  paid  by  the  Government" 

In  the  said  joint  report  of  Doctors  Corcoran  and  Treacy  the  following  ap- 
pears: 

"  *  ♦  ♦  And  as  we  have  no  doubt  that  glanders  exists  to  a  gi'eat  extent 
amongst  the  numerous  horses  mentioned  (the  "R"  brand)  on  the  Cheyenne 
River  Indian  Reservation,  we  would  earnestly  recommend  that  later  In  the 
season  (about  the  middle  or  end  of  June),  when  the  grass  is  good,  and  mares 
have  foaled,  and  the  usual  distemper  amongst  colts  has  passed  away,  all 
borsefi  within  the  reservation  be  thoroughlj'  rounded  up,  and  that  we  be 
authorized  to  employ  a  few  expert  riders  and  ropers,  examine  all  horses  so 
founded  up,  at  different  points,  and  destroy  all  found  affected  with  glanders. 

"This  Is  the  only  radical  means  we  know  of  eradicating  this  disease  and 
doing  justice  not  only  to  the  residents  of  the  Indian  reservation,  but  the  State 
of  South  Dakota.  This  examination  might  be  extended  to  the  Standing  Rock 
Resservation,  where  glanders  has  been  detected  by  one  of  us  (Corcoran)  from 
time  to  time    ♦     ♦    ♦." 
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In  view  of  the  fact  that  an  injunction  was  secured  from  the  court  by  said 
Rousseau  when  an  effort  was  made  !)y  the  agent  of  the  Clieyenne  River 
Agency,  S.  Dak.,  to  carry  out  the  instructions  of  the  Department  relative  to 
the  killing  of  all  glaftdered  horses  of  the  **  R  *'  brand  owned  by  Rousseau,  that 
orders  were  subsetjuently  given  the  agent  to  take  no  further  action  in  the 
premises  until  further  advices  from  the  office,  as  the  suit  instituted  by  said 
Rousseau  against  the  agent  has  been  held  up  until  final  action  Is  determined 
Ijjy  the  Department  (as  shown  by  original  letter  from  the  Department  of 
Justice  herewith),  as  claims  against  the  (Government  will  In  all  yrobabllity 
be  presented  In  case  glandered  horses  are  kille<l,  I  have  to  respectfully  recom- 
mend that  the  papers  in  the  case  be  referred  to  a  United  States  Indian  in- 
si)ector  of  the  Department  for  full  investigation,  reiwrt.  and  reetmnnendation 
in  the  matter  of  glandered  horses  on  lx)th  the  Cheyenne  River  and  Standing 
Rock  reservations,  and  that  when  said  report,  etc..  shall  have  been  received 
the  Department  give  this  office  such  Instructions  in  the  premises  as  may 
he  deemed  necessary-  with  a  view  to  entirely  wiping  out  this  disease  from  the 
two  reservations  mentioned. 

Very  resi^ectfully,  W.  A.  J.,  Commissiwiei', 


April  17,  1899. 
The  Secretary  of  the  Interior. 

Sir:  I  have  the  honor  to  Inclose  herewith  coi)ies  of  comnnniication  fix)m  the 
United  States  Indian  agent  at  the  Standing  Rock  Agency,  N.  Dak.,  dated 
April  7,  1899,  also  petitions  from  the  coimty  commissioners  of  Morton,  Em- 
mons, and  Burleigh  counties,  N.  Dak.,  relative  to  the  alleged  existence  of 
glanders  on  the  Standing  Rock  Reservation,  and  soliciting  that  an  exi)ert  make 
a  rigid  examination  of  the  horses  on  said  reserve  with  a  view  of  stamping  out 
the  disease. 

The  agent  recommends  "  that  the  State  veterinarian  of  North  Dakota  be 
allowed  to  make  such  examination  as  may  be  deemed  proper  of  the  horses  in 
the  Cannon  Hall  district  ♦  ♦  ♦  and  that  the  exiwnse  of  such  examinations 
be  paid  by  the  Government." 

I  can  not  concur  In  the  agent's  request,  l)ut  have  the  honor  to  reconmiend 
that  the  honorable  Secretary  of  Agriculture  he  requested  to  detail  a  conqjetent 
person  from  Ids  Department  to  visit  the  Standing  Rock  Reservalon,  N.  Dak., 
and  make  a  very  rigid  examination  of  all  horses  on  the  reserve,  whether 
l)elonglng  to  the  Government,  the  Indians,  or  other  persons,  with  a  view  to 
determine  whether  or  no  glanders  exists  on  the  reserve,  and  that  this  Depart- 
ment be  advised  as  to  the  name  and  address  of  the  party  so  detailed. 

It  is  also  recommended  that  authority  be  granteii  the  United  States  Indian 
agent  at  the  Standing  Rock  Agency,  N.  Dak.,  to  expend  such  sum  as  may  be 
absolutely  necessary  in  the  i)aynient  of  the  traveling  and  Incidental  expenses 
that  may  be  incurred  l)y  the  i)erson  so  detailed  by  the  Agricultural  Department 
while  carrying  out  the  orders  of  the  Department,  payment  therefor  to  he  made 
upon  i)resentation  of  proper  voucher  and  subvouchers  (in  triplicate),  the  orig- 
inal voucher  to  be  duly  sworn  to.  A  number  of  blank  vouchers  and  subvouch- 
ers are  herewith  transmitted  for  use  of  the  person  that  may  be  detailed,  sub- 
vouchers  to  be  attached  to  voucher  before  payment  is  made  by  the  agent.  Set- 
tlement to  be  made  from  appropriation  "  SupiH>rt  of  Sioux,  different  trll>es, 
subsistence  and  civilization,  1809." 

It  is  further  recommended  that  authority  be  granted  said  agent  to  destroy, 
in  the  most  humane  manner,  all  horses  that  are  found  to  be  suffering  from 
glanders,  after  examination  by  said  Government  expert,  whether  said  horses 
are  the  property  of  the  Government,  the  Indians,  or  others  residing  on  the 
reservation ;  provided,  however,  that  no  promise  whatever  be  made  as  to  com- 
pensation for  stock  so  destroyed,  this  course  being  deemed  absolutely  necessarj' 
in  order  that  the  disease,  if  found  to  exist,  may  be  thoroughly  wiped  out. 
Very  respectfully, 

W.  A.  J.,  CommiHHioncr. 
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February  12,  1898. 
The  Secretary  of  the  Interior. 

Sir  :  Under  date  of  December  17.  18f)7,  the  Department  granted  authority  for 
the  United  States  Indian  agent  at  the  Cheyenne  River  Agency,  S.  Dalf.,  to  pur- 
chase cartridges,  employ  labor,  etc..  Incident  to  the  killing  and  cremation  of 
"  R  "  brand  hornes  on  said  reservation  suffering  from  "  glanders "  and  con- 
demnetl  by  two  competent  veterinary  surgeons  employed  by  the  agent  under 
projjer  authority  from  the  Department. 

The  agent  in  charge  of  the  Cheyenne  River  Agency,  S.  Dak.,  subsequently 
took  tlie  necessary  steps  to  carry  out  the  directions  of  the  Department. 

Under  date  of  January  22,  18!)8,  Hon.  R.  F.  Pettigrew,  United  States  Senate, 
addressed  the  following  letter  to  this  office,  viz : 

"  I  inclose  a  telegram  about  which  I  telephoned  you  this  afternoon.  I  asked 
that  this  order  be  suspended  for  further  investigation.  I  know  these  parties 
and  think  the  order  should  be  suspended  as  they  request.  Will  you  please 
telegraph  Agent  Couchman  to  that  effect?  " 

The  telegram  referred  to  in  Senator  Pettigrew's  letter  was  from  John  F, 
nugbes,  dated  Pierre,  S.  Dak.,  January  21,  1808,  and  reads  as  follows: 

"An  order  has  been  issued  by  Indian  Office  or  Secretary  Interior  ordering 
"  R  "  brand  of  horses  on  Cheyenne  River  Agency.  S.  Dak.,  Immediately  killed. 
Client  Rousseau  has  Just  heard  of  this  order  and  has  had  no  time  to  api)ear  and 
show  erroneous.  Have  this  order  suspended  by  wire  to  Major  Couchman,  agent 
Cheyenne  River  Agency.  S.  Dak.,  for  few  days  to  enable  Rousseau  to  have  horses 
further  examined.  Government  Surgeon  Tracey,  at  Fort  Meade,  S.  Dak.,  after 
tliorough  examination,  reports  to  Rousseau  that  horses  are  free  from  glanders. 
We  have  other  surgeons  coming  and  want  time  for  examination.  This  can  do 
DO  barm  and  will  save  to  Rousseau  all  the  property  she  has,  worth  $25,000. 
Aoftwer  my  expense." 

In  compliance  with  Senator  Pettigrew*s  request  the  following  telegram  was 
transmitted  to  Agent  Coochmau  by  this  Office  on  the  22d  ultimo,  viz : 

"  Susi)end  order  to  destroy  glandered  horses  of  "  R  "  brand  until  further 
orders." 

Tlie  following  letter  was  also  addressed  by  me  to  Senator  Pettigi*ew  on  the 
same  date,  viz : 

**  In  compliance  with  your  request  of  this  date,  based  uiK)n  a  telegram  of  John 
F.  Hughes,  of  Pierre,  S.  Dak.,  I  have  telegraphed  the  United  States  Indian 
agent  at  Cheyenne  River  Agency,  S.  Dak.,  to  suspend  the  destruction  of  glan- 
dered horses  of  "  R  "  brand  until  further  orders.  As  Mr.  Hughes  asks  that  the 
order  be  suspended  for  a  few  days  only,  I  have  telegraphed  Agent  Couchman 
with  the  understanding  that  tlie  suspension  shall  l>e  for  a  very  brief  period, 
unless  it  can  be  clearly  shown  that  the  order  is  erroneous." 

I  now  have  the  honor  to  inclose  herewith  copy  of  a  letter  from  Messrs. 
Shunk  &  Hughes,  of  Pierre,  S.  Dak.,  attorneys  for  Mrs.  Esther  Rousseau,  the 
ailege<]  owner  of  the  **  R  "  brand  horses  ordered  killed,  as  cited  al)Ove :  also  copy 
of  Mrs.  Rousseau's  petition,  iiraying  that  said  order  he  suspendeti  and  a  further 
examination  nmde  of  her  horses,  for  reasons  set  forth  therein. 

I  also  Inclose  a  coumiunication  from  J.  W,  Elliott,  State  veterinarian  for 
South  Dakota  (who  made  the  first  examination  of  said  "  R  "  brand,  and  recom- 
mending the  destruction  of  the  entire  herd,  which  reconmiendution  was  subse- 
quently concurred  In  by  L.  C.  Karn,  veterinarj'  surgeon,  who  made  an  additional 
examination  of  said  brand  under  authority  from  the  Department  dated  October 
7,  1897).  setting  forth  fully  the  history  of  the  case,  and  stating: 

"  ♦  •  •  In  1897  I  was  again  calletl,  and  this  time  succeeded  in  rounding 
up  all  or  nearly  all  of  that  (Rousseau)  brand  of  horses,  and  after  a  careful 
and  thorough  examination  of  all  those  horses,  with  a  keen  sense  of  the 
responsibility  involved,  I  was  forced  to  the  conclusion  that  there  was  nothing 
to  do  in  this  case  but  to  condemn  the  whole  "  R  "  brand  of  horses.  My  judg- 
ment has  since  been  corroborated  by  Dr.  L.  C.  Karn»  who  is  a  graduate  of 
Toronto  Veterinary  College. 

**  We  have  tested  the  virus  from  these  horses  by  all  the  different  tests  known 
to  the  profession,  and  are  prepared  to  sustain  our  opinions  with  the  best  of 
proof  at  any  time.    There  is  no  doubt  about  this  disease  being  glanders. 

"As  State  veterinarian  I  am  unable  to  cope  with  this  disease,  as  our  legisla- 
ture failed  to  make  any  appropriation  for  my  office.  As  these  horses  are  upon 
(Jovenmient  lands  and  under  the  jurisdiction  of  the  l^nite<i  States  I  am 
unable  to  reach  them. 
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"  These  horses  are  being  spread  all  over  the  State,  infecting  the  stwls 
sections,  and  I  consider  it  the  duty  of  the  General  Government  to  detal 
one  to  lool£  after  this  matter,  or  empower  me  with  sufficient  autho 
proceed. 

"  1  shall  be  pleased  to  furnish  you  with  any  information  in  my  i>og 
and  to  cooperate  with  any  i>er8on  you  may  appoint  for  this  work." 

In  this  connection  1  might  add  that  "  glanders  "  was  first  discoveral 
horses  on  the  Cheyenne  River  Reserve  in  1891,  and  the  Department  hji 
time  to  time  since  that  date  authorized  the  agent  in  charge  of  said  re8« 
to  expend  large  sums  of  money  in  the  employment  of  veterinary  surg 
examine  and  kill  horses  afflicted  with  said  disease.  It  now  apiiears  t 
only  (fourse  left  to  stamp  out  the  disease  from  the  reservation  is  to  dest 
entire  "  R  "  brand,  as  authorized  by  the  Department 

Before  taking  further  action  in  the  premises,  and  In  order  that  no 
Injustice  may  be  done  the  owner  of  the  horses.  I  have  to  respectfully 
mend  that  the  honorable  Secretary  of  Agriculture  be  requested  to  ( 
competent  i^erson  from  his  Department  to  proceed  to  the  Cheyenne 
Agency,  S.  Dak.,  and  make  a  rigid  and  careful  examination  of  all 
stamped  with  the  *'  R  "  brand  and  belonging  to  said  Rousseau ;  and  tl 
report  be  made  in  the  matter,  with  such  suggestions  or  reconmieudal 
may  be  deemed  right  and  proper,  to  the  end  that  the  order  for  the  des 
of  said  horses  may  be  carried  out  without  delay,  or  that  same  be 
entirely. 

It  is  further  recommended  that  the  name  of  the  party  so  detailed 
municated  to  this  Office,  and  that  he  proceed  to  said  Agency  at  the  very 
possible  moment. 

The  actual  and  necessary  traveling  expenses  of  the  i)erson  detailed 
Department  of  Agriculture  will  be  made  by  this  Oflice  from  appro 
"  Support  of  Sioux,  different  tribes,  subsistence  and  civilization,  18J»J: 
presentation  of  proper  voucher  (In  duplicate),  with  subvouchers  j 
thereto. 

Very  respectfully,  W.  A.  J.,  Commisi 


Mandan,  N.  Dak.,  Slcjitemhcr  1.) 
lion.  (tEOroe  H.  Binoeniieimeb, 

Vtiitcfl  folates  Indian  Agent  standing  Rock  Agenau,  \,  Dak. 
Sir:  We  the  undersigned  county  commissioners  of  the  county  of 
N.  Dak.,  In  behalf  of  the  i)eople  of  this  coimty  i>ctltlon  as  follows:  I 
as  this  county  adjoins  the  Standing  Rock  Agency,  the  horses  belong! n 
Indians  residing  on  said  agency  mingle  and  mix  with  horses  bcloi 
the  settlers  residing  in  this  county  :  and  inasmuch  as  the  hoi*ses  belongii 
Indians  have  In  several  cases  been  subject  to  a  disease  called  **  ghnuU 
have  si)read  such  disease  among  the  horses  l)elonglng  to  the  adjoining 
and  inasnmch  as  our  district  veterlnaiy  has  informed  us  officially  tlu 
ers  do  exist  among  the  horses  belonging  to  said  Indians,  we  do  res 
petition  and  ask  that  said  horses  belonging  to  the  Indians  on  the 
Rock  Agency  be  submitted  to  a  rigid  examination,  with  a  view  to  Isolate 
cases  and  to  stop  the  spreading  of  tiie  disease. 

We  desire  that  you  take  this  matter  up  through  the  projwr  channel  i 
it  acted  upon  at  once  and  thereby  give  our  settlers  the  relief  asked  for. 
We  are,  respectfully, 

H,  H.  Browx, 
E.  R.  Sheppai 
Wm.  Enoetter, 

C.  P.     OllOURK 

D.  L.  Foist, 
Board  of  County  Commissioners  Morton  County.  \ 


CLAIM    OF   ESTHER   ROUSSEAU.  53 

Hon.  George  H.  Bingeniieimeb. 

I'nited  States  Indian  Ayeni,  Standing  Rock  Agency,  X.  Dak. 
Sia:  We  are  infonued  by  the  State  veterinarliin  that  the  constant  outbreaks 
of  glanders  in  counties  bordering  on  the  reservation  originate  from  Indian 
horses,  over  which  this  official  has  no  control.  Will  you  kindly  cooperate  with 
the  health  officials  in  this  matter  and  keep  the  Indian  horses  on  said  reserva- 
tion until  they  have  been  examined  by  a  health  officer  authorized  by  the  Gov- 
ernment ? 

HARiTiY  Harris. 
O.  W.  Johnson, 
Geo.  a.  Welch, 
County  Comwisftioners,  Burleigh  County,  \.  Dak. 


Department  of  the  Interior. 

Office  of  Indian  Affairs, 

Washington,  April  2L  JS99, 
Hon.  H.  C.  Hansbrough, 

rnited  States  Senate,  City. 
Sir:  Referring  to  your  indorsement  on  petition  from  the  county  cH)mmis- 
sioners  of  Eininons  County,  N.  Dak.,  requesting  that  steps  l)e  taken  by  the  Gov- 
ernment looking  to  the  suppression  of  glanders  among  horses  on  the  Standing 
Rock  Reservation,  X.  Dak.,  you  are  respectfully  informed  that  a  full  report 
has  been  submitte<i  to  the  honorable  Secretary  of  the  Interior  relative  to  the 
existence  of  glanders  on  the  Cheyenne  River  and  Standing  Rock  reservations, 
with  the  request  that  a  United  States  Indian  insiKK»tor  of  the  Department 
make  a  full  investigaticm,  rer>ort,  and  recommendation  on  the  subje<*t,  and  that 
when  said  report,  etc.,  shall  have  been  received  this  Office  be  given  such  instruc- 
tions in  the  premises  as  may  be  deemed  necessary,  with  a  view  to  having  said 
disease  entirely  wiped  out  from  said  reservations. 
Very  respectfully, 

W.  A.  Jones,  Commissioner. 


Aberdeen,  S.  Dak..  August  22,  1899. 
Hon,  W.  A.  Jones, 

Commissioner  Indian  Affairs,  Washington,  D.  C. 
Dear  Str:  I  hand  you  herewith  a  letter  addressed  to  me  by  Dr.  F.  H.  Files, 
Sionx  Falls,  S.  Dak.,  president  State  lx)ard  of  health,  which  letter  fully  explains 
itself.  Personally  I  am  not  familiar  with  the  latitude  oi)en  to  your  Bureau  in 
such  matters,  but  the  glandered  stock  in  the  vicinity  mentioned  has  long  been  a 
great  source  of  annoyance  and  expense  to  farmers,  and  I  shall  be  glad  to  have 
you  take  any  steps  within  your  iK)wer  to  ascertain  whether  there  are,  in  fact, 
glandered  horses  on  the  Cheyenne  River  Agency  Reservation,  and,  if  possible, 
stamp  out  the  disease  if  found  to  exist. 

Respectfully,  James  H.  Kyle. 


Bangor,  S.  Dak..  July  19,  1899. 
President  State  Board  of  Health, 

Pierre,  S.  Dak. 

Sir  :  In  the  last  year  the  loss  to  the  taxpayers  for  the  inspei'tiou  and  final 
disiK>8ition  of  glandered  horses  has  amounted  to  many  hundreds  of  dollars,  and 
this  does  not  take  into  account  the  losses  to  the  unfortunate  owners  of  the 
animals,  and  there  Is  very  good  reason  to  believe  that  the  disease  prevalent  in 
this  county  can  l)e  traced  to  infection  by  horses  from  the  great  Sioux  Reserva- 
tion In  every  case. 

In  fact,  there  has  not  l)een  a  single  case  in  the  eastern  side  of  the  county, 
which  is  farthest  removed  from  the  Missouri  River  and  the  reservation. 

The  loss  to  the  county  of  Walworth  is  a  very  serious  matter,  and  we  take  the 
liberty  of  suggesting  to  your  honorable  board  that  the  General  Government  he 
requested  to  cause  an  inspection  of  the  condition  of  the  liorses  kept  by  the 
Sioux  Indians  and  something  done  to  protect  the  counties  Iwrdering  upon  the 
reservation  from  losses  they  are  unable  to  bear. 
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During  the  winter  months  there  Is  free  Intercourse  between  the  reset 
and  the  east  side  of  the  river  by  means  of  the  ice  bridge,  and  the  river  c( 
are  never  without  the  disease. 

It  has  prevailed  along  the  river  in  this  county  since  the  year  188;^ 
personal  knowledge  of  the  writer,  at  which  time  there  were  bands  of 
horses  kept  on  this  side  of  the  Missouri. 

Very  resi)ectfully,  W.  H.  Burns,  President. 

Wahcorth  County,  S. 


Sioux  Falls,  S.  Dak.,  August  15. 

State  board  of  health  of  South  Dakota  in  regular  session  assembled. 

Whereas  reiwrts  have  frequently  reached  this  board  of  health  from 
boards  of  health  adjacent  to  -the  Indian  reservations  in  the  State  of 
Dakota  that  some  contagious  disease,  supposed  to  be  glanders,  has  fo 
time  afflicted  the  horses  in  that  locality,  and  that  it  is  claimed  to  ha^ 
communicated  by  the  horses  belonging  to  the  said  Indians,  and  th< 
being  the  cause  of  great  financial  loss  to  the  people  of  that  communitj-. 
board  of  health,  do  hereby  request  the  Indian  Bureau  at  Washington  t( 
tigate  this  matter  at  the  expense  of  the  Government. 

Freueric  H.  Files,  Prcs\ 

A.  E.  Clougii,  Secretary, 


State  Board  of  Health 
Siour  FallSy  8,  Dak,,  August  21, 
Hon.  J.  H.  Kyle,  Sioux  Falls,  8.  Dak. 

My  Dear  Sir:  Please  find  inclosed  correspondence  from  the  superin 
of  Walworth  County  board  of  health.  South  Dakota.  I  also  transmit 
a  copy  of  the  action  of  the  State  board  of  health  in  re  the  subject  consic 
these  communications. 

The  State  board  of  health  have  no  way  to  investigate  or  stamp  out 
ease  of  glanders  in  imorganized  counties  on  the  Sioux  Reservation, 
are  there  any  funds  in  the  possession  of  the  State  board  of  health  to  pi 
this  work.    The  information  received  by  this  board  does  not  state  spe 
upon  what  Indian   reservations  the  disease  of  glanders  is  prevalent, 
quite  possible  that  it  may  Infect  roving  herds  of  horses. 

It  occurs  to  this  board  that  this  is  a  matter  of  importance  to  the 
Government,  and  for  this  reason  this  cx)mmuuication  is  addressed  to  y 
the  expressed  wish  that  you  refer  It  to  the  proi)er  Department  at  Was 
with  your  recommendation  that  the  Government  take  such  steps  as 
deem  necessary  to  investigate  the  question  of  the  existence  of  glanders 
I'eservations  west  of  the  Missouri  River.  This  board  will  cooi>erate  v 
Government  in  every  way  possible,  and,  should  th^  Government  re<iuest 
undertake  to  furnish  more  definite  information  as  to  the  localities  affect 
this  disease. 

Very  resi)ectfully.  yours,  F.  H.  File 

Superintendent  State  Board  of  H 


Proceedings  of  the  county  board  of  health  for  Walworth  County,  S. 

The  board  met  as  per  call  by  the  president  on  this  10th  day  of  Jul; 
J 800.  Present:  W.  H.  Burns,  president;  Dr.  H.  R.  Gunderman,  superin 
and  Dr.  A.  Bell,  vice-president. 

Dr.  H.  R.  Gunderman  stated  to  the  Iward  that  It  had  been  reiwrtiMl 
that  a  certain  horse  in  the  i>osses8ion  of  John  Morris,  of  Walworth 
then  temporarily  absent  from  the  county,  was  affected  with  a  disease  res 
glanders.  State  veterinarian.  Doctor  Elliott,  being  called  from  Aberdeen,  e; 
the  horse  on  or  about  May  22,  and  found  the  animal  free  from  glanders. 
Elliott  also  examined  a  horse  belonging  to  Mr.  Hilde,  of  Walworth  Cou 
horse  being  likewise  reported  to  be  affected  with  glanders,  and  found  t 
also  free  from  contagious  disease. 


CLAIM    OF   ESTHER   ROIISSBIAU.  55 

It  was  moved  and  seconded  that  the  action  of  the  superintendent  be  approved 
by  the  lK>ard. 

Dr.  H.  H.  Gundernian  reported  further  that  on  the  5th  day  of  June,  181K),  a 
horse  was  brought  to  Bangor.  Walworth  County,  S.  Dak.,  by  Louis  Larson,  of 
said  county  and  State.  Suspicions  existing  that  this  liorse  was  affected  with 
glanders,  the  animal  was  kept  under  quarantine  and  examined  under  sui)er- 
visiou  of  J.  P.  Foster,  of  Bangor,  S.  Dak.,  as  to  the  existence  of  the  disease,  Mr. 
Foster  making  use  of  the  mallein  test,  and  Mr.  Larson  agreeing  to  accept  Mr. 
Foster's  opinion  as  final  and  to  destroy  the  animal  if  found  diseased  as  stated, 
holding  the  county  blameless  in  the  matter  whatever  the  result  might  be. 
The  horse  was  found  aflfected  with  glanders  and  the  animal  was  ordered  to  l>e 
killed  and  the  carcass  destroyed  by  fire. 

I'l)on  motion  the  action  of  the  8ui)erlntendent  in  this  matter  was  approved  by 
the  entire  board. 

Dr.  H.  K.  Gundemiann  reiwrted  further  that  on  the  6th  day  of  July,  1899, 
Ix>uis  Larson,  of  Walworth  County,  S.  Dak.,  reported  to  him  that  he  had  lost 
during  the  last  year  six  animals  by  diseaRe,  presumably  glanders  in  every  case ; 
that  he  had  now  nine  horses  left,  some  of  which  he  believed  to  be  affected 
witli  the  same  disease  in  a  latent  form  at  present.  Mr.  Larson's  signing  an 
agreement  to  the  same  effect  as  .before,  the  same  test  was  applied,  with  the 
result  that  out  of  nine  horses  four  were  found  to  be  affectetl  as  supposed,  two 
were  pronounced  to  be  suspicious  and  subjects  for  a  further  examination  later 
on,  and  three  horses  were  found  to  be  free  from  contagious  disease. 

I'ljon  motion  the  board  approved  the  subsequent  action  of  the  superintendent 
to  the  effect  of  the  destruction  of  the  four  animals  diseased,  the  keeping  under 
quarantine  of  the  suspicious  animals,  and  the  consuming  by  fire  of  the 
stable  of  Louis  Larson  wherein  the  diseased  animals  had  been  kept,  this  stable 
being  a  public  danger  to  animals  as  well  as  to  human  beings. 

It  was  further  moved  and  carried  that  the  State  board  of  health  of  South 
Dakota  he  requested  to  take  such  action  as  would  cause  a  careful  insi)ection  of 
the  horses  kept  by  Indians  on  the  great  Sioux  Reservation  as  a  protection  to  the 
owners  of  horses  in  the  counties  liorderlng  on  the  said  great  Sioux  Reservation 
and  througliout  the  State  of  South  Dakota  against  glanders  and  other  infec- 
tious diseases  of  animals,  the  counties  bordering  on  this  reservation  meeting 
with  great  losses  on  account  of  the  prevalence  of  glanders  and  because  in  every 
ease  almost  the  starting  i)oint  of  this  disease  can  be  traced  to  horses  coming 
from  the  reservation. 

Moved  and  seconded  to  have  the  meeting  of  the  board  published  in  both  papers 
in  the  county. 

W.  H.  BUBNS, 
President  County  Board  of  Health. 

H.    R.   GUNDERMANN.    M.    D., 

Superintendent  County  Board  of  Health  for  Waltrorth  County,  8.  Dak. 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  Srpicmher  Id.  1899. 
Hon.  James  H.  Kyle,  Aberdeen,  S.  Dak. 

Sir  :  I  have  the  honor  to  acknowledge  receipt  of  your  letter  of  August  22,  in- 
closing correspondence  between  members  of  the  South  Dakota  board  of  health 
relative  to  glanders  st(K*k  in  the  vicinity  of  Cheyenne  River  Reservation,  and  in 
reply  will  state  that  the  matter  is  under  investigation,  and  if  the  disease  is 
found  to  exist  proper  action  will  be  taken  to  stamp  it  out. 
Very  respectfully. 

A.    C.    TONNER, 

Acting  Commissioner. 


Aberdeen.  S.  Dak.,  8cptcwher  23.  1899. 

Hon.  \^^  A.  Jones, 

Commissioner  of  Indian  Affairs,  Washington,  D.  C. 
My  Dear  Sib  :  Referring  to  my  letter  to  you  imder  date  of  August  22.  1899, 
allow  me  to  say  that  I  am  in  receipt  of  an  inquiry  from  Dr.  F.  H.  Files,  asking 
what.  If  any,  action  you  found  it  possible  to  take  in  relation  to  "  glandered 
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horses,"  alleged  to  be  on  the  Cheyenne  Indian  Reservation.  As  j*et  I  h. 
reply  or  acknowledgment  of  my  communication ;  therefore  am  unable  to 
the  chairman  State  board  of  health.  Did  you  find  it  possible  to  take  i 
if  so,  what  was  or  will  be  done? 

Respectfully,  Jamks  H.  h 


Department  of  the  Interior. 

Oftice  of  Indian  Affairs 
Washington,  September  30, 
Hon.  J.  H.  Kyle,  Aberdeen,  S.  Dak. 

Sir:  I  have  the  honor  to  acknowledge  receipt  of  your  letter  of  t 
instant,  relative  to  glandered  horses  alleged  to  be  on  the  Cheyenne 
Reservation,  about  which  you  made  inquiry  under  date  of  August  22. 

In  reply  you  are  advise^l  that  as  yet  the  honorable  Secretary  of  the  I 
has  not  received  the  report  of  Ins|:)ector  Tinker,  who  was  detailed  to 
gate  the  matter,  but  is  expecting  it  every  day.     As  soon  as  said  rei>ori 
celved  in  this  Office  from  the  Department  I  will  advise  you  of  the  pi 
steps  to  be  taken  in  the  matter. 

Very  re8i)ect fully,  A.  C.  Tonner 

Aeting  Comminsi 


Cheyenne  River  Agency,  S.  Dak. 
September  30, 
The  Secretary  of  the  Interior. 

Sir:  According  to  instructions  contained  In  your  communication  of  J 
1899,  I  have  the  honor  to  submit  my  report  and  rei'oumiendations  i 
to  horses  alleged  to  be  suffering  from  glanders  at  the  Standing  Ro 
Cheyenne  River  reservations,  S.  Dak.,  which  I  trust  will  prove  satisfaci 
I  have  also  forwarded  3'ou  this  day  under  separate  cover  a  l>ox  cor 
slides  to  be  examined  under  a  microscoi>e  which  are  supposed  to  sb 
glanderous  bacilli. 

Very  resi)ect fully.  Arthur  M.  Tinkei 

United  States  Indian  Insp 


Cheyenne  River  Agency,  S.  Dak.,  September  30. 
The  Secretary  of  the  Interior. 

Sir:  According  to  instructions  containetl  in  your  communication  of  J 
1890,  I  have  the  honor  to  report  the  result  of  my  Investigation  of  Ik 
the  Standing  Rock  Reservation  and  of  those  branded  **  R."  owned  l 
Esther  Rou.s.seau,  of  the  Cheyenne  River  Reservation,  said  to  be  suflferl 
glanders. 

The  Rousseau  home  ranch  Is  located  al)out  45  miles  from  the  Cheyeni] 
Agency,  on  the  Cheyenne  River.  Most  of  the  horses  owned  by  ^Irs. 
Rousseau  (branded  **R/')  are  wild  range  horses,  much  wilder  than  tl 
age  range  stock.  The  alleged  reason  for  their  being  so  wild  is  that  th 
been  rounded  up,  roped,  and  thrown  by  veterinary  surgeons  so  often 
many  of  them  and  their  leaders  shot,  many  killed,  and  some  wounded 
open  prairie  that  nixtu  the  ai)proach  of  a  person  they  start  at  onc»e  to 
of  the  way.  They  roam  In  small  bands,  much  smaller  than  they  die 
so  many  of  them  were  kllletl,  and  are  scattered  over  a  very  large  se 
country. 

As  It  would  require  some  time  to  get  them  together.  Mr.  Rousseau 
the  agency  and  nMiueste<l  that  ample  notice  be  given  him  to  round  t 
up  to  enable  me  to  Inspect  them  and  report  on  their  condition.  It  wa 
ally  agreed  that  after  I  had  concluded  my  investigation  and  made  in: 
of  the  affairs  of  this  agency  I  should  go  first  to  the  Standing  Rock  1 
tion  and  ast»ertain  if  there  were  an>'  horses  there  that  were  sufferli 
glanders.  To  give  Mr.  Roa<^seau  the  desired  time  to  get  the  horses  to^ 
was  to  notifj-  him  the  day  of  my  departure  for  Standing  Rock,  whic 
and  he  was  to  commence  to  round-up  their  horses  at  that  time  and  he 
mitll  1  reached  his  ranch,  so  I  could  examine  them. 
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Upon  my  arrival  at  Standing  Roclc  Agency  I  found  William  Mackin.  veterin- 
arian for  the  sixth  veterinary  district,  North  Daltota,  who  was  there  vaccinating 
cattle  for  "  blackleg."  He,  being  very  desirous  to  know  if  glanders  did  exist 
among  the  horses  of  the  reservation,  administered  the  mullein  test  to  several 
animals  that  showed  unmistakable  symptoms  of  glanders  and  one  that  ap- 
peared to  be  free  from  the  disease  to  show  the  Indians  present  the  effect  the 
mallein  test  would  have  on  a  horse  suffering  from  glanders  and  one  free  from 
the  disease. 

Doctor  Mackin  fully  undei-stood  that  I  had  no  authority  to  employ  him  and 
could  not  promise  that  the  Department  would  pay  him  for  the  tests  made,  but 
1  told  him  I  would  certify  on  honor  that  he  had  rendered  the  service  his  bill 
called  for,  which  I  did,  and  he  must  dei)end  upon  the  liberality  of  the  Depart- 
ment to  pay  his  account. 

The  commandant  at  Fort  Yates,  Captain  Tutherly,  First  Cavalry,  U.  S.  Army, 
also  being  very  much  interested,  very  kindly  instructed  Charles  E.  MacDonald, 
assistant  surgeon,  IT.  S.  Army,  to  render  what  assistance  possible.  To  him  I 
am  indebted  for  the  slides  which  accompany  this  report ;  they  show  the  glander- 
ous bacilli  when  placed  under  a  microscope :  they  were  not  made  from  cultures, 
but  from  the  mucus  obtained  from  the  nostril  of  each  animal  given  the  mallein 
test 

The  bacilli  malli  reproduces  rapidly  on  boiled  potatoes  in  an  incubator  at  a 
temperature  of  3(5°  C.  and  given  a  most  typical  growth.  Eight  cultures  were 
develoi)ed,  with  no  failure  of  any  case. 

I  was  informed  by  several  Indians  while  examining  the  horses  at  the  Caiknon 
Ball  substation  that  Ormou  Wells,  a  mixed  blood,  had  taken  a  number  of 
horses  that  were  discharging  mucus  and  blood  from  their  nostrils  and  had 
farcy  buds  and  were  In  the  same  condition  as  those  that  were  being  examined 
and  had  taken  them  either  to  the  Crow  Creek  Agency,  S.  Dak.,  or  to  Oklahoma. 
Some  of  them  died  before  they  could  be  driven  beyond  the  limits  of  the  reser- 
vation. 

Below  plea.se  find  a  copy  of  a  notice  sent  to  several  parties  by  W.  C,  Langdon, 
chief  State  veterinarian  of  North  Dakota. 

This  copy  was  furnished  me  by  William  Mackin.  veterinarian  for  the  sixth 
veterinary  district.  North  Dakota,  which  would  Indicate  that  there  were  horses 
owned  near  the  Standing  Rock  Reservation  that  were  suffering  from  glanders. 

Office  of  Chief  State  Veterinarian, 

Fargo,  A'.  Dak.,  September  7,  1H99. 
Mes.srs.  H.  B,  Schaffner,  J.  Cramley,  F.  M.  Smith,  E.  Hughes,  J.  Mickler, 

Keogh  Brothers,  J.  Herndon.  G.  Weagie,  D.  Jozler,  Broncho,  N,  Dak.;  G. 

Henderson,  Hazeiu  X.  Dak.;  Krantz  &  Leutz,  Hebron,  \.  Dak.: 

Your  horses  and  colts,  running  on  their  various  ranges,  are  reported  to  this 
office  as  having  been  exiwsed  to  glanders.  It  will  therefore  !)e  necessary  to  have 
them  examined  by  the  district  State  veterinarian  of  your  district,  and  such  other 
district  State  veterinarian  or  veterinarians  as  he  maj-  deem  it  necessary  and 
expedient  to  call  into  consultation. 

In  order  that  this  examination  may  be  properly  conducted,  it  will  l)e  necessary 
to  build  suitable  chutes  and  corrals  where  all  such  suspecteil  horses  and  colts 
may  be  secured. 

You  are  hereby  ordered  to  proceed  at  once,  either  jointly  or  sei)arately,  to 
erect  said  chutes  and  corrals. 

You  are  also  ordered,  as  soon  as  said  chutes  and  corrals  are  rendy,  to  round-up 
your  various  herds  and  stocks  of  horses  and  colts  in  these  corrals,  serving  due 
notice  upon  the  district  State  veterinarian  of  tlie  time  when  such  nmnd-np  will 
be  completed,  that  he  may  bo  In  readiness  to  make  the  necessary  examination. 

lentil  such  examination  is  made,  and  as  long  thereafter  as  may  l)e  dei»nie4l 
reiiuisite  and  necessarj'.  all  such  herds  and  stocks  of  horses  and  colts  must 
remain  In  a  state  of  quarantine  on  these  ranges  situated  (here  given  description 
of  ranges — i.  e.,  total  Iwundarles),  and  until  dlscharge<l  from  quarantine  !)y  the 
chief  State  veterinarian  or  by  the  district  State  veterinarian  no  animals  in  these 
herds  or  stocks  of  horses  and  colts  must  l)e  sold  or  disposed  of. 

W.  C.  Langdon. 
Chief  Htate  Veterinarian. 

The  two  horses  owned  by  William  Whltesell  (Frank  and  John)  were  given 
the  mallein  test  at  the  agency  (a  record  of  their  test  see  below),  also  a  horse 
owned  by  an  Indian  who  resides  near  the  farm  school  (no  record  was  kept  o'' 
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the  condition  of  this  animal).  The  Indian  horse  was  badly  spotted  witli 
appeared  to  be  farcy  buds,  but  they  were  all  healed  up ;  there  was  no  dist 
from  them  or  from  the  nose ;  he  showed  no  marked  change  of  temperature 
the  mallein  had  been  injected ;  the  local  swelling  on  the  neck  was  not  lar^ 
his  neck  and  shoulders  were  quite  sore  for  twenty-four  hours  or  more. 

Doctor  Mackin  examined  his  mallein  after  he  had  injected  some   inl 
Indian  horse  and  found  that  that  bottle  was  old,  and  after  being  shaken 
remain  cloudy  for  a  time ;  he  concluded  this  was  a  bad  bottle,  and  used  no 
of  it ;  the  other  mallein  he  had  would  remain  clear  after  Imng  shaken. 

Doctor  Mackin  was  of  the  opinion  that  the  Indian  horse  was  suffering 
chronic  farcy. 

All  the  other  tests  were  made  at  the  substation,  Cannon  Ball  district. 

By  order  of  the  agent  Mr.  Wells,  the  farmer  in  charge  had  from  50 
horses  of  all  ages  rounded  up;  most  of  them  discharged  considerable  : 
from  the  nostrils;  some  were  bleeding  from  the  nose;  others  showed 
buds;  several  had  hard  lumps  under  the  jaws;  a  few  appeared  to  be  s 
a  few  of  them  were  selei-ted  to  apply  the  mallein  test ;  the  result  of  the 
made  will  be  found  below. 

Horse  **  Frank,"  owned  by  William  Whltesell,  residence  about  15  miies 
the  Oak  Creek  substation  and  about  25  miles  from  the  agency.  The 
reached  the  agency  between  2  and  3  p.  m.,  September  8;  was  quite  wa 
time  of  arrival.  Temi>erature  at  4  p.  m.,  September  8,  102;  10  p.  m., 
mallein  was  injected,  lOOf  ;  September  9,  temperature  at  4  a.  m.,  101 ;  at  (» 
lOli;  at  8  a.  m.,  102;  at  10  a.  m.,  102S ;  at  12  m.,  103;  at  2  p.  ni.,  lO: 
5  p.  m.,  104f  ;  at  7  p.  m.,  105| ;  at  9  p.  m..  104§.  Local  swelling  on  i\ui 
where  the  mallein  w^as  injected  was  10  inches  in  diameter;  was  accomr 
with  stiffness  and  soreness  in  front  for  two  days. 

Temperature  at  4  a.  m.,  101 ;   at  8  a.  m.,  102;   at  6  a.  m,,  101| ;    at  10 
1021 ;   at  12  m.,  103;   at  2  p.  m.,  103S ;   at  5  p.  m.,  104i ;    at  7  p.  m.,  105 

9  p.  m.,  104§.     Local  swelling  on  the  neck  where  the  mallein  was  injwte^ 

10  inches  in  diameter;  was  accompanied  with  stiffness  and  soreness  in 
for  two  days. 

Hoi*se  owned  by  Walking  Thunder.  This  horse  put  in  corral  Septemb 
Temperature  at  3  p.  m.,  September  10.  102;  at  2  p.  m.,  September  11.  If 
7  a.  m..  time  of  injections,  l<X)i  :  at  4  p.  m..  103J :  at  11  a.  m.,  102 ;  at  0.30 
104 ;  at  10  p.  m.,  103 ;  nt  12  niglit,  1021 ;  at  2  p.  m„  September  12,  102g. 
swelling  appeared  on  neck  at  11  a.  m..  September  11;  at  2  p.  m.  the  sw 
was  9  Inches  in  diameter ;  swelling  hard  and  painful.  The  animal  moved 
tenderness  and  stiffness. 

Horse  owned  by  Moccasin  Necklace.  The  horse  was  put  in  the  corral 
tember  10.  Temperature  at  3  p.  m..  September  10,  102 ;  at  7  a.  m.,  Sept< 
11,  time  of  injection.  OS;  at  11  a.  m.,  lOlf;  at  2  p.  m..  103| ;  at  4  p.  m., 
at  0.30  p.  m.,  105;  at  10  p.  m.,  1(H§ ;  at  12  night,  104;  at  2  p.  m.,  Septemb 
102|.  Local  swelling  appeared  on  neck  at  11  a.  m.,  Septeml)er  11 ;  at  2 
the  swelling  was  8  inches  in  diameter:  it  was  hard  and  painful.  The  a 
moved  with  tenderness  and  stiffness. 

Horse  owned  by  Strong  Heart.  The  horse  was  put  in  the  corral  Septemb 
Temperature  at  3  p.  m.,  September  10.  101  §;  at  7  a.  m.,  September  11.  tii 
injection,  98;  at  11  a.  m.,  103?  ;  at  2  p.  m.,  104i  ;  at  4  p.  m..  1(H§  ;  at  10  j 
101;  at  ().30  p.  m.,  104;  at  12  night.  lOTiJ :  at  2  p.  m..  September  12,  102*. 
swelling  appeared  on  neck  at  11  a.  m.,  September  11 ;  at  2  p.  m.  the  local  f 
ing  was  9  inches  in  diameter;  swelling  hard  and  painful.  The  animal  n 
with  tenderness  and  stiffness. 

Horse  owned  by  Mrs.  Pantaloon.  The  horse  was  put  in  the  corral  Sei)t€ 
10.  Temperature  at  3  p.  m..  September  10,  100;  at  7  a.  m.,  September  11. 
of  injection,  100;  at  11  a.  m..  101;  at  2  p.  m.,  104;  at  4  p.  m.,  1041;  at 
p.  m.,  l(Mg ;  at  10  p.  m.,  104 ;  at  12  night.  September  12,  103 ;  at  2  p.  m., 
Local  swelling  appeared  on  neck  at  11  a.  m.,  September  11 ;  at  2  p.  m.  the 
swelling  was  9  inches  in  diameter ;  swelling  was  hard  and  painful ;  the  ai 
moved  with  tenderness  and  .stiffness. 

Mare  owned  by  Turn  Back.  The  mare  was  put  in  the  corral  SeptemlK- 
Temperature  at  3  p.  m.,  Sei)tember  10,  102;  at  7  a.  m.,  September  11,  tin 
injection.  100 ;  at  11  a.  m.,  103 ;  at  2  p.  m..  104 ;  at  4  p.  m.,  104 ;  at  6.30  r 
104 ;  at  10  p.  m.,  104§  ;  at  12  night,  103J  ;  at  2  p.  m.,  September  12,  1021.  1 
swelling  appeared  on  neck  at  11  a.  m.,  September  11 ;  at  2  p.  m.  the  local  s 
ing  was  10  inches  in  diameter ;  swelling  hard  and  painful.    The  animal  ni 
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with  great  tenderness  and  stiffness.  Tliis  mare  has  a  clironic  case  of  glanders ; 
she  has  a  colt  by  her  side  which  also  has  the  glanders. 

This  animal  was  brought  to  this  reservation  about  one  year  ago  from  Fort 
Peck.  She  must  have  had  the  glanders  before  she  came  to  this  reservation. 
Her  condition  would  indicate  that  glanders  exists  at  that  reservation. 

Horse  owned  by  Red  Bull.  This  horse  was  put  into  the  corral  Sei)tember  10. 
He  showed  no  symptoms  of  glanders.  The  mallein  was  injected  to  show  the 
persons  present  the  action  of  the  mallein  upon  sound  horses.  Temperature  at  3 
p.  m.  September  10, 101 J  ;  at  7  a.  m.  Septenil)er  11,  time  of  injection.  08 ;  at  11  a.  m., 
101 :  at  2  p.  m.,  101 ;  at  4  p.  m.,  101 ;  at  0.80  p.  m..  KM);  at  10  p.  m..  100;  at  12 
night.  98;  at  2  p.  m.,  September  12,  100.  Local  swelling  ai)i)eared  on  neck  at  11 
a.  ni.  Sei)tember  11;  at  2  p.  m.  local  swelling  was  4  indies  in  diameter;  Sei>- 
tend)er  12  at  2  p.  m.  local  swelling  on  neck  had  nearly  all  disappeared. 

There  were  a  number  of  other  horses  among  those  that  had  lieen  rounded  up  at 
the  Cannon  Hall  substation  that  were  in  al)out  the  same  condition  as  those 
tested  with  the  mallein  test,  but  I  thought  we  had  subje<»ts  enough  to  demon- 
Htrate  that  there  were  a  large  ninnl»er  of  horses  on  the  reservation  that  had  the 
glanders. 

After  my  return  from  Standing  Rock  Agency  I  went  to  the  Rousseau  ranch. 

Mr.  Rousseau  informed  me  that  the  fall  before  the  veterinary  surgeons  be- 
gan to  shoot  the  horses  brandeil  "  R  "  he  roiuideil  up  804  horses.  Since  that 
time  he  has  never  been  able  to  roimd  up  400  horses  bearing  their  brand.  All 
the  range  horses,  saddle  horses,  and  work  animals  put  into  tlie  corral  for  me 
to  lnsi)ect  were  332  branded  **  R  **  or  **  R-."  There  were  13  other  horses 
rounded  up  with  them  bearing  various  brands,  making  a  total  of  345  horses. 
This  may  or  may  not  be  all  the  horses  they  own  or  l)ear  their  brand. 

All  the  horses  I  saw  were  verj-  wild,  but  they  were  all  fat.  in  g<x)d  condition, 
and  seemed  to  be  healthy.  None  of  them  were  nnniing  at  the  n^se ;  neither  did 
<iny  of  them  have  farcy  buttons.  All  apiieared  to  lie  sound  horses  and  showed 
no  signs  of  having  the  glanders  or  any  other  disease. 

I  saw  four  animals  that  had  been  shot  by  the  Indian  police  l)y  order  of  the 
veterinary  surgeon;  one  was  a  gray  horse,  7  years  old;  he  was  shot  through 
the  right  hip,  but  managed  to  get  away  before  he  was  killed ;  his  wound  healed 
up  and  he  seems  to  be  sound. 

A  gray  mare  was  shot  through  the  rump,  the  ball  ranged  along  her  side  almost 
the  whole  length  of  her  body ;  she  escai)ed  and  recoveretl ;  she  has  no  discharge 
from  the  nose  or  farcy  buttons  and  api)ears  to  be  free  from  glanders  or  any 
other  disease. 

One  3-year-old  cult  was  shot  under  the  neck,  the  ball  came  out  through  the 
lip ;  the  ball  cut  the  base  of  the  tongue  in  such  a  manner  that  the  tongue  hangs 
out  of  its  mouth  all  the  time;  he  managed  to  get  away  and  recovered;  he 
shows  no  symptoms  of  any  disease. 

A  gray  gelding  was  shot  twice;  once  through  the  left  stifle;  the  ball  went 
In  from  in  front  and  came  out  behind;  the  other  ball  went  through  his  left 
hock ;  he  broke  away  and  rec-overed ;  it  is  said  he  was  given  the  Mallein  test  by 
Doctor  Treiicy,  of  Fort  Meade,  and  Doctor  Dalton,  of  Chicago,  and  showed  no 
symptoms  of  glanders, 

Mrs.  Paradis  had  a  number  of  horses  killed  at  the  time  so  many  of  the  Rous- 
seau horses  were  shot,  as  did  several  other  parties  whose  st(x?k  ranged  with 
those  branded  **  R."  Mr.  Paradis  rounded  up  their  animals,  put  them  in  a  cor- 
ral, and  requested  me  to  look  them  over.  1  examined  them  to  the  best  of  my 
obility.  There  were  100  range  animals,  01  work  and  saddle  horses  branded  with 
Mrs.  Paradls's  brand,  and  7  horses  with  other  brands;  total,  174.  The  only 
animal  that  did  not  appear  to  be  in  perfect  health  was  a  colt  that  was  following 
its  dam.     It  seemed  to  have  distemper, 

I  do  not  pretend  to  know  much  of  anything  regarding  diseases  that  liorses  are 
heir  to.  I  never  saw  a  horse  that  I  thought  had  the  glanders  or  farcy  until  my 
recent  visit  to  the  Standing  Rock  Reservation,  but  1  am  perfectly  satisfied  that 
there  are  a  large  number  of  horses  that  have  glanders  and  farcy  at  various 
Ijoints  on  the  Standing  Rock  Reservation  and  on  the  northern  border  of  the 
Cheyenne  River  Reservation  In  the  vicinity  of  the  Moreau  River.  I  do  not 
think  it  prevails  in  the  latter  section  to  the  alarming  extent  that  It  does  in 
the  former.  Something  should  be  done  at  once  to  stop  this  disease  from  spread- 
ing to  parts  of  the  reservations  where  it  does  not  at  this  time  exist. 

As  regards  the  Rousseau  horses  branded  "  R  and  R-**  and  the  horses  that  graze 
on  the  range  with  them  in  the  Cheyenne  River  country,  I  do  not  consider  that  I 
am  expert  enough  to  determine  whether  they  have  the  glanders  or  not ;  they  aP 
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appear  to  be  healthy,  still  they  may  be  suflferluff  with  glanders,  and  the  only 
way  it  can  be  definitely  determined  is  to  employ  some  competent  person  with  a 
force  of  good  riders  and  roi)er8,  round  up  all  the  horses  in  that  section,  and 
api)ly  the  mallein  test.  If  such  a  course  should  be  adopted,  an  exi)ert  should 
be  sent  from  the  East  who  is  a  fair  man  with  no  friends  in  this  section  to  favor. 
Such  a  person  would  prove  satisfactory  to  all  interested  parties,  and  would  set- 
tle the  question  as  to  whether  the  horses  in  this  section  are  infected  with 
glanders,  as  has  been  alle^red. 

In  view  of  the  existing  conditions  I  would  recommend  that  two  conij»eteut 
veterinary  surgeons  be  employed :  one  to  examine  the  horses  at  Standing  Rock 
Reservation,  the  other  to  examine  the  horses  at  the  Cheyenne  River  Reservation; 
that  they  have  authority  to  employ  two  or  three  exi)er  riders  and  roi)ers  each 
to  assist  them,  and  that  three  or  four  Indian  policemen  be  detailed  to  accom- 
pany each  party  to  assist  in  herding  the  animals  wanted.* 

Inclosed  please  find  the  papers  forwarde<l  me  for  my  guldanc-e.  11  inclosures. 
Very  resi)ectfully, 

Arthur  M.  Tinker, 
muted  ^tnicH  Indian  Inspector, 


Standing  Rock  Agency.  N.  Dak..  April  7,  1H99, 
The  Commissioner  or  Indian  Affairs, 

Wanhington,  D.  C. 
Sir  :  Acknowledging  receipt  of  office  letter  of  the  25th  ultimo  as  to  the  exist- 
ence of  glanders  on  this  reservation,  I  have  the  honor  to  invite  attention  to 
inclosed  report  of  Aaron  C.  Wells,  additional  farmer  in  the  Cannon  Ball  district, 
which  district  adjoins  Morton  County,  N.  Dak. ;  also  to  ])etltions  of  the  county 
commissioners  of  Morton,  Emmons,  and  Burleigh  counties,  which  have  been 
received  at  this  agency,  bearing  on  the  same  subject. 

I.  however,  recommend  that  the  State  veterinarian  of  North  Dakota  l>e  al- 
lowed to  make  such  examinations  as  may  be  deemed  proper  of  the  horses  in 
the  Cannon  Ball  district  of  this  reservation,  and  that  the  exi)ense  of  such  exam- 
inations be  bald  by  the  Government.  William  Mackin.  of  Mandan,  is  the  State 
veterinarian. 

Very  respectfully,  j'our  obedient  servant, 

Geo.  II.  Bingenheimer. 

United  States  Indian  Agent. 


Cannon  Ball  Station,  April  5,  1899. 
Maj.  G.  II.  Bingenheimer. 

Initcd  istates  Indian  Agent. 
Dear  Sir:  Your  letters  of  the  1st  and  4th  instant  received  in  regard  to  sup- 
poseil  glandered  horses  in  this  district.  I  had  a  talk  with  Frank  Black  Hawk 
and  I  found  a  horse  about  where  he  said  there  was  one,  at  or  near  (Joodwood 
Creek,  by  Thomas  Ashley's  place,  belonging  to  an  Indian  by  the  name  of  White 
Man.  This  horse  is  as  Black  Hawk  says ;  it  is  running  at  the  nose,  also  running 
sores  from  the  glands  of  the  upi)er  part  of  his  jaw.  This  horse,  I  am  sure,  has 
distemper,  not  glanders.  There  are  al)out  J^O  or  o()  head  afflicted  in  the  same 
way,  caused  by  overwork  and  poor  condition,  and  when  they  get  the  disteun>er 
then  they  are  turned  out  to  rustle  best  they  can,  and  they  are  so  y>oor  and  with 
the  distemper  often  cjuise  death.  With  the  help  of  the  i>olice  I  am  trying  to  keep 
close  watch  on  tliis  disease,  not  only  for  the  l)eiiefit  of  the  Indians,  but  as  much 
for  myself,  as  I  have  over  100  head  running  on  this  range.  We  have  had  this 
distemi)er  every  j-ear  since  I  have  been  liere — some  years  not  so  bad  as  other 
years.  I  have  examined  many  of  them  after  death  and  their  nostrils  do  not 
show  glanders.  1  am  fairly  posted  on  this  disease  and  believe  that  I  could  tell 
if  I  were  to  see  glanders  from  dlstemi)er,  and  I  have  not  seen  any  that  I 
would  call  glanders  so  far.  I  will,  however,  continue  to  keep  close  watch  of  this 
disease  and  will  examine  more  after  they  are  dead. 

Yours,  resi)ectfully.  A.  C.  Wells. 
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Ron.  George  H.  Binge nheimer. 

Initc'l  StatcH  Indian  Agent  Slatidiiig  Rock  Af/evcy,  A'.  Da?{. 
Sib:  We  are  informed  by  the  State  veterinarian  tlint  tlie  constant  outbreaks 
of  glanders  in  counties  liordering  on  the  reservation  originate  from  Indian 
horHes.  over  which  this  oflieial  has  no  control.  Will  you  Icindly  coojierate 
with  the  health  officials  In  this  matter  and  keep  the  Indian  horses  on  said  res- 
ervation until  they  have  l>een  examined  by  a  health  officer  authorized  by  the 
Government? 

Wm.  Baxter, 
Alex.  Macdonald, 
Jakol  Fischer, 
Comity  Commissioners  Emmons  County,  .Y.  Dak. 

( Indorsement : )  Kesi)ectfully  referred  to  the  honorable  the  Commissioner  of 
Indian  Affairs  with  the  recjuest  that  the  matter  l)e  investigateil. 

II.  C.  Hansbrough. 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  April  20,  1SD9. 
The  Secretary  of  the  Interior. 

Sir  :  Under  date  of  February  12, 1898,  this  Office  submitted  a  full  reiwrt  to  the 
Deimrtiuent  relative  to  the  alleged  existence  of  glanders  among  horses  on  the 
Cheyenne  River  Reservation,  S.  Dak.,  the  steps  taken  up  to  that  time  to  stamp 
out  the  disease,  etc.,  and  re<x)mmended  that  the  honorable  Secretai-j^  of  Agri- 
culture and  the  honorable  Secretary  of  War  be  reciuested  to  detail  com|)etent 
persons  from  their  Departments  to  proceed  to  the  C!heyenne  River  Agency, 
S.  Dak.,  and  make  a  rigid  and  careful  examination  of  all  horses  stamped 
with  the  **  R "  brand  and  l)elonging  to  one  Rousseau,  and  that  the  experts 
make  full  report  In  the  matter  after  completion  of  their  duties,  accompanied 
by  such  recommendations  as  the  case  might  demand.  A  coi)y  of  said  Office 
letter  is  resiiectfully  transmitted  herewith  for  your  information  in  the  prem- 
ises. Experts  were  sul)sequently  detailed  by  the  Agricultural  and  War  De- 
partments for  this  servii*,  and  their  original  joint  report  of  April  4,  1898.  is 
also  transmitted  herewith. 

1  have  also  the  honor  to  inclose  herewith  copies  of  conununication  from  the 
United  States  Indian  agent  at  the  Standing  Rock  Agency,  N.  Dak.,  dated  April 
7,  1899:  also  petitions  from  the  county  commissioners  of  Morton,  Emmons, 
and  Burleigh  counties,  N.  Dak.,  relative  to  the  alleged  existence  of  glanders 
en  the  Standing  Roc*k  Reservation,  and  soliciting  that  an  exi>ert  make  a  rigid 
examination  of  the  horses  on  said  reserve  with  a  view  to  stamping  out  the 
disease. 

The  agent  recommends  that  "the  State  veterinarian  of  North  Dakota  be 
allowetl  to  make  such  examinations  as  may  be  deemed  proper  of  the  horses 
in  the  Cannon  Ball  district  ♦  ♦  ♦  and  that  the  exiwnse  of  such  examina- 
tion be  paid  by  the  Government." 

In  the  said  Joint  re[)ort  of  Doctors  C^orcoran  and  Treacy  the  following  ap- 
IJears: 

"  ♦  *  ♦  and  as  we  have  no  doubt  that  glanders  exists  to  a  great  extent 
amongst  the  numerous  horses  mentionetl  (the  **  R  "  brand)  on  the  Cheyenne 
River  Indian  Reservation,  we  would  earnestly  recommend  that  later  In  the 
season  (about  the  middle  or  end  of  June),  when  the  grass  is  good  and  mares 
have  foale<^  and  the  usual  distemper  amongst  colts  has  passed  away,  that  all 
borsefl  within  the  reservation  be  thoroughly  rounded  up,  and  that  we  be  author- 
ized to  employ  a  few  expert  riders  and  ro|)ers.  examine  all  horses  so  rounded 
up  at  different  points,  and  destroy  all  found  affecte<l  with  glanders. 

•*This  is  the  only  radical  means  we  know  of  eradicating  this  disease,  and 
doing  justice  not  only  to  the  residents  of  the  Indian  reservation,  but  the  State 
of  South  Dakota  This  examination  might  lie  extended  to  the  Standing  Rock 
Reservation,  where  glanders  has  been  detected  by  one  of  us  (Corcoran)  from 
time  to  time    ♦     ♦     *     ." 

In  view  of  the  fact  that  an  injunction  was  secured  from  the  court  by  said 
Rousseau  when  an  effort  was  made  by  the  agent  of  the  ('heyenne  River  Agency, 
8.  Dak.,  to  carry  out  the  Instructions  of  the  Department  relative  to  the  killing 
of  all  glandered  hordes  of  the  **  R  "  brand,  owned  by  Rousseau,  that  orders  were 
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subsequently  given  the  agent  to  take  no  further  action  in  the  premises  until  fur- 
ther advices  from  the  Otfice,  as  the  suit  instituted  by  said  Rousseau  against  the 
agent  has  been  held  up  until  final  action  Is  determined  by  the  Department  (as 
shown  by  original  letter  from  the  Department  of  Justice,  herewith),  as  claims 
against  the  (iovernment  will  in  all  probability  be  presented  in  case  glan- 
dered  horses  are  killed.  1  have  to  resi)ectfully  recommend  that  the  pai)ers  in 
the  case  be  referred  to  a  Unitetl  States  Indian  inspector  of  the  Department  for 
full  investigation,  report,  and  recrommeudation  in  the  matter  of  glandered  horses 
on  both  the  Cheyenne  River  and  Standing  Rock  reservations,  and  that  when  said 
report,  etc.,  shall  have  been  received,  that  the  Department  give  this  Office  such 
Instructions  in  the  premises  as  may  be  deemed  necessary,  with  a  view  to  entirely 
wiping  out  this  disease  from  the  two  reservations  mentioned. 
Very  resjiectfully, 

W.  A.  Jones,  Commissioner. 


niJlNKS    FOR    RECOamNO    tests    with    MAIXEIN. 

Name  of  i)ei*son  making  the  lost:  Veterinarians  Corcoran  and  Treacy. 

Post-oflice:  Cheyenne  River  Agency. 

State:  South  Dakota. 

Name  or  number  of  horse:  Wild  roan  mare;  age,  7  years. 

History  of  infection :  "  R  "  brand,  condemned  by  Elliott. 

Symptoms :  Clear  mucous  discharge  from  left  nostril,  glands  clean. 

Date  and  hour  of  injection :  March  24,  G.30  a.  m. 

Temi)eratures  day  before  injection  (March  23)  :  11  a.  m.,  101.(5;  1.30  p.  m., 
101.4;  3.:^0  p.  m.,  102. 

Amount  mallein  used.  1  cubic  centimeter. 

Temperatures  day  of  injection  (March  24)  :  (5.30  a.  m..  99.6;  10.30  a.  m.,  103.6; 
12.45  p.  m.,  100.6 ;  3  i).  m.,  101 ;  6.30  p.  m.,  102. 

TemiK?ratures  day  of  injection  (March  25)  :  7  a.  m.,  100.6;  10  a.  m.,  100.2; 
12.30  p.  m.,  102 ;  2.30  p.  m..  100.6. 

Time  of  appearance  and  disappearance,  size  and  character  of  local  swelling, 
none. 

Mare  was  very  wild,  had  to  be  roped  and  cast  at  each  examination;  some- 
times very  nmch  excited  and  exhausted  when  not  thrown  quick.  Colt  from 
this  mare.  5  months  old.  showe<l  all  sui)erficial  symptoms  of  acute  glanders. 
(We  were  informeil  that  this  colt  had  been  running  with  neighboring  Indian 
horses  that  had  l)een  pronounced  glandered  by  Doctors  Kern  and  Treacy.  of 
Fort  Meade,  and  Dalton,  of  Chicago.)  It  did  not  react  with  mallein  test.  Was 
destroyed  and  pus  and  part  of  diseased  tissue  forwarded  to  Department  at 
Washington  for  final  examination. 


Names  of  i)ers(Mis  making  the  test:  Veterinarians  C'orcoran  and  Treacy. 

Tost-ottice:  Cheyenne  River  Agency. 

State:  South  Dakota. 

Name  and  number  of  horse:  Rlack  colt;  age,  five  months. 

History  of  infection :  Running  with  R  brand  mare  (tondemneii  by  Doctors 
Elliott  and  Kern. 

Symptoms:  Submaxilllary  glands  indurattKl.  discharge  from  both  nostrils, 
septum  nasi  eaten  through. 

Date  an  hour  of  injection :   March  24,  6. 30  a.  m. 

Tcmix»raturos  day  before  injection  (March  23)  :  H  a.  m.,  102.8;  4  p.  m.,  103. 

Amount  mallein  use<l :  1  cubic  centimeter. 

Temperatures  day  of  injection  (March  24)  :  6.30  a.  m.,  101.6;  11  a.  m.,  101; 
1  p.  m..  lOO.S:  3  p.  m.,  101 ;  (;.30  p.  m..  101.6;  10  p.  m..  im.2. 

Temperatures  day  after  inje<*tion  (March  25)  :  7  a.  m.,  100.6;  9  a.  m.,  98.2; 
12  m.,  101.6;  1.45  p.  ni.,  KK). 

Time  of  appearance  and  disjippearanci^.  size,  and  character  of  local  swelling, 
none. 

Wild  colt  not  branded,  following  an  "R"  brand  mare  (stiid  to  be  afllliating 
with  the  neighboring  Indian  horses  ('ondemned  by  Doctors  Kern  and  Treacy, 
of  Fort  Meade,  and  Dalton,  of  Chicago. 
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This  animal  wi-  destroyed  March  25,  and  found  septum  nasi  eaten  away 
for  about  3  inches,  part  of  cartilage  remaining  inclosed  in  bottle  and  forwarded 
to  Department  of  Agriculture  with  gland  and  lung  tissue. 

Submaxilliary  glands  were  enlargeii  to  about  the  size  of  an  egg,  hard,  and 
painful. 

Small  i>ortlon  of  right  lung  near  the  apex  con  jested,  no  abscess  apparent 
Tissue  from  this  portion  inclosed. 


Naniei^  of  pei-sons  maliing  the  test :  Veterinarians  C'orconin  and  Treacy. 

Post-office :  Cheyenne  River  Agency. 

State :  South  Dakota. 

Name  and  number  of  horse :  Mag :  age.  12. 

History  of  infection :  Condemned  by  Doctors  Elliot  and  Karn,  of  South 
Dakota. 

Sj-mptoms :  (ieneral  condition.  [K)or ;  glands,  clean :  no  discharge. 

Date  and  hour  of  injection :  March  24,  0.80  a.  m. 

Temi)erature  day  before  injection  (March  23)  :  1)  a.  m.,  100.2;  11  a.  m.,  100.6; 
1  p.  m.,  1(X);  3  p.  m.,  1(X).2. 

Amount  mallein  used :  One  cubic  centimeter. 

Temi)eratures  day  of  injection  (March  24)  :  6.30  a.  m.,  90;  10.15  a.  m..  100.6; 
12.30  p.  m.,  101 ;  2.30  p.  m.,  103;  6.30  p.  m.,  105.6;  10  p.  m.,  105. 

Temj»eratures  day  after  injec'tion  (March  25)  :  6.45  a.  m..  102,8;  0  a.  m.,  103; 
12  m..  101.6;  2  p.  m..  101.2. 

Time  of  appearance  and  disappearance,  size,  and  character  of  local  swelling : 
Swelling  apiwared  on  Mag  (130  p.  m.,  24th ;  painful ;  five-twelfths  to  6  inches 
diameter ;  disappearing  rapidly  2  p.  m.,  March  25. 


Name  of  persons  making  the  test :  Veterinarians  Corcoran  and  Treacy. 

Post-office:  Cheyenne  River  Agency. 

State :  South  Dakota. 

Name  or  number  of  horse :  Kate ;  age,  10  years. 

Historj'  of  infection:  Condemned  by  Elliott  and  Kern,  of  South  Dakota. 

Symptoms:  General  condition,  very  poor;  glands  clean;  no  discharge  from 
nostrils. 

Date  and  hour  of  injection :  March  24,  6.30  a.  m. 

Temperatures  day  before  injection  (March  23)  :  9  a.  m.,  100.2;  11  a.  m.,  100.6; 
1  p.  m.,  100.4 ;  3  p.  m.,  101. 

Amount  mallein  used :  One  cubic  centimeter. 

Temi)eratures  day  of  Injection  (March  24)  :  6.30  a.  m.,  99;  10.15  a.  m..  101; 
12.30  p.  m..  101.2;  2.30  p.  m.,  101.2;  5  p.  m.,  102.6;  10  p.  m.,  103.2. 

Temperatures  day  after  injection  (March  25):  6.30  a.  m.,  100.4;  9  a.  m., 
100,4 ;  12  m.,  99.6 ;  2  p.  m..  99.a 

Time  of  appearance  and  disappearance,  size  and  character  of  local  swelling : 
The  swelling  in  this  case  was  absent;  no  disturbance,  excepting  rise  of  tem- 
l>erature. 


Name  of  person  making  the  test :   Doctors  Corcoran  and  Treacy. 

Post-office :   Cheyenne  River  Agency. 

State :   South  Dakota. 

X.ime  or  number  of  horse :    Picket ;    age,  8. 

History  of  infection:  Condemned  by  Doctors  Elliott  and  Kern,  of  South 
Dakota. 

Symptoms :  General  condition,  poor :  glands,  clean ;  nostrils,  free  from 
discharge. 

Date  and  hour  of  injection  :   March  24.  6.30  a.  m. 

Temperatures  day  before  injection  (March  23)  :  9  a.  m.,  98.8;  11  a.  m.,  101 ; 
1  p.  m..  99.6 ;  3  !>.  m.,  100. 

Amount  mallein  used,  1  cubic  centimeter. 

Temrieratures  day  of  injection  (March  24)  :  6.30  a.  m.,  99.2;  10.15  a.  m.,  103; 
12.25  p.  m.,  102 ;   2.25  p.  m.,  102.2 ;   6.30  p.  m.,  104.4 ;   10  p.  m.,  104.6. 
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Temperatures  dav  after  Injection  (March  25)  :  (5.30  a.  ni.,  101.6;  9  a.  m.. 
101.2;    12  m.,  99.8;   2  p.  m..  1(K).8. 

Time  of  appearance  and  diRappearance.  size  and  character  of  local  swelling : 
Appeared  at  «.3i)  i).  ni.  March  24;  was  4  inches  in  diameter,  painful  to  touch; 
disappeared  at  2  p.  m.  25th. 


Name  of  i)erson  making  the  test :  Veterinarians  Corcoran  and  Treacy. 

Post-office:  Cheyenne  River  Agency. 

State:  South  Dakota. 

Name  or  number  of  horse:  Bay  colt;   age,  2  years. 

History  of  infection:  Shot  by  order  of  Doctor  Klliott,  but  not  killed  (from 
information  re<'eiveii ) . 

Symptoms:  None.     Bullet  wound  in  hip  suppurating. 

Date  and  hour  of  injection :  March  24,  6.30  a.  m. 

Temi)eratures  day  l)efore  injection  (March  23)  :  9  a.  m.,  100.2;  11.30  a.  m., 
100.2;    1.30  p.  m.,  100.6;   3..30  p.  m.,  102.2. 

Amount  mailein  use<l :  One  cubic  centimeter. 

Temperatures  day  of  injection  (March  24)  :  6.30  a.  m.,  100.4;  10.30  a.  m.. 
103 ;    12.45  p.  m..  101 ;    2.45  p.  m.,  100.8 ;    (5.30  p.  m..  102. 

Temi>eratures  day  after  injec'tion  (March  25)  :  7  a.  m.,  99.8;  10  a.  m.,  99.8; 
2.30  p.  m.,  100.(5. 

Time  of  api)earance  and  disapi)earance,  size  and  character  of  local  swelling: 
None ;  colt  had  to  be  roped  and  cast  every  time  and  could*  not  get  tempera- 
ture at  10  p.  m.,  as  with  the  rest. 

Name  of  person  making  the  test :  Veterinarians  Corcoran  and  Treacy. 

Post-office:  Cheyenne  River  Agency. 

State:  South  Dakota. 

Name  or  numl>er  of  horse:  Two-year-old  Curley  ;  age,  2  years. 

History  of  infection:  Condemned  to  be  shot  with  band  that  was  killed;  this 
colt  escapeil  during  shooting. 

Symptoms:  None. 

Date  and  hour  of  injection :  March  24,  6.:i0  a.  m. 

Temi^eratures  day  before  inje<'tion  (March  23)  :  9.30  a.  m.,  98.8;  11.30  a.  m., 
99.8;  1.30  p.  m.,  1(M).4;  3.30  p.  m.,  101. 

Amount  mailein  used :  1  cubic  centimeter. 

Temi)eratures  day  of  injec»tion  (March  24)  :  6.30  a.  m.,  99.8;  10.30  a.  m.,  100.2  ; 
12.:35  p.  m.,  100.6;  2.40  p.  m.,  103.6;  6.30  p.  m.,  101.2;  10  p.  m..  102. 

Tenii)eratures  day  after  injection  (March  25)  :  (5.30  a.  m„  100.6;  9  a.  m.,  100.2; 
12  m.,  99.(5 ;  2  p.  m.,  100. 

Time  of  ai>pearance  and  dlsapi)earance,  size  and  character  of  local  swelling : 
None;  and  this  colt  was  unbroken,  taken  from  the  range,  and  had  to  be  east 
at  each  examination  excepting  last  day. 

Names  of  i)ersons  making  the  test :  Doctors  Corcoran  and  Treacy. 

Post-office:  Cheyenne  River  Indian  Agency. 

State:  South  Dakota. 

Name  or  number  of  horse :  Dan ;  age,  10. 

History  of  infection :  Horses  c^ondemned  by  Doctor  Elliott,  State  veterin- 
arian of  South  Dakota,  also  by  Doctor  Kern, 

Symptoms:  (General  condition,  iK)or;  unthrifty;  rendered  so  by  hard  work, 
lack  of  food. 

Date  and  hour  of  injection :  March  24.  ().,30  a.  m. 

Temi)eratures  day  liefore  injection  (March  23):  9  a.  m.,  100.4;  11  a.  m.. 
100.2;  1  p.  m..  1(K).2;  3  p.  m..  1(K).(5. 

Amount  mailein  use<l :  One  cubic  c*entimeter. 

Temi)eratures  day  of  injection  (March  24)  :  6.30  a.  m.,  100.6;  10.15  a.  m., 
100.8;  12.25  p.  m,.  100.(5;  2.25  p.  m.,  102.8;  6  p.  m.,  105.4;  10  p.  m..  105. 

Temi)eratures  day  after  Injection  (March  25):  6.30  a.  m.,  101.6;  9  a.  m., 
101.2;  12  m.,  101.4:  2  p.  m.,  102. 

Time  of  api)earance  and  disapi)earance,  size,  and  character  of  local  swelling: 
6  J),  m.,  24th;  painful:  slight;  3  inches  in  diameter;  horse  uneasy.  Quit  feed- 
ing 10  p.  m.,  24th.  Horse  feeding  again  and  quiet ;  swelling  same.  6.30  a.  m. 
25th,  horse  feeding  well,  still  slight  painful. 
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United  States  Senate, 
Committee  on  Patents, 
Washington,  D.  (7.,  December  21,  1905r. 
The  Indian  Department,  Washington^  D.  C. 

My  Dear  Sir:  Inclosed  find  letter  from  Mr.  J.  P.  Foster,  State  veterinarian 
for  South  Dakota,  which  explains  itself.  I  have  had  a  great  many  complaints 
from  parties  In  our  State  who  have  been  put  to  a  great  deal  of  trouble  and 
expense  by  having  shipments  of  horses  held  up,  and  would  be  very  grateful  to 
you  if  you  will  kindly  furnish  me  the  information  desired  by  Mr.  Foster,  so 
tliat  this  restriction  placed  upon  our  horses  by  the  authorities  of  other  States 
can  be  removed. 

Sincerely,  yours,  A.  B.  Kittredge. 


Huron,  S,  Dak.,  December  i4,  1905. 
Hon.  A.  B.  KriTREDOE.  Washington,  /).  C. 

Dear  Senator  :  I  s;iw  Mr.  W.  L.  Shunk  the  other  day  in  Pierre,  and  in  con- 
versation with  him  regarding  the  Rousseau  matter  (he  was  one  of  Mrs.  Rous- 
s<'au'8  attorneys)  he  told  me  that  Ji  friend  of  his  in  Washington,  Mr.  Walter  S. 
Field,  No.  620  Color:»do  Building,  knew  some  of  the  particulars  of  this  affair, 
tuid  was  in  position  to  get  coi)les  of  the  papers  that  I  wish.  You  have  probably 
forgotten  the  particulars  of  the  matter  as  I  related  them  to  you  in  your  office 
in  Sioux  Falls,  so  will  make  a  brief  statement  of  the  case.  During  the  seasons 
of  181K)  and  1S97  about  450  head'  of  horses  were  destroyed  on  the  Cheyenne 
River  Indian  Reservation.  These  hoi*ses  were  the  iiroperty  of  Mrs.  Esther 
Rousseau,  and  it  was  claimed  that  they  were  suffering  from  glanders.  This 
destruction  of  Mrs.  Rriusscau's  property  was  brought  about  by  Peter  Couchman, 
at  that  time  Indian  agent  for  the  above-mentioned  reservation.  Mrs.  Rous- 
seau contended  that  her  horses  were  not  glandered.  and  had  the  balance  of  her 
horses — about  GOO  head  (the  whole  **  R  "  brand  had  been  condemned) — exam- 
ined by-  a  number  of  \eterinarians,  who  were  unanimous  in  the  opinion  that  the 
horses  were  not  affeined  with  glanders. 

Basing  her  claim  upon  the  verdicts  of  these  veterinarians.  Mrs.  Rousseau  has 
put  in,  or  attempted  to  put  in,  a  claim  for  the  450  head  of  horses  destroyed  by 
the  Government  through  Couchman.  This  matter  was  cjuite  thoroughly  dis- 
«'ussed  in  the  newspapers  at  the  time,  and  became  generally  known  to  the  author- 
ities of  the  surrounding  States.  Since  that  time,  and  I  am  reliably  informed, 
basing  their  actions  largely  on  what  was  stated  in  the  papers  at  that  time. 
Minnesota,  Wisconsin,  and  Iowa  re<iuire  certification  of  health  for  all  horses 
shipped  into  these  States  from  South  Dakota.  In  the  event  of  the  owner  or 
shipper  failing  to  get  this  certificate  of  inspection  at  the  point  of  shipment,  for 
any  unavoidable  reason,  the  horses  are  held  in  quarantine  for  a  certain  length 
of  time.  All  this  is  very  annoying  both  for  the  shii)i)er  and  tlie  transportation 
companies.  It  has  occurred  to  me  that  if  I  can  get  copies  of  the  statements  of 
the  veterinarians  connected  with  the  Rousseau  case  that  I  may  Ik*  able  to  have 
•  these  regulations  modified. 

I  want  the  statements  of  Dr.  M.  J.  Treacy.  at  the  time  stationed  with  the 
cavalry  at  Fort  Meade;  Dr.  R.  B.  Corcoran,  at  the  time  at  Fort  Yates,  and  Dr. 
R.  H.  Treacy.  a  meml)er  of  the  United  States  Bureau  of  Animal  Industry. 

I  do  not  know  just  where  you  will  find  these  papers;  that  is,  just  how  far 
this  claim  progresse<l  and  at  what  stage  it  was  dropped,  providing  that  it  has 
been  dropi)ed.  Mr.  Shunk  told  me  that  Mr.  Field  knew  about  the  case  and 
could  find  the  papers  there  at  Washington.  Hoping  that  I  am  not  putting  you 
to  too  much  trouble  in  this  matter,  and  thanking  you  for  past  favors, 
I  remain,  yours,  truly, 

J.  P.  Foster. 


Department  of  the  Interior, 

Office  of  Indian  Affairs, 
Washington,  February  12,  1906. 
Hon.  A.  B.  Kittredoe, 

United  States  Senate,  Washington,  D.  C. 
Sir:  I  have  the  honor  to  acknowledge  receipt  of  your  letters  of  December 
21,  1905,  and  January  31.  190(5.  asking  for  reports  of  veterinary  surgeons  who 
inspected  the  Rousseau  herd  of  horses  on  the  Cheyenne  River  Agency,  S.  Dak., 
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during  1897  and  1898.    I  will  be  pleased  to  furnish  you  copies  of  these  re- 
ports as  soon  as  they  can  be  written,  which  will  be  within  a  few  days. 
Very  respectfully, 

C.  F.  TiARBABEE,  Acting  Commissioner. 


United  States  Senate, 

COM^flTTEE  ON   PATENTS, 

Washington,  D,  C,  January  SI,  1906. 
The  Ck)MMissioNEB  OF  Indian  Affaibs. 

My  Deab  Mb.  Leupp:  In  March,  1895,  the  Indian  agent  on  the  Cheyenne 
Agency  requested  authority  from  the  Department  to  employ  a  veterinary  sur- 
geon to  inspect  horses  on  the  Cheyenne  Agency  suspected  of  having  the  glan- 
ders. This  authority  was  granted  to  him,  and  in  July,  1897,  a  veterinary  sur- 
geon by  the  name  of  Elliott  reported  to  the  agent  that  the  "R"  brand  were 
infected  with  glanders,  that  he  had  killed  quite  a  number,  and  that  in  his  Judg- 
ment it  would  be  necessary  to  kill  the  entire  herd,  consisting  of  six  or  seven 
hundred  horses.  Mr.  Rousseau,  to  whom  the  horses  belonged,  succeeded  in 
delayhig  the  order,  and  in  the  meantime  employed  a  veterinary  surgeon  In  the 
employ  of  the  Government  and  stationed  at  Fort  Meade,  by  the  name  of 
Tracy.  Later,  at  the  suggestion  of  the  Indian  agent,  Mr.  L.  C.  Karn,  a  veter- 
inary surgeon,  of  Webster,  S.  Dak.,  was  employed.  As  a  result  of  all  this  agi- 
tation, the  neighboring  States  of  North  Dakota,  Minnesota,  Wisconsin,  Iowa,  and 
Nebraska  adopted  very  stringent  regulations  in  regard  to  horses  shipped  from 
South  Dakota  into  these  States.  It  has  been  impossible  to  overcome  the  re- 
sults, as  stated  above. 

Doctor  Foster,  of  Huron,  S.  Dak.,  State  veterinary  surgeon,  writes  me  that  if 
he  had  the  testimony  of  the  three  veterinary  surgeons  he  is  confident  that  he 
could  take  up  the  matter  with  the  adjoining  States  and  remove  the  restrictions 
which  now  exist. 

I  will  be  very  grateful  to  you  if  you  will  furnish  me  with  this  testimony,  as  I 
understand  it  is  in  the  files  in  your  Department. 

This  is  the  case  which  my  secretary,  Mr.  Roberts,  personally  talked  with  you 
about  this  morning. 

Sincerely,  yours,  A.  B,  Kittbedge. 


DEPABTMENT  of  THE  INTEBIOB, 

Office  of  Indian  Affaibs, 

Washington,  February  27,  1906, 
Hon.  A.  B.  Kittbedge, 

United  States  Senate,  Washington,  D.  C, 
Sib  :  In  further  reply  to  your  letter  of  the  31st  ultimo,  asking  for  certain  re- 
ports of  veterinarians,  submitted  during  the  years  1897  and  1898,  on  the  inspec-t 
tlon  of  horses  on  the  Chej'enne  River  Reservation,  S.  Dak.,  susi)ected  of  having 
glanders,  I  have  the  honor  to  transmit  herewith  reports  of  the  veterinarians 
employed,  viz,  Corcoran,  Treacy,  Karn,  and  Elliott, 
Very  respectfully, 

F.  E.  Leupp,  Commissioner. 
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TO  PROVIDE  FOR  THE  INVESTIGATION  OF  CONTROVER- 
SIES AFFECTING  INTERSTATE  COMMERCE,  AND  FOR 
OTHER  PURPOSES.    (H.  R.  10840.) 


Committee  on  Interstate  and  Foreign  Commerce, 

Friday^  Decetnber  U^  1906. 

Committee  called  to  order  at  10.40  a.  m. 

Mr.  Townsend.  Mr.  Chairman,  I  would  like  to  make  a  statement 
with  reference  to  this  bill  before  the  regular  hearings  proceed.  At 
the  meeting  one  week  ago  to-day  it  was  suggested  that  we  notif  j  men 
connected  with  concerns  that  would  be  liable  to  be  interested  m  the 
provisions  of  this  bill,  and  to  that  end  I  sent  out  invitations  to  heads 
of  various  labor  organizations  and  various  manufacturing  organiza- 
tions throughout  the  country,  as  well  as  to  gentlemen  who  have  been 
interested  in  these  matters,  such  as  Professor  Clark,  of  the  Columbian 
University,  and  also  notified  the  Department  of  Commerce  and  Labor. 

The  bill,  as  1  have  stated  before  to  the  committee,  is  practically  the 
draft  of  the  bill  recommended  by  Charles  Francis  Adams  at  the  time 
of  the  coal  strike  arbitration  in  1902.  There  are  one  or  two  things  in 
the  bill  that  I  think  ought  to  be  changed;  for  instance,  where  it  refers 
to  the  Secretary  of  the  Interior.  I  think  it  should  be  the  Secretary  of 
Commerce  and  Labor.  When  that  bill  was  drafted  there  was  no  Sec- 
retary of  Commerce  and  Labor. 

The  bill  is  calculated  to  bring  about  an  investigation  into  the  troubles 
mentioned  in  it,  and  relies  for  the  benefits  which  it  will  bring  to  the 
people  upon  the  publicity  that  such  investigation  will  call  forth.  It 
does  not  seek  to  force  arbitration.  I  am  satisfied  in  my  own  mind, 
after  making  an  investigation,  that  it  is  entirely  within  our  powers  to 
pass  such  a  bill  as  this,  but  I  have  consulted  attorneys  who  I  think  are 
authorities  on  the  subject,  and  I  believe  the  powers  are  similar  to 
those  we  exercise  through  the  Bureau  of  Manufactures. 

Mr.  Richardson.  You  do  not  consider  that  your  bill  has  any  limi- 
tation at  alTil  When  you  use  the  words  "conditions  of  employment," 
that  applies  to  all  affairs,  does  it  not  if 

Mr.  Townsend.  It  applies  to  all  such  affairs  as  would  affect  the 
transportation  of  the  United  States  mails,  the  oi)erations,  civil  or  mili- 
tary, of  the  Government  of  the  United  States,  or  the  free  and  regular 
movement  of  commerce  among  the  several  States. 

Mr.  Richardson.  Applicable  to  any  of  the  conditions  where  wages 
or  hours  of  labor  are  involved? 

Mr.  Townsend.  Yes;  if  the  questions  involved  should  result  in  a 
disturbance  of  the  conditions  tliat  would  affect  the  Federal  rights 
which  I  mention  in  the  bill. 

Mr.  Richardson.  You  use  in  the  bill  these  words:  *' Between  an 
employer  being  an  individual,  partnership,  association,  corporation, 
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or  other  combination."    That,  it  seems  to  me,  is  as  broad  as  the  English 
language  can  make  it. 

Mr.  TowNSEXD.  It  is  intended  to  be  so  anyway.  Now,  only  under 
such  conditions  as  affect  the  Federal  rights,  as  1  have  mentioned  here, 
would  the  President  be  justified  in  making  such  an  investigation. 

Mr.  Mann.  When  you  say  interfering  '*with  the  free  and  regular 
movement  of  commerce  among  the  several  States,"  does  that  relate  to 
the  actual  movement  of  commerce  or  to  the  production  of  commerce 
that  might  be  moved  ? 

Mr.  TowNSEND.  I  think  it  is  intended  to  be  broad  enough  to  affect 
both  where  it  is  necessary. 

Mr.  Stevens.  Can  you  indicate  to  us  the  difference  between  this 
and  the  statute  of  189ls^ 

Mr.  TowNSEND.  The  statute  of  189^  applies  to  employees  in  inter- 
state commerce  on  railroads  and  is  a  sort  of  compulsory  arbitration. 
It  imposes  a  condition  that  a  commission,  which  is  provided  for,  shall 
proceed  to  hear  and  award  according  to  the  findings;  and  there  are 
certain  conditions  under  which  it  has  power  to  control,  or  seeks  to  con- 
trol, relating  to  the  retention  in  their  employment  of  labor  during  a 
strike. 

Mr.  EscH.  Has  that  statute  ever  been  invoked? 

Mr.  TowNSEND.  If  1  understood  correctly  from  Mr.  Garfield  this 
morning,  it  had  not.  I  had  supposed  it  had.  I  am  not  familiar  with 
it.  I  know  that  a  certain  clause  was  decided  in  either  Kentucky  or 
Tennessee,  and  it  was  held  that  the  statute  was  unconstitutional. 

Mr.  (tarfieli).,I  have  not  known  that  it  had  been  invoked. 

Mr.  Townsend.  While  the  same  question  is  pending  before  two 
other  Federal  courts  at  the  present  time,  the  Attorney-General,  for 
instance,  does  not  feel  that  this  matter  has  been  determined.  In  fact, 
this  was  the  case  to  which  the  President  practically  referred  as  one 
of  the  cases  which  required  appeal  in  criminal  cases. 

Mr.  Stkvens.  Then  it  must  have  been  invoked  before  the  court. 

Mr.  Townsend.  That  is  my  understanding. 

Mr.  KiniARDSON.  I  do  not  see,  under  a  fair  and  reasonable  con- 
struction of  the  language  of  this  bill,  why  it  will  not  apply  to  what  is 
commonly  known  as  crop  sharers,  where  a  farmer  and  a  tenant  enter 
into  an  agreement  along  those  lines.  The  question  of  his  interest  in 
the  crop,  his  wages,  and  all  of  that,  could  fairlj^  come  under  the  juris- 
diction of  this  bill. 

Mr.  Townsend.  That  is  a  very  extreme  case. 

Mr.  KiciiARDSON.  But  it  is  a  fact. 

Mr.  Mann.  Would  it  not  be  well  to  proceed  with  the  hearing? 

Mr.  Townsend.  I  should  much  prefer  that. 

I  want  to  say  further  that  I  have  received  communications  from  a 
great  many  of  the  gentlemen  in  reply  to  mine  who  have  stated  to  me 
that  they  wanted  to  be  hoard,  but  that  it  would  be  impossible  for  them 
to  appear  before  the  holidays,  and  that  they  would  like  to  have  the 
hearings  extended,  in  the  hope  that  they  would  not  be  completed  until 
after  the  holidays. 

Mr.  RuKKE.  Do  your  letters  come  from  both  sides? 

Mr.  Townsend.  Yes. 
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STATEMENT  OF  HE.  CHAELES  P.  NEILL,  COHMISSIONEE  OF 

LABOE. 

Mr.  TowNSEND.  Mr.  Neill,  what  position  do  you  occupy  with  refer- 
ence to  the  Gov'ernment  at  present? 

Mr.  Nkill.  I  am  the  Commissioner  of  Labor. 

Mr.  TowNSEND.  How  long  have  you  been  Commissioner  of  Labor? 

Mr.  Neill.  Two  years  this  coming  February. 

Mr.  TowxsEND.  What  was  your  business  before  your  appointment 
as  Commissioner  of  Labor? 

Mr.  Neill.  I  was  profeSvSor  of  political  economy  in  the  Catholic 
Universit}^  of  Washington,  and  had  been  there  since  1895. 

Mr.  TowxsEND.  Did  you  have  anything  to  do  with  the  arbitration 
ofl*J02? 

Mr.  Neill.  The  coal  strike?  Yes;  I  was  the  assistant  recorder  of 
the  commission. 

Mr.  TowNSENi).  So  that  you  had  an  opportunity  to  observe  and 
know  what  was  done  in  that  arbitration^ 

Mr.  Neill.  Yes,  sir.  I  had  entire  charge  of  the  statistical  work  of 
the  commission,  and,  as  a  matter  of  fact,  a  position  that  corresponded 
to  that  of  referee  in  a  court;  that  is,  all  the  (questions  concerning 
statistics  were  thrashed  out  before  me.  AVhen  the  operators  filed 
their  statistics,  the}'  were  then  made  accessible  to  representatives  of 
the  miners.  Then  both  sides,  after  the  miners  had  had  opportunity 
to  look  over  them,  came  V)efore  me  and  made  arguments.  By  that 
method  of  elimination  practically  all  of  those  sUitistics  about  which 
there  was  any  controversv  were  set  aside,  and  there  was  submitted  to 
the  commission  only  statistics  which  both  sides  had  agreed  to  accept. 
I  was  also  present  at  all  discussions  of  the  commission,  and  helped  in 
the  preparation  of  the  report. 

Mr.  TowxsEND.  Have  you  had  anything  to  do  with  the  administra- 
tion of  the  law  referred  to  here  this  morning  as  the  law  of  1898? 

Mr.  Neill.  No;  nothing  at  all. 

Mr.  TowNSEND.  Have  you  looked  over  House  bill  10840? 

Mr.  Neill.  1  have  looked  over  it  hurriedly.  I  have  been  out  of  the 
city  for  the  past  two  days  and  have  not  had  a  chance  to  go  over  it 
carefully. 

I  might  say  in  passing,  Mr.  Townsend.  that  I  do  not  think  the  law 
that  you  spoke  of  as  being  invoked  and  declared  unconstitutional  was 
declared  unconstitutional  so  far  as  it  applied  to  arbitration.  There 
was  a  provision  in  the  bill  which  made  it  an  offense  for  any  common 
carrier  engaged  in  interstate  commerce  to  refuse  employment  to  or 
dismiss  any  man  for  membership  in  a  labor  organization.  Recently 
the  Order  of  Railwav  Telegraphers  endeavored  to  organize  the  men  on 
the  Louisville  and  KashvilTe  Knilway.  It  was  alleged  that  the  Louis- 
ville and  Nashville  Railway  dismissed  telegraphers  as  rapidly  as  they 
discovered  that  they  had  joined  the  organization.  At  the  instance  of 
the  railway  telegraphers,  therefore,  an  indictment  was  brought  against 
certain  officials  of  the  railway  for  dismissing  employees,  and  it  was 
that  clause  of  the  act  that  was  declared  unconstitutional  by  a  Federal 
court  in  Kentucky.  So  far  as  I  know  the  law  has  not  been  invoked  as 
to  arbitration — at  least  in  that  case  the  law  was  not  invoked  as  to 
arbitration. 
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Mr.  Richardson.  When  was  that? 

Mr.  Neill.  I  think  within  the  last  two  months.  There  are  still 
several  other  cases  on  trial. 

Mr.  TowNSKXD.  Now,  from  your  experience  as  Commissioner  of 
Labor,  and  in  other  matters  relating  to  labor  and  labor  difficulties,  I 
would  like  to  ask  you  whether  in  3^our  opinion  a  bill  providing  for  an 
investigation  into  the  matters  in  controversy  is,  in  your  juagment, 
desirable^ 

Mr.  Neill.  I  think  it  is,  Mr.  Townsend,  with  certain  restrictions. 

Mr.  Townsend.  I  wish  you  would  give  us  your  reasons. 

Mr.  Neill.  I  do  not  think  that  there  should  be  any  investigation, 
any  compulsory  investigation,  unless  the  controversy  becomes  suf- 
ficiently large  and  sufficiently  troublesome  to  the  public  as  to  be  a 
grave  menace.  1  do  not  think  it  would  be  advisable  to  attempt  to 
interfere  in  the  ordinary  strike.  I  do  think  that  when  a  strike  becomes 
as  grave,  as,  for  example,  the  Pullman  strike  became  some  years  ago, 
or  the  anthracite  strike  of  1902,  or  as  would  have  become  a  strike  if 
it  had  occurred  last  year — if  there  had  been  a  general  strike  last  spring 
as  was  threatened,  not  only  in  the  anthracite,  but  in  other  ex)al  indus- 
tries, then  it  would  have  been  probable  that  within  thirty  days,  and 
certainly  within  sixty  days,  ever}^  manufacturing  plant  in  the  United 
States  would  have  been  tied  up,  and  if  the  organization  had  been  able 
to  tie  up  the  coal  regions  of  the  country  for  sixty  days,  it  would  have 
pamlyzed  every  line  of  industry  in  the  United  States. 

In  case  of  the  anthracite  controversy,  it  became  so  grave  that  there 
was  indescribable  suffering  along  the  entire  coast.  It  had  reached  a 
condition  in  New  York  where,  if  it  had  not  been  for  the  careful  man- 
agement of  the  mayor  and  the  New  York  officials,  there  would  have 
been  riot  at  any  moment  and  the  coal  bins  pillaged;  there  would  have 
been  indescribable  conditions  throughout  New  York.  When  those 
conditions  are  reached,  it  is  important  that  there  should  be  some  party 
who  shall  step  in  and  cfo  something  instead  of  waiting,  and  then  taking 
action  on  the  spur  of  the  moment  without  having  the  proper  machinery. 
I  think  it  important  that  there  should  be  some  macninery  already 
devised  and  ready  to  put  in  operation  without  a  moment's  delay.  But 
I  say  also  that  I  do  not  think  there  should  be  interference  until  the 
strike  becomes  sufficiently  grave  to  warrant  the  Federal  Government 
in  taking  action.  AVhen  that  time  does  come  I  think  there  ought  to 
be  machmerv  in  existence,  or  called  into  existence,  in  short  order. 

Mr.  Gaines.  Who  shall  determine  when  it  shall  be  grave  enough  to 
bring  this  machinery  into  operation? 

Mr.  Neill.  Like  everything  else,  that  would  have  to  be  left  to 
somebody's  discretion. 

Mr.  Richardson.  But  should  there  not  be  some  restrictions  and 
limitations  upon  the  power  of  the  bilK  Do  you  believe,  after  reading 
this  bill,  that  the  only  limitations  and  the  only  restrictions  placed  upon 
it  shall  be  that  the  controversy  must  be  such  as  to  interfere  with  the 
regular  movement  of  commerced 

Mr.  Neill.  Between  the  States? 

Mr.  KiCHARDSON.  Of  course.  Is  not  that  the  onlv  restriction  in  the 
bill? 

Mr.  Neill.  Yes;  I  think  it  is. 

Mr.  Richardson.  Then  you  think  that  there  ought  to  be  additional 
restrictions? 
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Mr.  Neill.  I  do  not  know  but  that  perhaps  a  single  adjective  such 
as  the  word  ^'seriously"  might  be  used.  I  don't  think,  myself,  that  it 
would  be  likely  that  such  an  important  mechanism  would  be  called  into 
action  unless  there  was  a  very  serious  demand  for  it.  1  am  quite  sure 
that  unless  the  matter  was  very  grave  and  that  the  public  had 
undoubted  interest  in  it  it  would  be  resented  by  all  parties  to  the 
controversy. 

Mr.  Richardson.  But  suppose  you  have  a  law  to  go  ahead  and  do 
it,  the  resentment  would  not  amount  to  anything,  would  it? 

Mr.  Neill.  What  I  meant  to  say  was  that  1  did  not  think  anyone 
would  be  willing  to  go  against  the  undoubted  opposition  of  the  employer 
and  the  employees  in  interest  unless  there  was  public  support  of  the 
strongest  kind. 

Mr.  Mann.  Would  it  be  controlled  by  the  popularity  of  the  claims? 

Mr.  Neilx..  I  think  that  if  the  general  public  thought  it  was  not 
serious  enough  to  warrant  Federal  interference  no  President  would 
act,  and  that  he  would  only  act  when  he  had  sufficient  public  senti- 
ment behind  him  to  warrant  it. 

Mr.  Cushman.  W^hat  would  be  your  individual  judgment  as  to  the 
importance  of  the  teamsters'  strike  in  Chicago?  Was  that  impor- 
tant enough  or  did  it  affect  interstate  commerce  enough  to  warrant 
Federal  interference? 

Mr.  Nefll.  I  do  not  think  it  did. 

Mr.  Mann.  According  to  your  view,  the  President  ought  not  to  act 
until  the  controversy  had  created  a  great  furore  in  the  country? 

Mr.  Neill.  Not  until  conditions  had  reached  such  a  point  that  a 
representative  element  of  public  opinion  would  justify  such  action. 
I  do  not  think  any  President  ought,  and  1  do  not  believe  any  President 
would,  interfere  in  an  ordinary  controversy  or  until  the  two  sides  to 
the  controversy  showed  no  reasonable  chance  of  coming  to  an  agree- 
ment themselves. 

Mr.  Mann.  In  other  words,  it  would  be  your  judgment  that  the 
President  should  only  act  in  those  cases  that  affect  the  welfare  of  a  large 
portion  of  the  country,  and  not  simply  where  it  affected  a  particular 
localit}*  ? 

Mr.  Neill.  Undoubtedly.  1  think  the  matter  is  too  important  and 
I  think  the  principle  at  staTke  is  too  vital  to  be  invoked  too  frequently. 

Mr.  Mann.  What  would  you  say  about  the  proposition  as  to  whether 
there  should  be  a  special  commission  appointed  in  each  case  or  whether 
there  should  already  be  in  existence  something  in  the  nature  of  a 
national  board  of  arbitration  to  which  the  President  might  refer  these 
cases? 

Mr.  Neill.  I  think  there  should  be  in  existence  certain  machinery; 
that  is,  I  think  the  mechanism  of  the  commission  ought  to  be  ready; 
and  I  think,  personally,  that  the  personnel  of  the  commission  ought 
to  be  appointed  anew  ifor  each  particular  case.  I  think,  in  the  first 
place,  it  ought  to  be  composed  of  people  who  have  some  knowledge  of 
the  particulars  of  the  industry  in  which  the  strike  has  occurred;  and, 
in  the  second  place,  if  such  a  commission  were  once  appointed,  and  it 
were  to  pass  judgment  on  some  point  at  issue  which  one  side  or  the 
other  considered  vital  to  its  existence,  neither  side  would  ever  again 
agree  to  that  same  board  any  questions  at  issue  without  vigorous  pro- 
test. For  example,  take  the  anthracite  strike  commisvsion ;  no  question 
involving  the  open  shop  could  ever  be  submitted  to  that  commission 
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again,  because  they  passed  judgment  upon  that.'  And,  furthermore, 
if  the  commission  made  a  mistake  in  the  first  instance,  it  would  not  be 
inclined  to  change  its  verdict.  1  think  the  commission  would  be  ham- 
pered by  that  fact  if,  in  the  light  of  insufficient  evidence,  a  verdict 
was  given  that  later  might  with  propriety  Jiave  been  reversed. 

Mr.  Mann.  Take  the  question  of  the  open  shop.  Do  you  think  it 
ought  to  be  the  policy  of  the  National  Government  to  decide  in  favor 
of  the  open  shop  in  one  case  and  in  favor  of  the  closed  shop  in  another — 
to  change  about  just  as  they  happened  to  be? 

Mr.  Neill.  I  am  simply  citing  that  as  an  instance. 

Mr.  Mann.  But  there  is  a  good  instance? 

Mr.  Neill.  Possibly  so,  but  there  is  this  difterence  between  an 
arbitration  commission  and  a  court  of  law:  A  court  of  law  has  certain 
definite,  well  fpunded,  and  crystallized  principles  of  law  that  it  follows. 
But  in  re^rd  to  a  labor  dispute  it  represents  certain  rights,  certain 
demands,  in  which  one  body  puts  faith,  claiming  that  they  are  rights, 
legal,  constitutional,  moral  rignt*^.  Now,  to-day,  public  sentiment  may 
say:  "You  have  no  such  rights;"  but  five  or  ten  years  hence  public 
sentiment  ma}^  come  to  see  that  it  is  an  undoubted  right.  That  has 
been  the  whole  history  of  democracy. 

Mr.  CusHMAN.  So  far  as  legal  and  constitutional  rights  are  con- 
cerned, the  courts  are  open  to  them  for  their  determination,  but  you 
think  this  a  question  of  arbitration  to  determine  a  moral  right  more 
than  a  legal  or  constitutional  right. 

Mr.  Neill.  No;  I  think  that  even  the  questions  of  constitutional 
rights  or  legal  rights  in  labor  disputes  are  still  very  much  un^settled 
things.  There  have  been  decisions  in  some  States  that  the  closed  shop 
is  a  conspirac}^  and  criminal. 

Mr.  CusHMAN.  That  is  true;  but  can  you  substitute  an  arbitration 
tribunal  to  take  the  place  of  a  court  of  justice  to  determine  those 
questions? 

Mr.  Neill.  No;  but  1  say  there  are  certain  questions  that  practically 
are  not  settled  at  all  by  law,  and  those  questions  must  go  before  a  body 
of  this  kind.  In  other  words,  it  must  pass  judgment  on  questions 
which  are  still  open  to  dispute  and  which  the  law  has  not  yet  formally 
passed  upon. 

Mr.  Townsend.  This  is  not  a  question  of  arbitration  anyway. 

Mr.  Neill.  It  comes  very  close  to  it.  The  bill  would  be  without 
force,  without  effect,  if  the  opinion  of  the  commission  did  not  amount 
practically  to  a  coercive  verdict.  If  it  simply  gave  its  opinion  and  no 
one  paid  any  attention  to  it,  the  decision  of  the  commission  would  be 
worse  than  useless. 

Mr.  Richardson.  Would  you  think,  as  you  have  stated  just  now, 
that  it  is  a  question  of  such  vast  importance  and  magnitude  that  we 
ought  to  leave  the  law — for  instance,  the  lawmakers  ought  to  leave  as 
little  discretion  to  a  man  who  has  to  invoke  its  power  as  possible?  In 
other  words,  it  ought  to  be  specific,  so  that  the  courts  would  not  be 
allowed  to  exercise  discretion.  Make  the  law  plain,  and  restrict  the 
jurisdiction  of  the  man  who  has  to  invoke  the  law.  Do  you  not  believe 
m  that  theory? 

Mr.  Neill.  I  don't  know  whether  I  do  or  not.  This  is  a  new  field, 
and  I  think  there  should  not  be  too  much  restriction  placed  there.  It 
will  have  to  be  left  in  the  last  analysis  to  somebody's  discretion  as  to 
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when  the  power  of  this  organization  shall  be  invoked  and  when  it  shall 
not.  If  it  seems  unwise  to  leave  that  to  anybody's  discretion,  we  had 
better  leave  things  as  they  are.  1  think  if  it  is  hedged  about  with  too 
many  restrictions  it  will  become  practically  useless. 

Mr.  Burke.  Would  you  not  have  two  commissions  working  at  the 
same  time  that  might  have  the  same  questions  before  them,  to  some 
extent,  to  pass  upon,  and  one  might  hold  one  way  and  one  the  other? 

Mr.  Neill.  No;  I  do  not  think  we  would  have  two  large  strikes  at 
the  same  time.  We  have  never  had  in  our  experience  before,  and  I  do 
not  think  we  will. 

Mr.  Russell.  You  stated  a  while  ago  that  you  thought  the  commis- 
sion would  be  useless  unless  it  had  coercive  power.  Upon  what  would 
you  rest  the  coercive  force? 

Mr.  Neill.  Public  opinion. 

Mr.  Stevens.  That  would  lie  largely  in  the  justice  of  the  decision. 

Mr.  Neill.  There  is  no  question  but  the  anthracite  coal  commission 
was  forced  upon  the  operators  against  their  will,  beciiuse  of  the  for- 
mation of  a  public  sentiment  that  had  coercive  force  behind  it. 

Mr.  Russell.  You  didn't  mean  that  the  law  should  contain  sufficient 
machinery  to  put  the  decision  in  etfect? 

Mr.  Neill.  Oh,  no. 

Mr.  Escii.  Unless  you  have  a  standing  committee,  would  not  a  good 
deal  of  time  be  lost  in  the  appointment  and  selection  of  separate  com- 
mittees? Are  not  cases  arising  where  there  is  great  emergency,  great 
need  of  hasty  action  i 

Mr.  Neill.  No;  I  think  no  strike  could  develop  to  the  point  of 
becoming  a  public  menace  except  by  successive  steps.  For  example, 
we  were  all  ver^-  mu<h  concerned  because  of  the  likelihood  of  a 
general  coal  strike  last  spring.  Those  things  are  always  known  a 
considerable  time  in  advance.  Y'ou  can  ligure  out  the  possible 
developments  and  results,  and  I  think  that  we  could  be  quite  prepared, 
could  nave  all  the  mechanism  xeadj'  to  launch  at  a  given  moment. 
We  would  have  known  weeks  in  advance  what  the  trend  was,  and  it 
would  be  entirely  possible  before  the  results  became  disastrous  to 
have  the  commission  appointed  and  ready  to  go  to  work.  I  think 
there  should  be  some  prominent  official,  not  a  member,  connected  with 
the  commission  who  would  look  after  the  modus  operandi  and  who 
would  be  familiar  with  precedents  and  traditions. 

Mr.  CusHMAN.  Let  me  ask  you  whether  it  is  your  idea  that  the 
arbitration  machinery  be  provided  to  settle  a  controversy  that  could 
be  settled  by  law,  or  only  to  reach  that  part  of  the  controversy  which 
could  not  be  settled  in  court? 

Mr.  Neill.  Practically,  Mr.  Cushman,  no  industrial  controversy 
can  be  settled  by  law.  The  Question  is  one  that  you  can  not  get  before 
the  courts.  For  example,  there  is  no  question  of  wages,  hours  of 
labor,  or  condition  of  life  that  can  be  brought  before  any  court.  They 
are  questions  rather  of  fair  dealing  and  of  justice,  which  have  not  yet 
been  brought  within  the  realm  of  judicial  inquiry  or  decision. 

Mr.  Mann.  You  spoke  of  the  teamsters'  strike  in  Chicago  as  one 
that  would  not  be  of  sufficient  importance  in  your  judgment  to  be 
brought  before  a  commission  for  settlement.  As  a  matter  of  fact, 
both  sides  to  that  controversy,  at  different  times,  did  endeavor  to 
influence  the  President  of  the  United  States,  and  it  is  quite  certain 
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that  bad  such  a  law  been  in  operation  be  would  have  been  asked  to 
appoint  a  commission.  Would  be  have  been  able,  would  any  Presi- 
dent be  able  to  resist  a  request  under  such  conditions?  Would  it  not 
enter  into  politics  right  away?  It  being  a  matter  of  discretion,  and 
in  case  of  trouble  to  commerce,  which  might  happen  anywhere,  how 
could  he  help  himself? 

Mr.  Neill.  I  know  a  good  deal  of  the  inside  history  of  that  team- 
sters' strike,  and  also  the  efforts  made  to  interest  the  Federal  Admin- 
istration, and  I  do  not  think  that  any  President,  even  with  this  bill  in 
operation,  would  have  done  any  more  than  the  President  did  in  that 
particular  case. 

Mr.  Manx.  I  do  not  believe  that  a  man  was  ever  elected  President 
who  would  not  have  yielded. 

Mr.  Neill.  I  do  not  believe  that  any  Federal  action  would  have 
been  taken.  It  never  got  beyond  the  limits  of  Chicago;  it  never 
reached  a  point  where  it  wjvs  beyond  the  control  of  the  city  of  Chicago 
or  the  State  of  Illinois,  so  far  as  I  know. 

Mr.  Burke.  I  know  that  it  .'effected  the  region  beyond  Chicago. 

Mr.  Neill.  It  may  have  undoubtedly  inconvenienced  purchasers  in 
other  States  to  some  extent. 

Mr.  CusHMAN.  1  think  the}^  rioted  through  the  city  for  about  a  hun- 
dred dSiVQ, 

Mr.  Neill.  Yes;  but  this  bill  would  not  have  enabled  the  Federal 
Government  to  cheek  the  rioting.  If  the  case  should  be  investigated 
the  commission  would  be  sitting  a  couple  of  months. 

Mr.  Russell.  Do  you  not  think  that  the  tendency  of  legislation  of 
this  sort  would  be  to  create  a  demand  for  such  an  amendment  to  this 
law,  if  it  were  enacU^d,  as  to  give  some  coercive  effect  in  law  to  deci- 
sions of  the  commission?  Suppose  you  have  a  situation  like  the 
Chicago  strike — the  people  become  excited  and  riotous,  and  the  com- 
mission is  asked  to  act,  pronounces  judgment,  and  neither  side  yields. 
Don't  you  think  that  the  public  would  demand  some  amendment  to 
this  legislation  to  put  in  effect  the  decision  of  the  commission? 

Mr.  Neill.  No;  I  think  that  public  sentiment  would  be  sufficient 
without  anything  further.  As  to  the  Chicago  strike,  I  think  that  if 
the  inside  facts  of  it  on  both  sides  could  have  been  made  public  it 
would  have  collapsed. 

Mr.  Russell.  That  would  have  put  in  effect  the  judgment  of  the 
commission;  but  in  case  of  a  desperate  controversy,  where  neither 
party  would  yield,  that  reason  would  have  failed. 

Mr.  Neill.  If  the  decision  of  the  commission  were  one  that  left  the 
case  largely  op(m,  so  that  public  sentiment  could  not  crystallize  on 
either  sid(^  there  would  not  be  anything  but  to  let  it  go  on;  but  if,  as 
is  ordinarily  the  case,  the  matter  would  be  considerably  one-sided,  I 
think  that  public  sentiment  would  crystallize  materially;  and  if  it 
could  be  shown  that  both  sides  were  in  the  wrong,  or  both  sides  had 
certain  rights,  I  think  public  sentiment  would  then  certainly  compel  a 
compromise. 

Mr.  Russell.  You  do  not  think  that  there  is  in  this  legislation 
which  would  lead  ultimately  to  the  enactment  of  a  law  empowering 
the  courts  to  give  coercive  effect  to  the  judgment  of  the  commission  ? 

Mr.  Neill.  If  1  thought  that,  I  should  not  feel  that  such  a  law  would 
be  at  all  advisable. 
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Mr.  E8CH.  Might  not  the  decision  of  this  commission  result  in  legis- 
lation? According  to  one  provision  of  the  bill  it  may  recommend 
such  legislation  as  the  facts  may  seem  to  require. 

Mr.  Neill.  It  might  be.  But  unless  such  recommendations  were 
needed,  undoubtedly  needed,  I  do  not  think  the  public  would  be  will- 
ing to  have  legislation.  This  is  a  very  delicate  field  of  operations.  It 
is  one  in  which  it  is  very  ea-sy  to  trench  on  rights  which  are  not  yet 
sufficiently  clear  to  be  made  the  subject  of  legislative  or  judicial 
declaration.  I  think  that  there  are  certain  claims  being  put  forward 
as  to  rights  which  have  not  yet  been  generally  accepted.  Within  ten 
years  they  may  be  accepted  universally. 

Now,  I  think  until  public  sentiment  has  had  time  to  digest  these 
various  claims  of  rights  and  reach  some  decision  it  would  be  very 
unwise  to  either  have  legislative  or  judicial  declaration  upon  what  the 
limits  of  these  rights  are.  In  fact  it  is  a  struggle  between  certain  moral 
and  ethical  claims  which  ought  not  to  be  passed  upon  legiwslativeh'  or 
judicially  until  they  have  been  threshed  out  much  further  than  they 
have  vet  been.  1  think,  however,  that  an  organization  of  this  kind 
would  tend  to  clear  the  atmosphere  very  much  by  giving  the  public 
the  real  inside  facts.  You  have  here,  say,  a  controversy  in  whicn  both 
sides  put  forward  special  pleas,  and  I  might  say,  to  be  perfectly  f i-ank, 
that  I  think  the  employers'  side  generally  has  the  advantage  in  getting 
a  hearing  before  the  public.  The  labor  organizations  put  fortn  their 
pleas  and  claims  through  their  own  papers,  their  own  organs,  which 
do  not  reach  the  public.  They  are  read  by  those  who  are  members  of 
the  organization  already,  by  a  clientele,  so  to  speak,  who  subscribe 
to  a  certain  faith  and  are  only  confirmed  in  what  the}^  already  believe. 

The  employers'  side  of  the  controversy  is  usually  presented  through 
the  periodicals  and  daily  press,  so  they  fiave  the  advantage,  therefore, 
of  molding  and  shaping  public  opinion.  And  further  than  that,  the 
acta  and  the  views  of  the  labor  organizations  have  to  be  dore  publicly, 
while  the  acts  of  the  other  side  are  not  done  in  public,  and  the  public 
has  no  way  of  getting  at  the  facts. 

Now,  I  think  that  this  bill  would  be  in  the  interest  of  fairness.  It 
would  give  the  opportunity  of  forcing  both  sides  to  show  up  the  actual 
things  that  were  being  done,  and  the  actual  merits  of  their  claims. 
And  I  think  that  would  go  a  long  w^ay  toward  bringing  about  indus- 
trial peace  in  a  way  that  has  not  been  suggested  at  all— that  is,  I  think 
that  unless  an  organization  either  of  employees  or  employers  had  a 
very  strong  case,  and  one  that  they  were  perfectly  willing  should  be 
made  public^  they  would  not  indulge  in  a  prolonged  controversy  that 
would  invite  too  much  attention  from  the  public. 

Mr.  EscH.  Would  there  be  anj^  danger  m  one  party  putting  in  part 
of  its  case,  or  not  appearing  at  all? 

Mr.  Neill.  The  commission  would  have  the  power  to  go  into  the 
books  connected  with  the  affairs  of  those  involved  in  the  controversy, 
and  also  have  the  power  to  compel  the  attendance  of  witnesses,  and  the 
production  of  books  and  papers. 

Mr.  Richardson.  I  think  your  views  on  that  line  are  very  good, 
but  the  trouble  in  my  mind  is  that  you  put  too  much  power  into  the 
bands  of  one  man,  and  you  do  not  limit  the  necessities  under  which  he 
shall  act.  I  do  not  like  to  see  that  much  power  put  in  any  one  man's 
hands. 
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Mr.  Neill.  As  I  understand  it,  his  power  would  simply  be  the 
appointment  of  the  commission;  but  that,  however,  would  undoubt- 
edly be  a  very  great  power;  and,  as  suggested  a  moment  ago,  if  poli- 
tics entered  into  the  matter,  and  if  a  commission  were  once  appointed 
with  a  bias  for  the  purpose  of  deciding  a  case,  the  usefulness  of  the 
whole  mechanism  would  end. 

Mr.  KiCHAUDSON.  Isn't  it  a  fact  that  according  to  this  bill  the  inter- 
ruption of  interstate  commerce  shall,  not  only  in  the  estimation  of  the 
President  or  in  his  discretion,  actually  take  place,  but  if  even  threat- 
ened or  menaced  he  can  invoke  this  commission;  and  even  when  there 
is  a  menace  or  threat  that  something  may  result  in  the  future^ 

Mr.  TowNSEND.  The  bill  provides  for  that. 

Mr.  Neill.  Now  let  us  cite  again  a  case  which  is  recent.  I  think 
that  if  the  coal  strike  had  started  last  spring,  and  that  a  very  large  per 
cent  of  the  anthracite  and  bituminous  miners  had  gone  on  a  strike, 
that  it  would  have  been  necessary  to  put  in  force  this  commission 
immediately. 

Mr.  Richardson.  You  are  dealing  with  coal  strikes  and  things  of 
that  kind,  but  this  bill  is  not  restricted  to  that;  not  at  all. 

Mr.  Neill.  I  simply  say  that  in  some  cases  were  there  a  strike 
threatened  the  results  might  come  out  rapidly,  and  be  so  far  reaching 
that  it  would  be  necessary  to  start  the  commission  to  work  on  the 
certain  prospect  of  danger  rather  than  to  wait  for  the  danger  to 
become  actual  and  disastrous. 

Mr.  RiCHARDSOX.  What  I  object  to,  so  far  as  I  have  investigated, 
is  in  restricting  the  power  which  is  given  in  this  bill. 

Mr.  Neill.  Of  coui*se  that  is  a  question  of  public  policy  that  I  am 
not  familiar  enough  with  to  answer.  1  do  not  feel  that  I  am  compe- 
tent to  give  the  committee  a  suggestion  or  advice  upon  that. 

Mr.  TowNSEND.  Right  in  this  connection,  can  you  tell  whether  or 
not  strikes  are  on  the  increase  'i 

Mr.  Neill.  We  are  at  present  making  an  investigation  which  will 
bring  the  history  of  strikes  and  lockouts  down  to  the  end  of  the  year 
1905,  but  the  work  is  not  yet  completed.  However,  so  far  as  we  have 
gone,  we  are  able  to  make  a  rou^h  estimate  and  I  think  that  in  the 
early  part  of  this  century— that  is,  1900,  1901,  and  1902  —they  were 
very  largely  increased  over  previous  years,  though  they  have  not  been 
as  numerous  in  the  last  few  years.  But  I  think  that  the  last  live  years 
have  averaged  a  much  larger  number  of  strikes  than  any  previous 
period  of  five  years. 

Mr.  Mann.  Proportioned  as  to  the  actual  number,  or  in  proportion 
to  the  number  of  people  employed? 

Mr.  Neill.  I  don't  know;  our  figures  are  not  sufficiently  far  along 
to  show  that.  That  would  be  the  only  test,  undoubtedly.  But  as  a 
matter  of  fact  I  believe  that  it  would  be  shown  that  on  account  of  com- 
binations the  strikes  are  to-day  larger  in  numbers.  Formerl}^  for 
example,  we  might  have  a  strike  in  a  single  plant,  while  to-day,  with 
the  combinations,  that  strike  would  extend  to  a  number  of  other  plants 
that  might  not  formerly  have  been  involved. 

Mr.  Ryan.  Are  strikes  more  numerous  during  times  of  prosperity 
or  in  bad  times? 

Mr.  Neill.  That  it  hard  to  say.  I  should  say  that  at  times  of  indus- 
trial change,  either  way,  they  are  numerous;  that  is,  when  prosperity 
comes  wages  do  not  go  up  as  rapidly  as  do  the  profits,  and  there  is  a 
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tendency  therefore  on  the  part  of  labor  organizations  to  strike  to 
secure  more  rapid  increae^e  of  wages.  At  the  same  time  when  there 
1  ebbing  prosperity,  wages  are  cut  promptly,  and  there  is  usually  a 
strike  against  the  reduction.  So  when  we  are  on  the  up-grade  and 
down-grade  thej'  are  equally  numerous.  When  the  condition  is  perma- 
nently one  of  prosperity  over  a  considerable  time,  they  are  not  so 
likely  to  be  numerous. 

The  Chairman.  Before  you  pass  from  the  discussion  of  the  commis- 
sion, I  would  like  to  ask  3'our  opinion  as  to  this  view:  Would  it  be 
desirable  to  appoint — this  bill  provides  for  a  connnission  of  seven  per- 
sons for  the  purpose  of  having  the  machinery  alwa^^s  ready  for  early 
action — would  it  be  desirable  to  have  a  portion  of  that  commission 
permanent,  sa}' ,  three  persons,  with  the  power  on  the  part  of  the  Presi- 
dent to  till  it  up  for  the  purpose  of  examining  an  immediate  case; 
would  there  be  any  advantage  in  such  an  arrangement i^ 

Mr.  Neill.  I  think,  Mr.  Chairman,  as  I  said  a  moment  ago,  that  it 
would  not  be  wise  to  have  any  part  of  the  commission  permanent,  but 
I  do  think  that  the  mechanism  ought  to  be  permanent,  and  I  think 
that  if  some  official  of  the  Government — and  I  say  this  of  course  with- 
out wishing  to  direct  attention  to  myself — the  Commissioner  of  Labor 
should  be  made  the  permanent  secretary  and  the  keeper  of  the  records, 
so  that  the  machinery  could  be  all  ready  the  moment  the  commission 
was  appointed. 

The  mode  of  procedure  then  would  be  more  clear,  as  the  lirst  expe- 
rience of  such  an  official  would  be  valuable.  I  do  not  think  that  he 
ought  to  be  a  member  of  the  commission,  but  I  think  he  should  be  an 
official  of  the  commission  without  the  power  of  vote.  I  am  inclined 
to  think,  however — for  example,  my  own  experience  on  the  anthracite 
commission  has  shown  me  that  if  a  commission  of  that  kind  were 
apix)inted  it  could  get  to  work  and  avoid  much  delay  and  some  mis- 
takes— that  is,  that  the  method  of  work  would  be  much  better  if  some 
of  the  attaches  of  that  commission  were  attached  to  a  new  commission. 
I  think  the  appointment  of  the  Commissioner  of  Labor  as  permanent 
secretary,  and  give  him  permission  to  use  the  force  of  the  Bureau  in 
doing  investigating  for  the  commission  would  be  a  good  thing,  but  1 
do  not  think  he  should  be  a  member  of  the  commission. 

Mr.  TowNSEND.  Right  in  that  connection,  what  would  you  say  as  to 
whether  there  should  be  some  provision  in  the  bill  providing  that  each 
party  to  the  controversy,  or  some  one  thoroughly  familiar  with  the 
particular  questions  at  issue  on  each  side,  should  be  made  members  of 
the  commission  ? 

Mr.  Neill.  1  think  that  would  be  an  excellent  proposition.  I  think 
there  ought  to  be  a  provision  in  the  bill  that  the  President  should 
invite  each  party  to  the  controversy  to  select  one  member  of  the  com- 
mission, and  if  there  was  a  commission  of  five,  let  the  President 
appoint  five  and  give  each  side  the  option  of  appointing  ah  additional 
member,  or  at  least  in  some  form  naming  the  men.  1  state  that  for 
this  reason:  After  all  the  testimony  is  taken,  if  you  have  five  or  six 
men  not  familiar  with  the  technique  of  the  business,  there  will 
undoubtedly  come  up  questions  for  settlement  which  the  commission 
does  not  understand,  and  there  should  be  somebody  on  the  commission 
thoroughly  familiar  with  the  technicalities  and  details  of  the  business, 
both  from  the  employer's  side  and  the  side  of  the  organization  that  is 
conducting  the  strike.     1  think  that  is  very  important. 
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Mr.  Mann.  That  would  practically  give  each  side  an  attorney  on  the 
commission. 

Mr.  Neill.  I  think  it  might  be  well  to  provide  that  the  members 
should  not  be  lawyers,  and  that  they  should  not  be  directly  interested 
in  the  strike.  What  I  mean  is,  that  there  ought  to  be  a  man  who  has 
complete  knowledge  of  all  the  technical  details  of  the  business. 

Mr.  Adamson.  It  seems  to  me  that  it  would  be  a  great  deal  better 
if  they  could  be  lawyers.  But  I  suppose  you  mean  they  should  not 
act  as  advocates  in  the  case? 

Mr.  Neill.  But  the  lawyer  does  not  know  the  technique  of  the 
business.  Of  course  I  do  not  make  any  reflection  on  the  ability  or 
fairness  of  lawyers,  but  if  it  is  a  railroad  strike,  for  example — sa^^  a 
strike  of  switchmen — I  think  there  should  be  a  man  upon  the  commis- 
sion who  is  himself,  or  has  been,  a  switchman;  a  man  who  has  been  a 
railroad  man  and  knows  accurately  the  whole  question  of  switching 
from  the  railroad  side. 

Mr.  Adamson.  Of  course,  you  do  not  think  that  a  man  would  neces- 
sarily be  dishonest  or  biased  because  he  is  a  lawyer  and  understands 
the  subject? 

Mr.  Neill.  I  think  each  side  would  have  undoubted  bias. 

Mr.  Mann.  If  a  man  be  appointed  with  the  special  purpose  of  rep- 
resenting either  side,  universally  he  considers  himself  n  practical 
advocate  of  that  side;  he  is  the  attorney  for  that  side  with  the 
commission. 

Mr.  Adamson.  I  understand  you  propose  to  appoint  a  man  .on 
account  of  his  fitness  and  for  the  reason  that  he  knows  the  things 
about  that  side,  and  not  because  he  is  a  partisan  of  that  side^ 

Mr.  Neill.  I  think,  as  a  matter  of  fact,  that  anyone  appointed  on  a 
commission  of  that  kind  would  endeavor,  so  far  as  he  could,  to  set  aside 
all  bias  and  act  in  a  judicial  capacity  rather  than  in  the  capacity  of  an 
advocate;  but  I  admit  also  that  he  would  undoubtedly  have  bias,  but 
that  would  be  slight  when  you  consider  that  there  would  be  five  other 
men  in  a  neutral  position.  My  idea  is  that  there  should  be  opportu- 
nity for  complete  explanations  of  technical  points  during  the  sessions 
of  certain  things  on  which  it  was  necessary  to  get  further  information. 
Of  course  the  getting  of  the  information  could  not  be  attended  as  it 
was  originally,  with  the  right  of  cross-examination  and  challenge  of 
statement.  But  if  there  could  be  a  man  on  each  side  to  explain  mat- 
ters of  technique,  and  explain  it  correctly,  the  representative  of  the 
other  side  could  challenge  the  explanation.  I  think  that  is  important, 
for  the  absence  of  that  would  cause  a  liability  of  serious  error  in  the 
findings  of  the  commission,  due  to  ignorance. 

Mr.  Adamson.  A  railroad  man  is  selected  for  the  reason  that  he  is 
skilled  in  the  particular  knowledge  affecting  the  railroad,  but  it  is  not 
implied  thereby  that  he  is  going  in  there  solely  to  help  the  interests  of 
the  railroad,  but  to  impart  to  the  others  his  knowledge  of  railroads? 

Mr.  Mann.  That  might  be  true,  but  if  he  is  selected  by  the  rail- 
roads then  he  goes  in  as  a  special  representative  of  the  railroads. 

Mr.  Kennedy.  Would  not  they  see  before  selecting  him  that  he 
would  represent  the  railroads? 

Mr.  Adamson.  If  they  are  going  to  hire  a  lawyer  to  advocate  their 
interests  in  the  controvers3%  that  is  a  different  question. 

Mr.  CusHMAN.  Mr.  Neill's  idea  is  that  in  a  controversy  of  this  char- 
acter there  should  be  two  men  appointed  who  have  particular  knowl- 
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edge  of  the  subject,  one  from  the  standpoint  of  labor,  and  the  other 
from  the  standpoint  of  the  employer.  Then  if  there  was  any  bias  on 
the  part  of  the  two  individuals,  they  would  offset  each  other,  and  that 
the  controversy,  in  reality,  would  be  decided  by  the  other  five  men. 

•Mr.  Neiix.  L  nquestionatllj'.  The  attorney  would  be  in  this  em- 
barrassing position,  that  he  would  either  have  to  vsign  the  report  or 
dissent  from  it.  And  he  would  be  in  a  very  embarrassing  position 
if  he  wrote  a  dissenting  opinion  against  the  other  six  members  of  the 
commission,  he  would  have  to  appear  as  advocate,  and  his  reasoning 
would  show  him  a  special  pleader.  On  the  other  hand  if  he  signed 
the  report,  then  he  was.  himself,  brought  to  agreement  with  the  other 
six,  and  the  report  would  have  added  weight,  because  a  man  knowin 
that  side  of  the  case,  and  naturally  supposed  to  be  a  man  of  bias,  h 
signed  the  repoil. 

The  Chairman.  Would  you  have  the  respective  parties  represented 
by  couni^el  in  these  investigations^ 

Mr.  Neill.  I  think  they  ought  to  be  given  that  privilege  if  they^ 
wi»h. 

The  Chairman.  Would  you  think  that  necessary? 

Mr.  Neill.  Yes;  1  think  it  is.  I  have  known  some  cases  in  which 
it  was  unwise,  as  it  turned  out,  and  where  the  case  could  have  been 
better  presented  by  the  parties  themselves;  but  I  think  they  undoubt- 
edly should  be  given  the  right  to  be  represented  by  counsel. 

The  Chairman.  Would  representation  by  counsel  retard  or  expedite 
the  investigation  ? 

Mr.  Neill.  I  think  it  would  retard  the  investigation. 

Mr.  Mann.  I  would  like  to  ask  if  in  the  coal  strike  the  witnesses 
were  paid  by  the  parties  or  by  the  Government.   . 

Mr.  Neill.  They  were  paiS  by  the  parties. 

Mr.  Mann.  Would  you  have  that  m  this  law  if  it  should  go  into 
effect?  , 

Mr.  Neill.  No;  the  expense  should  be  paid  by  the  Government. 
There  was  undoubted  hardship  on  the  miners  in  the  case  of  the  anthra- 
cite investigation.  At  Philadelphia  they  had  to  bring  large  numbers 
of  men  from  Scranton  and  keep  them'  there  an  indefinite  time,  not 
knowing  when  they  would  be  called. 

Mr.  Cushman.  Here  is  a  provision  in  the  bill,  as  follows:  ''All  of. 
the  expenses  of  the  commission,  including  all  necessary  expenses  for 
transportation  incurred  by  the  commissioners  or  by  their  emplovees 
under  their  orders  in  making  any  investigation  under  this  act,  shall  be 
allowed  and  paid  on  the  presentation  of  itemized  vouchers  therefor, 
approved  by  the  chairman  of  the  commission  and  the  Secretary  of  the 
Interior."    That  is  the  latter  part  of  section  10. 

Mr.  EscH.  Strikes,  as  a  rule,  have  geographic  limitations.  Would 
it  be  your  idea  that  the  commissioners  should  be  appointed  within  a 
circle  of  influence,  or  out-side  of  it? 

Mr.  Neill.  No;  I  think  it  should  be  left  without  any  respect  to 
geographic  limitations;  as  a  matter  of  fact,  it  might  be  advisable  in 
some  cases,  if  the  matter  has  become  one  of  too  great  heat  in  a  com- 
munity, to  select  arbitrators  outside  of  the  community. 

Mr.  EsoH.  If  you  had  a  permanent  commission  that  might  not  be 
possible? 

Mr.  Neill.  No;  I  think  a  permanent  commission  is  most  inadvis- 
able; I  think  it  would  do  more  harm  than  good. 
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The  Chairman.  Should  the  bill  recognize  the  right  of  challenge  to 
any  member  of  the  commission  ? 

Mr.  Neill.  No,  I  think  not.  I  think  that  would  be  an  undoubted 
right  that  a  man  should  hav^e  in  one  sense,  but  on  the  other  hand  it 
would  almost  paralyze  the  work  of  the  commission.  If  it  took  pro- 
portionately as  long  to  get  a  commission  as  it  ordinarily  does  to  get  a 
jury  in  a  very  important  case,  there  probably  would  be  nobody  left  to 
draw  iipon. 

Mr.  KussELL.  Did  I  understand  you  to  say,  in  answer  to  a  question 
of  the  chairman,  that  in  your  judgment  the  employment  of  counsel 
would  retard  the  investigation? 

Mr.  Neill.  1  think  so;  but  3'^et  I  think  the  right  to  be  represented 
is  more  important  than  rapidity  in  reaching  a  decision. 

Mr.  Adamson.  I  am  much  concerned  to  know  how  any  question  of 
public  interest,  involving  the  cause  of  justice,  would  be  retarded  by 
representation  h}^  counsel. 

Mr.  Neill.  Instinctively  the  lawyer  becomes  more  technical  and 
fights  more  on  technical  points  than  the  parties  at  issue  would.  I 
think  there  would  be  much  argument,  and  I  think  undoubtedly  the 
work  would  be  retarded. 

Mr.  Adamsox.  I  suppose  that  opinion  is  based  upon  your  idea  of 
the  practices  common  with  lawyers  in  a  case.  But  you  do  not  pro- 
pose, in  this  country  under  our  institutions,  to  set  up  an}''  investiga- 
tion that  could  be  expected  to  receive  the  respect  of  anybody  if  it  car- 
ried with  it  the  idea  that  a  man  should  not  be  represented  by  counsel 
and  that  he  should  not  have  witnesses  to  represent  his  interests. 

Mr.  Neill.  As  I  said  a  moment  tLi;o^  I  would  not  have  a  man 
deprived  of  that  ri^ht:  but  I  was  asked  if  that  would  facilitate  or 
retard  the  work,  and,  based  upon  experience  that  1  have  had,  1  stated 
that  it  would  undoubtedly  re:ard  the  work. 

Mr.  RiOHARDSOX.  Isn't  it  a  fact  that  in  most  of  the  States  of  the 
Union  where  they  appoint  railroad  commissions  that  provision  is  made 
so  that  one  shall  be  a  lawyer,  another  a  railroad  man,  and  so  on? 
Thev  do  not  object  to  lawyers  on  these  commissions. 

Mr.  Neill.  No.  I  am  speaking  of  parties  to  a  controversy  being 
represented  by  law3^ers. 

Mr.  KiCHARDSOX.  I  understand.  You  think  it  retards  the  business, 
and  then  you  take  the  position  further  that  you  seriously  question 
whether  there  ought  to  be  the  right,  in  this  bill,  to  challenge  one  of 
these  commissioners.  That  makes  it  arbitrary,  for  if  a  prejudiced  man 
gets  on  the  commission,  and  the  labor  organizations  want  to  show  that 
and  that  he  is  committed  in  his  views,  you  do  not  think  they  should 
have  the  right  of  challenge?  * 

Mr.  Neill.  No;  I  think  in  the  formation  of  the  commission  that 
nobody  would  be  appointed  by  whoever  has  the  power  of  appoint- 
ment unless  they  were  men  standing  before  the  public  as  men  whose 
intelligence  and  fairness  would  be  unquestioned;  butat  the  same  time  I 
haven't  the  least  doubt  that  if  there  is  a  right  of  challenge,  practically 
every  one  of  them  would  be  challenged. 

Mr.  Mann.  I  suppose  you  take  the  position  that  if  the  commission 
was  not  fairly  appointed  their  opinion  would  have  no  weight? 

Mr.  Neill.  Unquestionably;  therefore  the  appointing  oflBcer  would 
select  men  of  such  character  that  if  a  protest  was  lodged  it  would  carry 
no  weight  before  the  public,  because  the  men  would  have  such  stand- 
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ing  of  intelligence  and  fairness  that  the  protest  would  be  considered  a 
biased  attempt  to  have  them  put  off  and  the  prejudiced  men  put  on. 

Mr.  ADAM80N.  A  conmiission  could  only  inquire  around,  form  an 
opinion  and  give  it;  that  is,  so  far  as  the  matter  of  inquiry  goes. 

Mr.  Neiix.  That  is  vital.  They  might  make  inquiries,  but  if  they 
wanted  to  enforce  those  inquiries  to  the  point  where  they  could  get 
what  thOT  wanted 

Mr.  Mann.  Supposing  there  should  be  a  strike  on  the  part  of  the 
employees  of  the  sugar  trust,  the  employees  of  the  refineries  over  in 
New  York,  and  by  reason  of  that  strike  a  commission  was  appointed 
and  an  investigation  undertaken  of  the  books  and  methods  of  business 
in  the  su^r  refineries,  do  you  think  that  the  commission  would 
have  constitutional  authority  to 

Mr.  Neill.  I  could  not  discuss  that  from  a  constitutional  stand- 
point, because  I  am  not  a  lawyer. 

Mr.  Manx.  In  one  case  it  was  held  by  the  Supreme  Court  that  they 
could  not  do  that. 

Mr.  Neili..  1  do  think,  as  a  matter  of  fairness— and  I  don't  know 
whether  this  is  constitutional  or  not — but  I  do  think  that  where  a  pro- 
tective tariff  is  levied  for  the  explicit  and  the  practically  stated  pur- 
poses of  maintaining  wages  that  the  Federal  Government,  in  case  of  a 
strike  in  a  protected  industry,  should  have  the  right  to  go  in  there 
and  nee  whether  the  tax  collected  from  the  public  is  l)eing  properly 
distributed  as  wages  or  whether  it  is  almost  entirely  held  out  as 
profit. 

Mr.  Adamson.  And  if  a  man  is  not  making  enough  money,  feed  him 
from  the  publii:  treasury  ? 

Mr.  Nkill.  That  is  not  the  i)oint.  It  is  simply  this:  When  the  cry 
is  made  that  there  should  be  no  investigation  of  this  matter,  as  I  under- 
stand the  matter,  the  purpose  of  the  protective  tariff  is  to  maintain 
wages  in  a  high  standard  of  living.  1  do  think,  if  that  is  the  pur- 
pose, that  when  a  strike  as  to  wages  occurs  there  should  be  power  fur- 
ther to  go  in  and  find  out  whether  the  men  who  have  collected  the  tax 
are  distributing  it  as  intended  by  the  law. 

Mr.  CuSHMAN.  Wouldn't  it  occur,  if  any  person  or  organization 
were  engaged  in  a  certain  business  and  making  more  profits  out  of  it 
than  it  should  from  an  ethical  standpoint,  that  that  would  offer  a  very 
flattering  invitation  to  other  men  to  go  into  that  business? 

Mr.  Neill.  Onlj'  as  a  matter  of  rairness.  I  feel  strongly  on  that 
point. 

Mr.  Mann.  Do  you  think  that  the  Government  ought  to  be  per- 
mitted to  go  in  and  investigate  any  corporation,  find  out  what  it  is 
making,  the  amount  of  profit,  the  whole  business? 

Mr.  Neill.  I  do  not  say  that;  but  I  do  say  that  if  the  wage  they  are 

Saying  is  so  low  as  to  bring  about  a  controveray — I  wouldnT  have  thi.s 
one  excepting  in  cases  of  strikes  that  become  of  moment  to  the  i)ublic — 
but  I  say  when  the  public  is  gravely  inconvenienced  by  a  strike  and 
bj'  a  demand  on  the  part  of  wage-earners  that  their  wages  are  not  high 
enough,  and  when  they  feel  strong  enough  to  carry  the  fight  before 
the  public,  then  I  believe  the  pubfic  has  a  certain  right  to  go  in  and 
say  *' We  want  to  know  whether  you  are  paying  all  tliat  is  proper  in 
this  case  or  whether  you  are  getting  the  benefits  of  protection,  and  at 
the  same  time  reaping  exhorbitant  profit**." 
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Mr.  Mann.  If  you  have  to  do  that  in  cases  that  involve  a  million 
people,  would  you  refuse  it  in  the  case  of  one? 

Mr.  Nkill.  Unquestionably. 

Mr.  Mann.  Is  it  numbers  that  make  right? 

Mr.  Neill.  1  wouldn't  accept  that  as  a  general  proposition.  But, 
for  example,  I  think  if  an}'  individual  man  chooses  to  cease  speaking 
to  me  on  the  street  or  does  not  care  for  my  custom  in  a  store  he  has 
that  undoubted  right,  and  the  Government  would  say  ''You  are  so 
slightly  incommoded  that  we  will  not  put  the  machinery  in  operation." 
But  if  the  whole  conmmnity  is  striving  to  make  my  life  a  burden  by 
doing  the  same  thing  I  think  I  would  have  a  right  to  appeal  for  pro- 
tection. 1  think  in  all  of  these  matters  that  the  question  is  largely 
one  of  the  degree  of  inconvenience  or  of  sufficient  curbing  of  his 
rights  to  warrant  the  governmental  machinery  taking  notice. 

Mr.  Mann.  You  are  speaking  of  governmental  machinery  without 
differentiating  at  all  between  the  local   n)achinery  and  the  national 

governmental  machinery.  The  question  is,  I  low  far  the  National 
rovernment  should  have  a  right  to  go  into  a  question  that  is  purely 
local,  excepting  as  it  may  affect  the  shipment  of  products  out  of  a 
State? 

Mr.  Neill.  I  should  certainly  sa}^  that  the  National  Government 
should  not  take  action  on  a«  small  provocation  as  would  be  noticed  by 
the  local  government.  I  think  the  matter  ought  to  be  of  importance 
before  the  National  Government  should  start  its  machiner3Mn  motion. 

Mr.  Bartlett.  It  is  a  matter  of  power  and  right. 

Mr.  Richardson.  As  I  understand  it,  under  this  bill  3^ou  would 
inquire  into  the  protection  afforded  by  the  tariff;  that  such  inquiry 
should  be  made  under  this  bill  i 

Mr.  Neill.  Oh,  no. 

Mr.  Richardson.  What  was  it,  then,  that  you  said? 

Mr  Neill.  Simply  the  question  of  inquiring  into  the  profits  when 
a  demand  for  higher  wages  precipitates  a  strike  that  seriously  affects 
the  public. 

Mr.  Richardson.  As  to  that  question,  do  you  not  think  that  in 
order  to  find  out  what  the  real  profits  of  labor  were  that  you  could  go 
a  step  further  and  inquire  whetner  the  profits  of  labor  are  not  affected 
by  selling  the  products  of  these  manufactories  of  the  United  States  at 
a  smaller  price  in  foreign  countries  than  at  home? 

Mr.  Neill.  Oh,  no;  1  would  hardly  go  so  far  as  to 

Mr.  Richardson.  But  you  would  not  go  into  that? 

Mr.  Neill.  No;  I  should  not  think  that  they  would  have  any  right 
to  go  further  than  to  find  out  in  cases  of  strikes  whether  the  wage  paid 
was  one  that  was  justified  by  the  industry,  or  whether  it  was  one 
entirely  inadequate. 

Mr.  Adamson.  To  see  whether  eleemosynary  institutions  were  prop- 
erly dividing  the  swag  ? 

Mr.  Neill.  I  don't  agree  to  that  method  of  stating  it. 

Mr.  Townsend.  Mr.  Neill,  is  it  a  fact  or  not,  in  your  knowledge, 
that  the  Bureau  of  Manufactures,  or  other  departments  of  the  Depart- 
ment of  Commerce  and  Labor,  are  doing  practically  the  same  thing  as 
we  seek  to  do  here-  namely,  inquire  into  the  conditions  of  business? 

Mr.  Neill.  Well,  1  do  not  know  enough,  Mr.  Townsend,  about  the 
actual  work  of  the  Bureau  of  Corporations  to  make  the  comparison. 


HEARINGS    ON    H.   R.  10840.  19 

Mr.  Adamson.  Seriously  now,  do  vou  not  think  that  after  a  few  par- 
tics,  a  few  interests,  had  received  the  opinions  or  judgments  of  this 
commission  in  their  own  favor  and  which  were  not  observed  by  the 
other  side  that  they  would  verify  my  apprehension  and  begin  to  think 
that  the  law  ought  to  be  amended  so  as  to  enforce  their  findings? 

Mr.  Nfei]LL.  1  think  that  if  this  bill  were  to  become  a  law  the  con- 
trary would  be  the  effect.  I  think  that  after  one  or  two  investigations 
and  publication  of  the  facts  that  strikes  would  not  go  tg  the  extent 
that  they  do  at  present. 

Mr.  Adamsox.  Suppose  that  the  opinions  were  not  observed  by  the 
ruling  parties. 

Mr.  Neill.  1  can  not  assume  that.  I  believe  they  would  be.  I  can 
not  assume  that  they  would  not  be. 

Mr.  Adamson.  But  you  know  sometimes  public  clamor  is  not  right. 

Mr.  Neill.  We  have  seen  the  force  of  public  sentiment  in  the  insur- 
ance cases,  and  in  other  cases,  and  I  think  public  sentiment  in  matters 
of  this  kind  would  be  sufficiently  strong,  as  strong  as  a  jur}^  sentence 
and  a  oouil  verdict.  And  further  than  that  1  believe  that  if  both 
sides  thought  that  this  power  existed  and  would  be  undoubtedly 
enforced,  unless  they  had  an  absolutelj^  just  cause,  and  one  which  they 
•  had  not  the  slightest  objection  to  being  ventilated  before  the  public,  1 
do  not  believe  it  would  be  permitted  to  get  as  far  as  a  strike. 

Mr.  Mann.  Do  you  believe  in  compulsory  arbitration? 

Mr.  Neill.  Absolutely  not. 

Mr.  Mann.  Do  you  not  believe  that  this  would  be,  in  effect,  com- 
pulsor}'  arbitration  through  public  sentiment? 

Mr.  Neill.  Perhaps  so,  but  I  do  not  believe  we  should  take  a  man — 
you  can  not  compel  labor  to  work  unless  you  put  them  in  jail  and 
bring  coercion  to  bear  on  them;  but,  on  the  other  hand,  if  the  decision 
of  the  commission  was  a  fair  one,  it  would  be  simply  the  decision  of 
public  opinion  that  these  men  should  live  rightly  and  decently. 

Mr.  Mann.  What,  in  your  judgment,  has  been  the  effect  of  compul- 
sory arbitration? 

Mr.  Neill.  I  do  not  know  enough  about  that.  It  has  been  warmly 
discussed  from  both  sides,  and  I  have  read  and  heard  those  who  claimed 
that  it  is  a  flat  failure,  and  also  those  who  have  claimed  that  it  is  a 
success. 

Mr.  Mann.  That  is  the  reason  I  wanted  your  opinion. 

Mr.  Neill.  I  try  to  be  rather  conservative  in  my  opinions,  Mr. 
Mann. 

Mr.  EscH.  What  do  you  think  the  result  of  administration  under 
this  bill  would  be?  Do  you  think  it  would  result  in  decreasing  the 
strikes  ? 

Mr.  Neill.  No.  There  is  not  one  strike  in  a  thousand  to  which  this 
would  apply.  I  think  it  would  result  in  the  reduction  of  these  enor- 
mous strikes  that  become  of  serious  concern  to  the  community,  but  the 
average  strike  would  not  be  affected  by  it  at  all. 

Mr.  EscH.  Wouldn't  the  effect  of  a*  decision  of  this  commission  on 
a  great  strike  be  used  as  a  precedent  in  the  adjustment  of  smaller 
strikes? 

Mr.  Neill.  Oh,  yes;  that  is  undoubtedly  true,  after  the  decision 
once  got  into  effect.  If  that  same  principle  came  up  again  and  became 
the  issue  it  would  undoubtedly  help  to  nasten  the  settlement  of  the 
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strike,  or  probably  prevent  it.  because  of  the  fact  that  it  went  a^in 
the  decision.    The  decision  would   have  the  effect  of  supplying 
strong  need. 

The  Chairman.  On  this  matter  of  compulsorr  arbitration,  you  sa 
that  this  method  under  this  law  would  be,  in  effect,  compulsory  arb: 
tration  through  pressure  of  public  opinion.  Now,  as  a  rule^  the  lai 
is  simply  crystallized  public  opinion.  Why  would  you  not  invoke  i 
then  as  an  expression  of  public  opinion? 

Mr.  Neill.  While  the  law  is  undoubtedly  an  expression  of  publi< 
opinion,  the  law  often  has  difficulty  in  being  applied  with  justice  ii 
each  individual  case  in  the  present  state  of  our  views. 

In  regard  to  these  questions  of  labor  disputes,  I  think  there  arc 
many  claims  that  are  being  put  forward  as  rights  of  labor  oreaniza 
tions,  as  their  undoubted  rights,  which  are  denied  and  resistea  as  not 
being  their  rights  at  all,  and  which  I  believe  in  the  course  of  time  will 
be  lust  as  much  accepted  as  rights  as  the  commonplace  rights  of  to-day. 
Holding  that  view^,  1  believe  this  is  a  transitional  stage  when  the  ques- 
tion of  rights  is  being  gradually  evolved.  I  would  not  like  to  see  a  law 
passed  that  a  court  should  ha\  e  the  right,  or  anyone  making  the  appli- 
cation of  that  law,  to  take  any  man  and  coerce  him  by  law,  on  either 
side,  to  do  something  he  didn't  want  to  do. 

If  he  felt  that  the  decision  of  the  commission  was  an  injustice  and 
that  public  sentiment  would  support  him,  he  could  very  easily  refuse 
to  abide  by  the  deciv^ion;  but  if  public  sentiment  did  support  the  com- 
mission's award,  he  would  have  to  bow  to  it  even  if  he  thought  it  to  have 
been  wrong.  On  the  other  hand,  if  the  award  were  wrong,  and  even 
contrary  to  public  opinion,  he  would  nevertheless  be  coerced  by  the 
power  of  the  law  and  fined  or  sent  to  jail.     1  think  there  would  be  a 

f;reat  deal  of  difference  in  setting  in  effect  a  public  opinion  that  I  am 
ree  to  resist  and  setting  into  effect  the  powers  of  the  law  which,  no 
matter  what  I  think,  are  going  to  lodge  me  in  jail  or  tine  me. 

Mr.  Mann.  I  don't  understand  that  the  law  goes  to  the  extent  that 
you  say  at  all. 

The  Chairman.  I  am  not  in  favor  of  compulsory  arbitration,  and  I 
want  to  have  a  reason  to  justify  myself  in  tnat  opinion,  but  I  am  not 
entirely  satisfied  with  your  explanation  thus  far.  I  have  heard  it 
often  said  that  there  was  no  way  of  enforcing  it,  and  the  illustration 
has  often  been  made  of  how  you  could  enforce  it  against  the  laboring 
man.  These  commissions  are  not,  as  a  rule,  against  the  individual, 
but  against  the  organization.  They  have  always  got  the  power  over 
one  side  through  the  dissolution  of  that  organization.  The  court  has 
power  that  far.  It  does  not  seem  to  me  that  the  argument  of  absence 
of  power  to  enforce  a  decree  of  arbitration  is  the  correct  one.  There 
is  a  means,  in  my  judgment. 

Mr.  Neill.  Suppose  you  dissolve  the  organization.  In  the  first 
place,  it  has  no  coiporate,  and,  I  suppose,  no  legal,  existence. 

The  Chairman.  Oh,  yes;  it  has  a  legal  existence  undoubtedly. 

Mr.  Neill.  It  has  no  corporate  existence.  If  you  forbid  tnem  to 
maintain  their  organization,  and  they  persisted  in  maintaining  it 
secretly,  what  punishment  could  then  be  mflicted? 

The  Chairman.  The  same  punishment  as  that  inflicted  in  disobeying 
the  decree  of  a  court. 

Mr.  Neill.  That  would  have  to  be  fine  or  imprisonment.  My 
objection  to  that  is  this:  I  think  it  desirable  that  labor  organizations 
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should  conduct  their  business  as  publicly  as  possible^  and  I  think  any 
coercive  measures  that  would  drive  them  into  secret  methods,  secret 
organization,  would  be  not  only  harmful  to  their  interests,  but  detri- 
mental to  the  public  interests. 

The  Chairman.  I  think  that  very  great  good  could  be  accomplished 
by  some  such  statute  as  this,  but  1  do  not  want  to  be  understood  by 
the  interrogatories  that  I  have  put  to  you  as  being  in  favor  of  going 
to  the  other  extreme.  I  did  want,  however,  to  make  a  sujs^gestion 
with  regard  to  the  objection  that  is  so  often  heard,  that  there  is  noth- 
ing for  a  decree  or  a  judgment  to  operate  upon. 

Thereupon,  at  12  o'clock  noon,  the  committee  adjourned. 


Committee  on  Interstate  and  Foreign  Commerce,  \ 

Tuesday^  January  15^  1907,       \ 

The  committee  met  this  day  at  10.45  o'clock  a.  m.,  Hon.  William  P. 
Hepburn  in  the  chair. 

The  Chairman.  Mr.  Townsend,  have  you  any  line  of  procedure 
that  you  would  prefer  to  follow  in  the  hearing  this  morning! 

Mr.  Townsend.  I  have  followed  the  suggestions  of  the  committee 
and  of  various  members  of  the  committee  when  we  had  the  meeting  / 
heretofore,  and^invited  a  great  many  manufacturing  organizations  of  [ 
the  country,  and  also  advised  Mr.  Adams;  Professor  Clark,  of  Co-  \ 
himbia  University;  Mr.  Lowe,  and  a  number  of  those  people,  to- 
gether with  the  various  labor  organizations  of  the  country,  that  the 
hearing  had  been  postponed  until  to-day.     Some  of  them  wrote  that 
they  would  be  glad  to  be  here.    Others  wrote  that  they  wanted  to 
coiLsider  the  Question.    Some  of  them  have  written  out  their  opinions 
in  regard  to  tne  matter  and  made  statements  in  writing. 

I  see  Mr.  Fuller  is  here.  I  do  not  know  whether  he  represents  any 
labor  organizations  on  this  question  or  not,  or  whether  any  of  the 
other  gentlemen  present  are  to  be  heard  on  the  bill. 

STATEMENT  OF  HE.  H.  E.  FTTLLEE,  LEGISLATIVE  EEFEESENTA- 
TIVE  OF  THE  BEOTHEEHOODS  OF  LOCOMOTIVE  ENOINEEES, 
TRAINMEN,  AND  FIEEMEN,  AND  OF  THE  OEDEE  OF  RAILWAY 
CONDVCTORS. 

Mr.  Fuller.  I  would  say,  Mr.  Chairman  and  Mr.  Townsend,  that 
I  represent  the  brotherhoods  and  employees,  but  we  have  not  taken 
any  proceedings  in  this  matter,  and  tnerefore  I  do  not  want  to  have 
anything  to  say  in  regard  to  it. 

ilr.  Stevens.  You  think  your  people  are  covered  by  the  other  legis- 
lation—the arbitration  act,  passed  some  vears  ago? 

Mr.  Bartlett.  The  Phillips  Act?       ' 

Mr.  FvLLER.  We  have  simply  not  taken  any  position  on  this  par- 
ticular bill. 

The  ChairMxVN.  Have  those  organizations  been  advised  by  you, 
Mr.  Fuller,  that  this  legislation  is  pending? 

Mr.  Fuller.  Yes,  sir;  and  I  uncferstand  they  have  been  advised  by 
Mr.  Townsend  also. 

Mr.  Richardson.  That  would  indicate,  then,  that  they  have  no  ob- 
jection to  it? 
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Mr.  FiTLLER.  If  you  will  excuse  me,  I  will  state  that  the  execiiti^ 
heads  of  the  organizations  which  I  represent  are  very  busily  eii^a<i:c 
now,  as  you  doubtless  all  know,  with  the  wage  question  in  the  we.^ 
em  country,  and  it  is  a  very  hard  matter  for  them  to  get  into  aiiotlii 
subject  at  the  same  time.  They  have  been  acquainted  with  the  fa< 
that  this  bill  had  been  introduced  and  that  hearings  will  be  hel 
upon  it. 

Mr.  Mann.  Would  they  want  to  submit  their  side  of  the   wag 

Question  to  a  commission  appointed  by  the  President,  or  do  they  pre 
er  to  make  that  contest  themselves  ? 

Mr.  Fuller.  Well,  Mr.  Chairman  and  Mr.  Mann,  I  would  no 
care  to  go  into  any  discussion  of  the  matter  at  all. 

Mr.  Kennedy.  I  suppose,  Mr.  Fuller,  unless  the  unions  you  repre 
sent  act  upon  the  matter  pending,  you  are  not  authorized  to  take  an;;i 
position  yourself,  independent  or  their  instructions,  are  you  ? 

Mr.  Fuller.  Well,  I  am ;  yes ;  if  I  thought  proper. 

Mr.  Richardson.  I  thought,  Mr.  Fuller,  that  you  were  acting  in  a 
representative  capacity  for  your  organizations  here,  and  that  you 
advise  them  what  vou  think.     Do  j^ou  not? 

Mr.  Fuller.  Of  course  I  express  my  opinions  as  to  legislation ;  yes. 

The  Chairman.  Mr.  Fuller,  I  want  to  ask  you :  You  represent,  as 
I  understand  it,  four  labor  organizations,  national  in  their  character  ? 

Mr.  Fuller.  Yes,  sir. 

The  Chairman.  Xow,  have  you  informed  those  organizations  of 
Ihis  pending  legislation,  so  that  they  are  informed  that  the  matter  is 
pending  here  ? 

Mr.  Fi^LLKR.  Yes;  I  have  already  stated  that  I  had. 

Mr.  Richardson.  Have  you  given  them  an  opinion — if  I  have  the 
right  to  ask — about  this  ? 

Mr.  Fuller.  I  have.  If  you  gentlemen  will  excuse  me,  if  we  are 
going  to  take  any  position  on  the  bill,  wx»  will  express  it;  but  unless 
we  do  that,  I  do  not  care  to  have  anything  to  say. 

Mr.  TowNSEXD.  I  would  say,  Mr.  Chairman,  that  what  I  know 
.about  this  matter,  as  eorresi)ondence  has  revealed  it  to  me,  is  that  I 
have  heard  of  no  oi)en  opposition  to  it.  A  great  many  of  the  manu- 
facturers' associations  have  written  me  letters  inquiring  about  the 
bill  and  asking  for  copies  of  the  bill,  which  I  have  sent  them,  and  the 
general  question  has  been  all  along  the  line,  "  Will  this  bill  be  liable 
to  interfere  with  a  sort  of  private  corporation  matter?  For  instance, 
if  a  strike  on  a  small  scale  should  occur  in  the  establishment  of  some 
individual  manufacturer  or  producer  somewhere,  would  the  Govern- 
ment be  liable  to  interfere? ''  I  have  answered  in  every  instance  that 
it  was  not  the  intention  of  the  bill,  and  that  it  undoubtedly  would 
never  be  invoked  in  cases  of  that  kind. 

Mr.  Richardson.  Hoav  do  you  account  for  this  language,  then:    • 

That  whenever  within  any  State  or  States.  Territory  or  Territories  of  the 
United  States  a  crontroversy  concerning  wages,  lionrs  of  labor,  or  conditions  of 
employment  shall  arise  between  an  employer  being  an  indivldnal.  partiiersliip, 
association,  corix)ration.  or  other  combination,  and  the  emi)loyees."  etc.? 

That  is  the  controlling  feature  of  it. 

Mr.  Town  send.  Where  it  interferes  with  some  F(^deral  rights, 
where  it  assumes  the  magnitude  of  interfering  with  interstate  com- 
merce so  as  to  affect  disastrously  the  people.  No  President  or  com- 
mission would  ever  interfere  otherwise. 
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Mr.  EicHARDsoN.  I  do  not  know  of  any  business  that  does  not 
enter  into  interstate  commerce  in  one  way  or  another. 

Mr.  Mx\NN.  What  was  the  case  upon  which  Mr.  Neill  recently  went 
off  to  Texas  to  adjust  relations  between  employees  and  employers? 
Don't  you  think  that  was  a  case  of  that  kind  ? 

Mr.  "Townsend.  No  ;  I  do  not. 

Mr.  Mann.  Not  imputing  ignorance  at  all  to  anybody,  here  is  a 
matter  which  Mr.  Townsend  does  not  know  as  yet.  Mr.  Neill  has 
left  the  capital  and  gone  out  on  that  case. 

ilr.  Townsend.  If  Mr.  Neill  has  gone  to  Texas  or  anywhere  else, 
he  has  gone  there  at  the  invitation  of  the  parties.  I  do  not  believe  he 
volunteered  to  go  down  there,  anything  of  the  kind. 

Mr.  Mann.  I  am  not  criticising  him,  although  I  have  no  doubt  if 
a  law  like  this  were  passed  he  would  have  had  a  commission  ap- 
pointed for  that  very  case. 

Mr.  Townsend.  The  very  usefulness  of  the  commission  itself  would 
depend  upon  its  l>eing  called  into  being  only  in  extreme  cases.  If  it 
were  to  he  used  on  any  other  occasions,  it  would  fail  of  the  purpose 
for  which  it  would  be  created,  because  it  is  not  compulsory  arbitra- 
tion, but  a  compulsoiy  investigation,  and  the  result  of  that  investi- 
gation would  be  desirable  and  important  only  as  the  need  of  it  was 
demanded. 

Mr.  Stevens.  That  is  not  the  difficulty. 

Mr.  Mann.  Every  case  is  important  m  its  own  locality. 

Mr.  Stevens.  The  difficulty  is  that  where  the  machinery  is  at  hand 
and  a  controversy  arises  the  fellow  who  is  getting  the  worst  of  it  is 
going  to  invoke  this  machinery;  and  you  are  always  liable  to  have 
officials,  the  president  in  charge  or  the  subordinate  officials,  who 
can  be  worked  upon  in  various  ways,  and  it  becomes  a  matter  of 
opinion  in  such  cases  whether  it  is  a  matter  of  sufficient  importance  to 
warrant  the  use  of  that  machinery;  and  where  the  machinery  exists 
there  is  always  this  liability  to  take  advantage  of  it  and  make  further 
trouble. 

Mr.  Richardson.  Now,  Mr.  Townsend,  it  does  not  seem  to  me  that 
you  have  made  any  provision  in  this  bill  where  a  man  is  appointed  as 
an  arbitrator  to  challenge  him  as  being  a  man  having  a  preconceived 
opinion  of  the  subject  at  issue. 

Mr.  Townsend.  I  do  not  think  there  ought  to  be. 

The  Chair3ian.  We  are  getting  away,  gentlemen,  from  the  dis- 
cussion of  the  question  of  procedure  under  this  hearing  and  going 
into  the  merits  of  the  bill  itself. 

Mr.  Mann.  We  are  to  have  hearings? 

The  Chairman.  Yes;  we  are  to  have  hearings,  and  I  simply  sug- 
gested to  Mr.  Townsend  that  we  were  ready,  and  I  asked  him  if 
he  had  any  method  of  procedure  in  his  mind  that  he  wanted  to  follow. 

Mr.  Townsend.  I  have  some  documents  here.  I  expected  the  wit- 
nesses themselves  to  be  here;  at  least  they  were  notified  to  be  here, 
and  if  they  had  a  desire  to  be  here  they  would  have  appeared,  and  no 
mistake.  \ 

The  Chairman.  Have  you  been  in  communicjition  with  the  em- 
ployers' associations  ?     Have  they  been  notified  ? 

Mr.  Tow^NSENO.  Yes.  We  have  one  representative  here,  Mr.  Smith, 
representing  the  Michigan  Manufacturers'  Association.  Mr.  Smith, 
have  you  anything  to  say  ? 
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STATEMEHT  OF  MB.  HAL  SXITH,  OF  DETBOIT,  MICE.,  C0UH8S] 
FOE  THE  MICHIOAN  MANTTFACTTTBEBS'  ASSOCIATION. 

Mr.  Smith.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  ref 
resent  the  Michigan  Manufacturers'  Association.  My  associates  an 
myself  appeared  nere  in  connection  with  the  demurrage  matter  whic 
has  just  been  discussed.  We  learned  of  this  particular  matter  befoi 
Christmas,  and  we  had  some  discussion  upon  it  I  do  not  know  thi 
I  can  better  state  the  attitude  of  the  manufacturers  of  Michigan  tha 
to  sa^  that  they  deprecate  in  a  general  way  any  movement  that  wi 
permit  the  Government  to  inspect  the  books  and  property  of  a  priva 
corporation.  Whether  or  not  this  bill  as  it  now  stands  would  perm 
that  or  not,  we  were  unable  to  agi'ee.  We  were  conscious  of  the  o 
jections  just  mentioned  by  the  gentleman  at  my  left  [Mr.  Steven 
when  he  said  that  the  under  dojg  would  perhaps  appeal  to  the  Go 
ernment  for  the  appointment  ot  this  commission,  but  we  are,  as  V. 
Townsend  has  stated,  quite  firm  in  the  belief  that,  so  far  as  priva 
manufacturers  are  concerned,  this  action  would  probably  l)e  but  ve 
rarely  invoked  so  that  their  business  would  be  interfered  with. 

I  was  present  at  the  conference  of  the  National  Manufacture 
Association,  where  the  matter  was  discussed  by  their  executive  o 
cers.  I  understand  that  Mr.  Townsend  has  later  information  as 
their  attitude.  However,  at  that  time  they  took  the  general  posit  i 
that  if  the  bill  could  be  limited  in  its  first  clauses  so  that  it  would 
perfectly  clear  that  a  private  corporation  could  not  be  interfiM 
with,  there  would  be  no  objection.  However,  we  think  we  woi 
object  if  we  believed  that  it  could  be  invoked  in  case  a  strike  occuri 
in  a  plant  that  hindered  the  shipment  of  a  carload  of  our  go< 
across  the  border  line  of  our  State  to  another  State,  because  we  th 
if  that  situation  were  brought  about  the  Government  could,  under 
terms  of  this  bill,  send  a  commission  to  look  into  our  books.  T  th 
in  that  case  we  would  object. 

Mr.  Maxn.  With  the  knowledge  that  the  Bureau  of  Corporati 
people  in  the  Department  of  Commerce  and  Labor  believe  that 
private  corporations  should  be  under  their  control  to  the  extent 
making  full  reports  as  to  their  business,  with  the  knowledfre  that 
Committee  on  the  Judiciary  has  already  reported  into  the  H< 
and  has  now  on  the  House  Calendar  a  bill  inquiring  all  corporati 
doing  an  interstate-comnierce  business  to  make  full  reports  to 
Bureau  of  Corporations,  do  you  think  it  likely,  that  being  apparei 
the  policy  of  the  executive  and  of  the  legislative  branches  of 
Government,  that  if  this  power  were  conferred  upon  theni  it  wc 
not  be  exercised  ? 

Mr.  S311TII.  I  think  it  would  be  exercised  if  you  would  cons 
the  provision  with  reference  to  interstate  connnerce  to  mean 
there  could  be  interference  with  some  particular  goods  started  ii 
terstate  commerce.  If  that  clause  covers  that,  I  think  it  woiih 
exercised,  and  that  is  our  feeling.  But  we  are  not  entirely  clea 
to  whether  a  strike  that  would  prevent  the  starting  of  an  inter? 
shipment  out  of  our  factories  would  authorize  the  interference  oi 
commission.  We  have  talked  over  that  considerably,  and  I 
fess  that  we  fear  if  our  plants  were  shut  down  and  we  were  en^; 
in  shipping  goods  out  of  the  State  there  might  be  a  plausible  a 
ment  made  that  that  did  interfere  with  interstate  conmierce,  an< 
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mi^it  be  investigated,  and  therefore  any  strikes  might  be  investi- 
gated. 

Mr.  TowNSEND.  What  do  you  manufacture  ? 

Mr.  Smith.  We  represent  chiefly  all  the  manufacturers  of  stovesi, 
of  paper,  of  cement,  of  sugar,  and  most  of  the  furniture  manufac- 
turers, and  the  manufacturers  of  canned  goods,  and  a  large  number 
of  automobile  manufacturers,  besides  smaDer  ones. 

Mr.  RicHABDsoN.  You  ship  goods  out  of  the  State,  and  no  matter 
how  private  the  corporation  was,  if  you  had  a  strike  you  would  be 
liable  to  inspection  under  this  bill? 

Mr.  Smpth.  I  do  not  biow  whether  I  make  myself  clear  or  not 
This  is  where  we  have  not  been  able  to  understand  that  clause.  If  a 
strike  stopped  a  train,  then  you  would  investigate  the  books  and 
business  of  the  carrier.  If  the  strike  shut  down  our  plant  and  we 
were  shippers  of  freight  into  any  other  State,  I  understand  this 
clause  would  permit  the  investigation  of  our  business. 

Mr.  Richardson.  How  could  you  go  into  the  merits  of  the  strike 
unless  vou  examined  the  books  as  to  the  pay  of  laborers,  and  so  on! 

Mr.  Smfth.  Your  answer  makes  it  clear,  if  you  understand  it  that 
way,  and  I  think  we  would  object. 

Mr.  Mann.  As  a  general  rule  there  is  no  such  thing  as  a  manu- 
facturing interstate  corporation,  unless  you  refer  to  the  products. 
If  you  do  not  refer  to  the  products  in  this  case,  the  bill  would  only 
refer  to  transportation  companies,  and  if  it  only  referred  to  trans- 
portation companies,  that  is  an  easy  matter  to  say;  so  that  the  very 
fact  that  the  bill  does  not  confine  itself  to  transportation  companies, 
but  does  embrace  everything  manufactured  in  interstate  commerce, 
shows  that  it  would  cover  all  establishments  in  which  wages  arc 
paid,  whether  owned  by  an  individual,  a  partnership,  an  association^ 
or  a  corporation  or  other  combination. 

Mr.  Smith.  Perhaps  we  do  not  thoroughly  understand  the  bilL 
We  would  Im  thoroughly  in  sympathy  with  a  bill  that  would  pcrniit 
a  commission  to  investigate  a  trouble  such,  for  example,  as  the  coal 
strike  of  1902,  where  the  materials  were  necessary  to  the  handling  of 
interstate  traffic. 

Mr.  Manx.  You  would  be  in  favor  of  any  bill  that  j^ermitted  the 
investigation  of  somebody  else? 

Mr.  Smith.  That  is  practically  true,  unless  we  were  a  railroad,  or 
were  producing  something  like  coal,  which  is  absolutely  necessary  io 
manufacturing. 

Mr.  Mann.  But  you  are  not  a  railroad. 

Mr.  Smith.  We  have  some  railroads. 

Mr.  Gaines.  Is  not  your  position  exactly  this,  Mr.  Smith,  that  the 
manufacturing  concerns  that  you  reprCvSent  are  in  the  same  position 
as  the  labor  organizations  which  Mr.  Fuller  represents?  Their  sen- 
timent on  this  bill  has  not  yet  crystallized,  so  that  you  are  not  in  a 
position  to  say  whether  you  do  or  do  not  want  this  legislation  ? 

Mr.  Smith.  I  have  upward  of  a  hundred  letters  from  members  of 
our  organization,  and  I  have  stated  as  nearly  as  i  can  their  position. 
If  they  understood  it  aright,  it  would  permit  interference  in  any  pri- 
vate business  where  they  shipped  the  product  out  of  the  State  when 
the  plant  was  shut  down.  If  that  is  true,  they  deprecate  the  idea  of 
having  another  Government  agency  or  commission  to  investigate  their 
books.    They  are  satisfied  that  the  Government  already  goes  far 
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enough,  and  they  are  content  to  present  their  report  to  the  Depar' 
ment  of  Commerce  and  Labor  and  the  Bureau  of  Corporations,  bi 
they  want  to  settle  their  labor  controversies  themselves.  I  thin 
the  labor  organizations  also  want  to  fight  with  the  employers  then 
selves. 

Mr.  TowNSEND.  That  is,  on  questions  between  employer  and  en 
ployee  ? 

Mr.  Smith.  So  far  as,  say,  an  individual  employer  and  mamifa 
turer  of  stoves  in  the  city  of  Detroit  is  concerned,  he  does  not  conce( 
that  he  is  in  that  sense  engaged  in  interstate  commerce.  But  ov 
with  that  distinction,  in  a  case  like  that  of  coal  men,  for  instance,  t 
situation  might  become  so  gross  and  such  a  menace  to  the  public  as 
require  that  it  should  be  included  in  the  bill.  But  so  far  as  I  knc 
none  of  our  owners  would  be  placed  in  such  a  position  as  the  c( 
people — become  a  menace  to  the  people.  The  general  idea  of  the  1 
otherwise  I  am  in  full  sympathy  with. 

Mr.  Fuller.  Mr.  Chairman,'  if  you  will  allow  me  to  say  a  wc 
without  going  into  the  details  of  the  matter,  I  would  like  to  speal 
word  in  view  of  the  statements  made  by  the  gentleman  that  while 
have  taken  no  position  upon  this  we  do  not  want  to  be  understood  tl 
the  public  has  not  a  right  to  protect  itself.  If  the  gentleman's  assc 
ation  feel  that  way,  I  want  to  say  that  they  are  dissimilar  to  our  pi 
tion  in  regard  to  it.  The  absence  of  our  testimony  or  our  argument 
this  bill  does  not  necessarily  mean  that  the  public  has  no  voicd 
should  have  no  voice  or  interest  in  these  troubles.  On  the  contra 
We  think  they  have. 

Mr.  Bartlett.  You  represent  an  organization  that  is  peculiii 
associated  with  public  utilities.     That  is  true,  is  it  not  ? 

Mr.  Fuller.  We  think  ourselves,  Mr.  Chairman,  that  so  lon^ 
individuals  can  settle  their  difficulties  and  do  it  right,  and  the  pu 
does  not  suffer  unduly,  it  is  better  to  have  it  done  that  way 
I:)elieve  we  all  agree  as  to  that.  I  believe  that  the  l^est  governn 
is  the  government  that  governs  the  least,  but  there  may  come  a  t 
when  that  can  not  l)e  done,  and  the  public  has  an  interest  in  it, 
we  feel  the  public  has  a  right  in  those  cases  to  ask  Congress 
legislation,  regardless  of  what  we  or  our  opponents  feel. 

Mr.  Richardson.  You  do  not  believe  in  compulsory  arbitration 

Mr.  Filler.  No,  sir.  Compulsory  arbitration  is  a  misnomer. 
Would  mean  slavery  to  the  working  classes  of  the  country. 

Mr.  Mann.  Yet  Mr.  Fuller  stated  here  that  while  this,  in  f 
was  not  compulsory  arbitration,  yet  it  was  in  practice  compiil 
arbitration. 

Mr.  Stevens.  I  think  he  stated  that  it  was  compulsory  publicii 

Mr.  TowNSEND.  There  is  no  misunderstanding  about  what 
meaning  of  the  bill  is.  Those  bogies  brought  up  about  that  T  d< 
think  are  real  things. 

Mr.  Adamson.  If  it  he  true  that  public  sentiment  will  enforce 
correct  declaration  of  opinion  or  principles,  then  there  can  I: 
doubt  of  the  universal  prevalence  of  the  Ten  Commandments  thrc 
out  the  earth. 

Mr.  Kennedy.  Do  you  think  we  ought  to  adjourn  Congress, 
and  quit '( 

Mr.  Mann.  They  are  quite  well  known. 

Mr.  Adamson.  Yes;  and  observed  everywhere,  according  to 
doctrine,  by  everj^body. 
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Mr.  Mann.  There  is  only  one  that  I  violate. 

Mr.  Adamson.  If  the  opinion  or  influence  of  a  commission  like 
this  would  have  the  effect  that  is  claimed  for  it,  then  there  is  ho 
doubt  about  the  Ten  Commandments  originating  as  they  did. 

Mr.  TowNSEND.  If  full  notice  has  been  given  to  the  parties  in  this 
matter  and  they  have  not  appeared,  why  not  conclude  tne  hearing  on 
the  subject  ? 

Mr.  Ryan.  Why  not  have  Mr.  Townsend  print  the  matter  he  has 
before  him  in  the  hearing? 

Mr.  Adamson.  T  woula  just  continue  the  case. 

Mr.  Townsend.  Who  is  the  secretary,  Mr.  Smith,  or  the  president 
of  your  National  Manufacturers'  Association  at  New  York? 

Mr.  Smith.  Mr.  Gushing — Mr.  Marshall  Gushing. 

Mr.  Townsend.  I  mailed  a  notice  to  Mr.  Gushing  and  I  got  a  let- 
ter from  him  stating  that  they  were  interested  in  the  matter  and 
would  give  it  consideration,  and  the  National  Founders'  Association 
wrote  me  that  they  had  considered  it  and  had  no  objection  to  it.  Of 
course  if  there  is  nobody  else  to  be  heard  here  on  it  I  would  like  to 
take  it  up  with  the  committee,  if  the  committee  is  ready.  If  the 
committee  wants  to  take  some  further  steps  to  get  further  informa- 
tion on  the  subject,  I  would  like  to  put  into  the  record  and  read  the 
information  I  have. 

Mr.  Adamson.  I  think  we  ought  to  hear  Mr.  Townsend  if  he  wants 
to  be  heard. 

Mr.  Mann.  If  you  have  some  communications  there  of  value  we 
would  be  glad  to  hear  them. 

Mr.  EscH.  When  the  bill  was  considered  the  other  day  Mr.  Gar- 
field was  here,  and  he  was  asked  to  make  some  remarks,  and  he  said 
he  was  not  prepared  at  that  time.  I  do  not  know  whether  he  pur- 
poses to  appear  before  the  committee  hereafter  or  not. 

Mr.  Townsend.  Mr.  Neill  and  Mr.  (larfield  are  ready  to  appear 
f^efore  the  committee.  Mr.  Neill  expressly  stated  here  that  if  he  was 
wantetl  and  was  notified^  he  would  be  glad  to  appear.  Of  course  I 
did  not  notify  him,  l>ecause  I  expected  there  would  be  some  labor 
organizations  and  perhaps  manufacturers'  associations  represented 
here,  and  I  thought  they  would  occupy  the  time. 

Mr.  Mann.  Have  you  had  any  connnunication  with  tlie  National 
Manufacturers'  Association? 

Mr.  Townsend.  Yes,  sir;  Mr.  Gushing,  the  secretary,  was  notified, 
and,  as  I  said,  I  received  a  letter  from  him  in  regard  to  the  bill,  and 
he  said  the  members  of  the  association  would  be  notified,  and  if 
they  desired  to  take  any  action  no  doubt  their  represc»ntatives  would 
be  here. 

Mr.  Adamson.  I  want  to  ask  a  question  in  connection  with  the 
provision  which  Judge  Richardson  asked  you  about,  as  to  cases  like 
West  Point,  Ga.,  and  Golumbus,  (ia.,  that  are  right  on  the  line  in 
Georgia,  close  to  Alabama.  All  the  farmers  that  live  in  Alabama  for 
a  distance  of  30  or  40  miles  raise  cotton  with  the  express  purpose  of 
selling  it  in  these  towns  across  the  line  in  Georgia.  Is  that  interstate 
commerce,  and  would  the  operations  of  those  farmers  and  of  their 
hands  and  tenants  be  subject  to  the  operation  of  this  act  or  bill? 

Mr.  Townsend.  If  you  were  to  construe  it  technically  undoubtedly 
it  would  be.  I  am  simply  stating  what  I  believe  would  be  the  opera- 
tion of  the  bill,  and  I  ao  not  think  any  of  the  members  would  differ 
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from  me  very  widely  if  they  stopped  to  consider  it  carefully.  I  do 
not  believe  this  commission  woula  ever  be  called  into  existence  except 
to  investi^te  cases  like  the  anthracite  coal  strike,  or  if  there  should 
be  a  combination  in  connection  with  the  production  of  cotton  in  the 
South  so  that  a  few  men  absolutely  controlled  it  and  a  strike  would 
result  in  consequence,  affecting  the  general  production  of  cotton  in 
the  South,  it  would  certainly  be  a  matter  that  the  Government  should 
investigate ;  but  not  in  the  little  instances.  If  you  have  a  little  city 
down  there  or  some  little  place  producing  cotton,  it  would  not 
materially  affect  the  cotton  production  of  the  South. 

Mr.  Adamson.  It  would  come  under  the  purview  of  that  law. 

Mr.  TowNSEND.  Have  you  an  idea,  Mr.  Adamson,  that  the  Presi- 
dent of  the  United  States,  whoever  he  might  be,  knowing  that  his 
action  would  be  subject  to  public  criticism,  would  call  into  existence, 
except  in  cases  of  great  emergency,  such  a  commission  as  is  provided 
for  here? 

Mr.  Adamson.  I  do  not  know.     I  am  asking  you  what  the  law 
says. 

Mr.  TowNSEND.  In  connection  with  the  statement  of  Mr.  Adams, 
which  has  been  printed 

The  Chairman.  You  have  the  floor  now.  We  have  invited  you  to 
indicate  the  methods  you  propose  to  adopt  in  this  investigation. 

Mr.  Adamson.  If  you  will  permit  the  suggestion,  the  United  States 
is  full  of  just  such  situations  as  that,  and  there  are  a  great  number 
of  inconsiderable  towns,  and  a  great  number  of  them  cumulatively 
are  like  the  sands  on  the  seashore,  on  the  beach,  you  know. 

Mr.  TowNSEND.  I  see  that  our  time  is  practically  up,  and  so  I  wiV 
read,  in  connection  with  Mr.  Adams's  printed  address  on  this  subject 
a, letter  by  him — Mr.  CharlcvS  Francis  Adams,  who  was  connectec 
with  the  anthracite  coal  strike  and  who,  practically,  with  the  aid  o 
Senator  I^odge  and  some  others,  drafted  this  bill. 

Mr.  Mann.  AVhat  was  his  connection  with  the  coal  strike? 

Mr.  TowNSEND.  He  assisted  in  compiling  the  statistics  and  tV 
report  that  was  finally  made. 

Mr.  Mann.  Had  he  any  official  connection  with  it? 

Mr.  TowNSEND.  I  think  Judge  Gray  invited  him  to  do  it. 

The  Chairman.  He  is  the  statistician  of  the  Interstate  Couiiner 
Commission  ? 

Mr.  Tow^NSEND.  No;  he  is  another  man.  Mr.  Lovering  can  t 
you  about  him. 

I  am  going  to  read  a  letter  from  Prof.  John  B.  Clark,  of  Columl 
University.  At  the  siiggestion  of  Mr.  Stevens  at  the  other  hearii 
T  wrote  to  him.  Mr.  Stevens  said  that  he  had  written  some  artic 
on  this  subject  in  one  of  the  leading  magazines,  and  I  wrote  to  h 
Here  is  his  letter,  dated  December  10, 1906,  after  the  first  notice,  wl 
he  thought  the  hearing  would  be  held  in  a  day  or  two.  His  lette 
as  follows  [reads]  : 

Columbia  Universixy, 
Xeic  York,  Dcccmher   JO,   J9i 
Hon.  (Charles  E.  Townsend, 

Committee  on  Interstate  and  Foreign  Commerce. 

Dear  Sir:  Your  kind  suggestion  that  I  inlpht  possibly  assist  in  tlie  clelil 
tlons  on  the  bill  for  the  investigation  of  controversies,  etc.,  is  at  baiKl. 
seemed  to  me  that  my  presence  would  increase  the  probability  of   tlie    i>af 
of  this  bill,  I  should  think  it  a  duty  to  waive  the  engagements  and   clim<.-i 
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in  the  way  of  a  Journey  to  Washington  at  just  this  time  and  present  what 
little  I  have  to  offer  in  person.  As  it  is  I  venture  to  rely  on  writhig.  The  bill 
appears  to  me  to  be  an  exeeilent  step  in  the  right  direction.  In  forming  an 
opinion  of  such  a  measure,  I  should  always  try  to  ascertain  whether  the 
working  of  it  would  be  in  the  direction  of  securing  normal  rates  of  pay  for 
laborers  of  difTerent  classes,  and  not  merely  whether  it  would  end  strikes 
and  insure  the  resumption  of  important  operations*  such  as  mining,  carrying, 
etc.  This  latter  end  is,  of  course,  well  worth  securing  at  the  cost  of  very 
much  8tud.v  and  effort;  and  yet  ending  controversies  by  putting  wages  on  a 
legitimate  basis  is  infinitely  better  than  terminathig  them  otherwise. 

The  disturbing  facts  seem  to  me  to  bo  tliese:  There  is  au  exaggerated  dif- 
ference between  the  pjiy  of  some  classes  of  organized  laboi-ers  and  that  of 
other  laborers.  The  maintenance  of  this  difference  re<iuires  the  forcible  ex- 
clusion of  the  mass  of  ialwrers  from  the  favored  fields.  Strikes  in  this 
favorwl  field  deiiend  on  "slugging"  for  success.  This  violence  is,  up  to  a 
certain  |>oint,  tolerated  by  Im-al  communities.  The  reason  for  this  toleration 
is  a  fear  lest  allowing  a  new  fori*e  of  laborers  to  he  gathere<l  from  the  imem- 
ploy  Oil  men  within  a  wide  area  would  establish  an  unduly  low  rate  of  pay. 
What  sui-li  uecHly  men  will  consent  to  take  is  not  an  atrurate  gauge  of  what 
lalior  <-;ui  produce*  and  of  what  It  should  rei-eive.  On  the  other  hand,  allowing 
violence  en<mgh  to  be  used  to  exclude  new  men  from  the  imsitions  Is  cH>n- 
fimiing  a  mouoi)oly  of  these  i)ositions.  even  though  the  maintenance  of  it 
requires  misdemeanors  rimning  into  crimes. 

Completely  compulsory-  arbitration,  if  it  could  be  maintaintni,  would  repress 
the  disorders  and  might,  in  a  majority  of  cases,  establish  Just  rates  of  pay ;  but 
it  would  cut  loose  from  the  ordinary  tests  of  wages.  The  courts  of  arbitration 
would  not  have  as  clear  standards  of  wages  before  them  as  they  would  have 
mider  other  systems.  Mere  conciliation  confirms  tlie  rates  already  prevailing — 
in  so  far  as  the  general  range  of  pay  of  different  classes  is  concerue<l — but 
lessens  actual  strikes,  and  thus  precludes  some  violence  and  some  of  the 
injurj-  which  interrupted  production  entails.  It  allows  wages  still  to  be 
adjuste«l  by  strikes  and  violence,  either  actual  or  potential.  The  fact  that  the 
men  can  stop  work  and  club  off  rivals,  if  they  will,  causes  a  board  of  concilia- 
tion to  decide  on  about  the  rate  of  pay  whicli  such  a  strike  would  yield. 

The  cjonipulsoiy  investigation  of  disputes  and  the  announcement  of  Just  terms 
of  settlement  would  in  many  cases  take  the  violent  strike  out  of  the  range  of 
possibilities.  In  the  end  the  system  might  be  made  completely  to  remove 
*' slugging"  from  the  list  of  means  of  adjusting  wages,  while  affording  to 
organized  labor  a  Just  rate  of  pay  and,  in  fact,  a  higher  rate  of  earnings  per 
year  than  it  now  secures. 

Under  this  system  of  compulsory  adjudication,  without  the  positive  enforce- 
ment of  awards,  laborers  might  refuse  to  accept  the  court's  decision  and  might 
go  on  a  strike,  but  if  they  should  then  resort  to  criminal  acts  they  would  find 
no  support  in  public  sympathy,  and  it  would  be  possible,  by  statute,  to  enjoin 
and  sec^nre  a  more  rigorous  maintenance  of  order  than  is  now  secured  even 
when  little  violence  is  used. 

There  is  a  difference  in  principle,  which  is  very  fundamental,  between  allow- 
ing wages  to  be  adjusted  by  strikes  in  which  violence  is  tolerated  and  allowing 
them  to  be  adjusted  by  strikes  from  whicli  this  is  precluded.  The  latter  in- 
volves an  appeal  to  a  natural  rate  of  pay,  while  the  former  makes  the  rate 
depend  on  the  fighting  strength  of  a  union,  and  in  practice  does  great  injustice 
to  weak  unions  and  to  unorganized  labor.  It  is  desirable  that,  in  submitting 
a  <*ase  to  arbitration,  men  should  have  the  consciousness  that  after  the  award 
is  published  they  will  be  able  to  strike  if  they  so  desire.  They  will  almost 
never  strike  against  an  award  that  is  within  any  tolerable  distance  of  the  line 
of  Justic^e  when  by  striking  they  forfeit  their  tenure  of  place.  It  is  this 
tenure  which  they  now  treat  as  property  and  defend  as  a  man  would  defend 
his  home.  It  may  be  legitimately  treated  by  the  public  as  a  quasi  property  so 
long  as  it  is  held  under  a  system  that  gives  a  Just  rate  of  pay.  It  may  not  be 
80  treated  when  the  pay  is  maintained  by  clubbing  off  rival  workmen. 

Excuse  the  length  at  which  I  have  ventured  to  speak  of  the  system  which 
makes  action  by  a  court  compulsory,  but  leaves  the  acceptance  of  the  award 
voluntary.  It  would  make  a  radical  difference  in  principle  between  the  basis 
(tf  wages  that  would  result  and  the  present  basis.  The  present  bill  would  be 
entirely  in  line  with  such  a  system.  Though  I  am  not  a  lawyer,  I  appreciate 
the  constitutional  points  in  its  favor  and  the  general  wisdom  of  taking  a  step 
at  a  time  In  changing  a  system,  legal  or  economic.    In  the  end  my  hope  would 
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be  that  iu  the  case  of  aJl  industries  having  a  national  scope  a  Federal  system 
of  compulsoiy,  rather  than  permissive,  investigation  might  be  established;  that 
It  would  preclude  strikes  by  confirming  laborers  in  their  tenure  of  i)lace  while 
investigations  are  pending,  and  also  after  awards  are  publisheil  and  accepted, 
but  would  declare  this  tenure  forfeited  whenever  workmen  should  vacate  their 
places  before  or  during  investigations  or  after  the  publisliing  of  awards. 

In  thus  treating  the  (*laim  of  a  right  of  tenure,  the  court  would  always  hold 
In  reserve  an  apijcal  to  the  general  market  for  Uxhov.  It  would  let  ei*onomic 
law  at  bottom  determine  its  awards.  It  would  not  introduce  an  arbitrary  basis 
of  wages,  but  would  confirm  organized  lal)or  in  tlie  iwssession  of  its  suiKjrior 
pay,  in  so  far  as  this  is  based  on  legitimate  advantages. 

As  this  statement  is  necessarily  hurried — for  I  do  not  wish  to  delay  the 
receipt  of  it  even  by  having  it  copied — I  am  venturing  to  send  with  it  an 
article  in  the  Political  Science  Quarterly,  covering  more  fully  some  of  the 
points  touched  on,  though  it  does  not  treat  them  all.  Both  the  letter  and  the 
article  I  send  for  whatever  they  may  be  worth.  I  hope  very  greatly  that  the 
strong  beginning  of  a  scientific  system  of  adjustment  of  wages,  wliich  this 
bill  makes,  will  be  secured,  and  that,  in  due  time,  the  system  may  l)e  ami)lified. 
Yours,  very  truly, 

John  B.  Clark, 
6 Id  Went  One  hundred  ami  Ihirtccnth  street,  Neir  York. 

The  Chairman.  He  uses  in  that  letter  the  word  you  objected  to — 
•'  compulsive."' 

Mr.  TowNSEND.  Xo;  I  used  the  term  the  other  day.  I  believe  in 
compulsory  investigation.  That  is  what  this  bill  requires.  There 
must  be  some  power  for  the  purpose  of  determining  facts  when  they 
come  up.  Of  course  I  do  not  wish  to  argue  the  merits  at  this  time, 
but  I  presented  to  each  member  of  this  committee  at  that  time  a  copy 
of  Mr.  Adams's  address,  which  answers  all  the  objections  that  have 
been  made  to  the  committee. 

Mr.  Mann.  I  mislaid  mine.    Wliy  not  put  it  in  the  hearing? 

Mr.  Tow  NSEND.  I  w^ould  be  glad,  Mr.  Chairman,  if  this  document 
could  be  put  in.     It  covers  12  or  14  pages. 

The  Chairman.  WHiat  is  the  date  of  it? 

Mr.  TowNSEND.  It  was  in  1902,  immediately  after  the  anthracite 
coal  strike. 

The  Chairman.  I  think  it  should  be  published. 

Mr.  TowNSEND.  Very  w^ell.  I  w^ould  like  to  put  this  m,  together 
with  the  testimony  of  Mr.  Neill.  I  hope  to  be  able  to  defend  the  bill, 
though  not  exactly  as  it  appears  at  present ;  amendments  may  be  put 
in ;  but  I  mean  the  principle  of  the  bill. 

Mr.  Mann.  Don't  you  think  it  would  be  w-ise  to  postpone  the  con- 
sideration of  the  bill?  Everybody  wants  to  accomplish  the  same 
purpose  you  have  in  mind,  but  there  is  no  likelihood  of  the  bill  being 
enacted  into  law^  by  both  Houses  at  this  Congress.  But  your  guess, 
of  course,  is  as  good  as  mine. 

Mr.  Tow  N8END.  I  am  willing  to  admit  it  is  as  good.  I  think  the 
chances  are  pretty  good  of  getting  it  through.  The  President  is 
very  much  in  earnest  about  it  and  I  think  there  are  fair  chances  of 
getting  it  through.     This  bill  was  introduced  last  January. 

Mr.  Mann.  It  is  a  subject  of  very  wide  interest  in  one  way  and 
people  are  not  prepared  to  express  an  opinion  about  it  at  the  present 
time. 

Mr.  Townsend.  There  never  was  a  better  notice  given  to  the  labor- 
ing men  and  to  the  manufacturers  of  the  country  than  has  been  given 
as  to  this  bill. 
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Mr.  Mann.  But  they  are  at  sea  about  it,  notwithstanding  the 
notice.     Would  it  not  be  fairer  to  hiy  it  aside  even  in  the  committee? 

Mr.  ToWNSENO.  Is  there  any  better  way  to  get  it  before  the  coun- 
try than  by  taking  it  up  l)eiore  the  committee  and  discussing  it? 
They  will  not  think  about  it  if  it  sleeps  in  this  committee. 

Afr.  Manx.  Oh,  no;  they  will  know  that  the  subject  is  being  agi- 
tated, and  they  will  think  about  it  all  right. 

The  Chairman.  I  was  going  to  say  that  if  you  will  print  such  of 
your  letters  as  you  deem  wise  we  will  regard  the  matter  of  hearing, 
at  least  until  some  other  action  is  had,  as  closed  now.  We  wuU  com- 
plete the  record  and  have  it  in  print  in  two  or  three  days. 

Mr.  Esc'H.  I  was  going  to  ask  whether  Mr.  Townsend  thought  the 
discussion  would  be  aided  by  having  Mr.  Garfield  here.  I  think  he 
would  know  better  than  I  about  that. 

Mr.  Townsend.  I  think  it  w^ould  Ikj  well  to  have  Mr.  Garfield  and 
Mr.  Neill  back. 

Mr.  Mann.  There  would  be  no  use  in  having  Mr.  Neill  back  unless 
there  is  objection  from  the  other  side.  He  has  already  favored  the 
bill. 

Mr.  Townsend.  Some  objections  made  by  members  of  the  commit- 
tee can  Ix?  answered  with  more  authority  by  those  gentlemen  who 
have  had  experience  as  to  matters  of  this  kind,  and  their  statements 
wonld  have  more  ^authority  than  mine  would  have. 

Mr.  Payhon.  At  this  point,  gentlemen,  as  an  interested  listener, 
possibly  as  a  participator  later  on,  may  I  inquire  whether  Mr.  Neill 
has  appeared  oefore  the  committee  since  the  recent  strike  on  our  road 
in  Texas,  giving  the  details  of  that? 

Mr.  Townsend.  No. 

Mr.  Payson.  That  strike,  which  was  closed  within  the  last  week, 
is  the  best  illustration,  in  my  judgment,  of  the  effect  of  the  moral  in- 
fluence of  an  Administration  in  the  settlement  of  a  strike  between  a 
great  employer  and  a  lar^e  number  of  employees  that  has  happened 
m  the  history  of  economic  strikes  anywhere.  Mr.  Neill  personally 
went  to  Texas  with  reference  to  it. 

I  speak  understandingly  with  respect  to  this,  because  I  was  in  close 
contact  with  the  chairman  of  the  Interstate  Commerce  Commission 
and  the  Commissioner  of  Labor,  representing  the  Executive  Adminis- 
tration, through  Mr.  Neill's  efforts,  until  the  controversy  was  finally 
closed ;  and  the  contribution  that  will  come  from  the  inclusion  of  the 
correspondence  from  the  chairman  of  the  Interstate  Commerce  Com- 
mission and  Mr.  Neill  and  the  strikers,  on  the  one  side,  and  from  the 
railroad  people  on  the  other,  will  be  the  most  illuminating  literature 
on  this  subject  that  has  ever  been  gathered  together.  This  corre- 
spondence will  show  the  committee  what  the  committee  ought  to 
know.  It  furnishes  a  striking  example  of  the  necessity,  not  the  pro- 
priety, of  just  such  legislation  as  is  proposed  by  this  bill.  I  do  not 
go  into  details  here,  but  I  am  acquainted  with  the  details. 

Mr.  T0WN8END.  Suppose  we  invite  Mr.  Neill  here  to-morrow  ? 

The  Chairman.  Wny  not  notify  Mr.  Neill  and  Mr.  Garfield  both? 

Mr.  Townsend.  Yes. 

The  Chairman.  Then  let  it  be  the  sense  of  the  committee  that  when 
we  adjourn  we  will  take  a  recess  until  to-morrow.  If  there  is  no 
objection,  that  will  be  the  order,  that  we  will  take  a  recess  until  half 
past  10  to-morrow. 
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Thereupon,  at   12  o'clock,  noon,  a  recess  was  taken  until   10.30 
o'clock  a.  in.,  to-morrow,  January  16, 1907. 
Mr.  Townsend  filed  the  following : 

INVESTIGATION    AND   PUBLICITY    AS   OPPOSED   TO   "COMPULSORY    ARBITRATION." 
[By  Charlee  Francis  Adams.] 

More  than  a  year  ago.  during  the  great  steel  strike  of  August,  1901,  I  pre- 
imred  a  communication  setting  fbrth  certain  Massachusetts  exiiorlences  during 
previous  similar  troubles  as  being  worthy  of  consideration.  They  suggesteil  a  ikw- 
slble  solution,  i^ractical  In  character,  of  what  are  known  as  **  labor  troubles  " — 
the  conflicts  between  employer  and  employee  which  result  in  strikes  and  tie- 
eps.  Printed  in  various  papers,  this  communication  caused  at  the  time  some 
disiussion.  More  recently  I  have  been  applying  the  exi>erlence  then  set  forth, 
and  the  principles  advtwfated  to  the  existing  and  more  serious  couiitlications 
which  have  since  arisen.  I  have  also  been  in  communication  with  Col.  Carroll 
D.  Wright  and  Mr.  Henry  Cabot  Lodge,  one  of  the  Senators  from  Massac»hu 
»etts,  discussing  the  facts  and  theories  involved,  with  a  view  to  what  may  be 
considered  an  outcome  basetl  cm  the  systems,  political  and  constitutional,  as 
well  as  tlie  labor  conditions  and  the  social  and  industrial  organizations  exist- 
ing to-day  ill  tlie  United  States.  With  a  view  to  ultimate  witisfactorj-  results, 
the  effort  has  lH»en  to  recognize  facts  and  to  make  action  ct)nfonn  to  tlieni. 
My  punM)se  to-day  is  to  set  forth  a^  briefly  as  imssible  the  conduHlons  so  far 
reache<l. 

In  the  coinmunicatioii  referred  to  I  first  calletl  attention  to  the  nearest  ai>- 
proach  to  a  practical  solution  of  the  labor  problem  in  accordance  with  Ameri- 
can conditions,  ideals,  and  traditions  which  has,  so  far  as  1  know,  yet  been 
devised  and  put  in  uk<\  An<l  in  making  this  statement  I  lay  emphasis  ui)on 
the  word  ''American,"  for  I  hold  it  to  l>e  quite  useless  to  take  a  system, 
whether  purely  ideal  juid  theoretical  or  even  in  other  countries  practicable, 
and  apply  it  generally.  The  flfst  essential  to  success  in  constructing  or  de- 
veloping any  system  of  laws  Is  that  such  system  shall  be  in  conformity  with  the 
conditions.  Ideals,  and  traditions  of  the  conmiunit>'  for  which  it  is  designed. 
To  Ignore  them,  much  more  to  run  counter  to  them,  is  to  court  failure  at  the 
outset.  As  Alexander  Hamilton  said  more  than  a  century  ago  of  the  United 
l^tates  Constitution,  **A  government  must  be  fitted  to  a  nation  much  as  a 
coat  to  the  individual ;  and  consequently  what  may  l)e  giKKl  at  Philadelphia 
may  be  bad  at  Paris  and  ridiculed  at  Petersburg."  In  like  manner  a  system 
of  legislation  designed  to  regulate  the  relations  of  labor  and  capital  may  work 
well  In  Australia,  but  It  by  no  means  follows  that  a  similar  system  would  work 
well  in  Great  Britain  or  (Jermany,  and  a  system  which  might  be  practical.  If  not 
reasonably  satisfactory.  In  Bohemia  and  Austro-IIungary  would  almost  surely 
prove  quite  otherwise  in  the  United  States. 

This  I  am  well  aware  Is  a  commonplace,  almost.  Indeed,  a  platitude.  And 
yet  It  Is  necessary  to  premise  it  carefully,  for  just  so  long  as  men  are  what 
thej-  now  are  unusual  exigencies  will,  under  any  system  of  government,  from 
time  to  time  arise,  but  when  such  do  arise  It  Is  always  very  noticeable  how  the 
air  is  at  once  filled  with  suggestions  of  remedy,  either  quite  untried  or  borrowed 
from  other  lands.  And  such  are  recommended  for  immediate  adoption,  wholly 
regardless  of  our  Constitution,  laws,  political  organization,  or  the  spirit  of  our 
industrial  development.  This  Is  empirical,  and  in  these  matters  conspiracy  is, 
of  all  things,  to  be  shunned. 

I  come  now  to  the  exi)erience  I  have  referred  to.  There  is  in  the  State  of 
Massiichusetts,  and  has  been  for  over  thirty  years,  a  board  of  railroad  commis- 
sioners. In  the  history  of  that  board  there  was  one  important  but  now  quite 
forgotten  incident,  from  which  a  highly  suggestive  lesson  may  be  drawn. 
It  occurred  twenty-five  years  ago.  The  Massachusetts  railroad  commission 
was  organized  on  the  theory  that  in  adjusting  matters  of  difference  between 
the  community  and  its  railroad  corporations  the  vesting  of  arbitrary  power  in 
such  a  tribunal  was  a  hindrance  to  it  rather  than  a  help,  for  the  reason  that 
in  America  force  is  in  the  long  run  less  effective  in  producing  results  than 
rnvestigatlon  and  subsequent  well-considered  recommendations  based  thereon. 
The  appeal  was  in  every  case  to  be  made  to  reason  and  public  opinion,  and  not 
to  the  sheriff  or  the  soldier.  Accordingly,  in  the  event  of  differences  between 
the  corporations  and  their  employees,  even  those  resulting  in  strikes  and  tie- 
ups,  the  commissioners  had  no  executive  power.    It  was  their  duty,  in  a  gen- 
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enil  way  to  take  official  eopnizaiue  of  the  fact  when  the  comiiuinity  was  sus- 
taining an  injury  or  an  ini-onvenieme  and  to  investij:ate  tlio  causes  tliereof. 
Havinjf  so  investigate<l.  the  board  was  enii)owered  to  locate  the  resi)onsil)ility 
for  the  injury  and  Inconvenience  and  to  niaive  its  reconnnendatlons  ac<*oixlingly, 
hut  those  recommendations  had  merely  a  moral  force.  They  c»ould  be  ad- 
dressed to  the  i)arties  concerned  and  to  public  opinion  only.  Their  eiTect, 
greater  or  less,  was  measured  by  the  justice  and  good  sense  impressed  ui)on 
Them.  The  c*nnmiss loners,  moreover,  dlKavowetl  any  wish  to  he  clothed  with 
larger  i)<)wers.  'I'hey  feared  the  possession  of  such  powers.  They  were  i)er- 
suaded  they  could  in  the  end  accomplish  more  satisfactory  results  without  them. 

This  theory  was  soon  put  to  a  te<Jt.  At  4  o'clock  in  the  afternoon  of  the  12th 
of  Fehruai*y.  1ST7,  all  the  locomotive  engineers  and  tiremen  in  the  emi)loy  of  the 
Boston  and  Maine  Railroad  Company  stopr)od  work  in  a  body,  abandoniiig  their 
trains.  The  move  was  not  altogether  unexiiected.  hut  the  operation  of  the  road 
was  seriously  interfered  with.  The  commissioners  did  not  at  first  intervene, 
neither  party  calling  uiwn  them.  Indeed,  both  parties  were  unwilling  so  to  do, 
for  each  was  apprehensive,  apparently,  of  adverse  action.  During  several  days, 
accordingly,  the  conmiissioners  preserved  an  attitude  of  silent  observation. 
After  the  lapse  of  a  reasonable  period,  however,  the  l)oard  concluded  that  it  was 
plainly  time  to  recognize  the  fact  that  the  public  was  suffering  serious  Inconven- 
ience; for  then  the  Boston  and  Maine  Railroad  was,  as  it  still  is,  one  of  the 
principal  arteries  of  eastern  New  England.  The  president  an<l  dlre<*tors  of  the 
wmpany  and  the  employees  of  the  Brotherhood  of  I^ocomotive  Engineers  were 
ac*cordlngly  notified  that  the  board  proposed  to  take  a  hand  In  the  business. 
This  it  proceeded  to  do.  An  immediate  Investigation  was  notified.  Both  parties 
appearetl — for.  without  confessing  itself  in  the  wrong,  neither  party  could  well 
help  so  doing — and  professed  a  perfect  willingness  to  submit  their  cases.  No 
suggestion  of  a  readiness  to  abide  by  any  decision  that  might  l)e  given  thereon 
was  either  asked  for  or  given ;  but  the  board  proceeded  to  hear  witnesses  and  to 
elicit  the  facts.  The  incpilry  was  continued  through  three  days ;  and,  on  the  21st 
of  February,  the  report  of  the  board  was  made  public,  appearing  in  full  In  all  the 
newspapers  of  that  date.  In  it  the  commissioners,  after  carefully  and  judicially 
sifting  out  the  essential  facts  from  the  evidence  submitted,  placed  the  resjwnsl- 
bility  for  the  trouble  where  the  w^eight  of  evidence  showed  it  belonged ;  and 
thereupon  proceeded  to  make  such  recommendations  as  in  its  Judgment  the  exi- 
gencies called  for.  The  effect  was  immediate.  An  authentic  record  was  before 
the  community,  and  public  opinion,  crystallizing,  made  itself  decisively  felt. 

It  is  not  necessary  to  enter  further  into  the  history  and  merits — the  rights  and 
the  wrongs— of  that  particular  struggle.  My  object  is  merely  to  call  attention 
to  what  was  then  done,  and  done  successfully,  as  constituting  the  nearest  practi- 
cal approach  consistent  with  our  American  political  and  social  system  to  what  is 
known  as  "  compulsory  arbitration."  It  was  compulsory*  imiuiry  only ;  and  an 
appeal  thereon  to  the  reason  and  sense  of  right  of  all  (concerned.*  Reliance  was 
placed  in  an  enlightened  sense  of  right  of  all  concerned,  and  an  informed  public 
opinion. 

Here,  then,  is  a  system.  Under  it  a  public  tribunal  is  provided ;  that  tribunal 
takes  official  cognizance  of  what  is  notorious ;  and,  when  either  the  peace  or  the 
business  of  the  community  sustains  prejudice  or  is  gravely  jeopardized,  it  be- 
comes its  duty  to  Intervene.  It  intervenes  only  for  the  purpose  of  obtaining  the 
information  necessary  to  enable  It  to  form  a  clear,  judicial  opinion.  It  then  Ifsets 
the  facts  before  the  community,  and  makes  Its  reconunendation.  It  locates  re- 
sponsibility.   There  it  stops:  for  it  can  compel  obedience  on  neither  side. 

Now.  let  us  apply  this  proposed  system  to  the  conditions  which,  for  the  last 
eight  months,  have  existed  In  the  anthracite  coal  region.  I^et  us  assume  that 
provision  by  law  existed  under  which  the  Executive,  either  national  or  State,  was 
empowered  and  directed  to  appoint  such  a  board  pro  hac  vice,  calling  it  into  ex- 
istence to  meet  a  sudden  emergency.  The  chances,  I  submit,  are  at  least  nine 
out  of  ten  that,  if  such  a  machinery  had  existe<l,  and  had  been  judiciously 
employed  either  by  the  governor  of  Pennsylvania  or  the  President  of  the  United 
States,  a  practical  solution  of  the  dlfliicuity  which  for  the  last  eight  months  has 
harassed  the  country  would  have  l)een  reached.  The  community  began  to  sus- 
tain grave  prejudice  at  an  early  stage  of  the  troubles.  The  resulting  injury 
became  more  and  more  flagrant  as  the  weeks  passed  by.  The  continuance  of 
such  conditions  not  only  was  injurious  to  private  Interests,  but,  as  we  all  know, 
the  public  peace  Itself  was  involved.  Under  such  circumstances,  experience 
shows  that  neither  party  will,  for  obvious  reasons,  voluntarily  call  ui)on  a  board 
or  commission  to  Intervene;  for  such  action  is  tantamount  to  a  confession  of 
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weakness.    Both  will  look  at  it  askance.     It  must  rest,  therefore,  lu  the  discre- 
tion of  the  Executive  to  decide  whether  a  case  has  arisen  which  calls  for  public 
initiative:  the  puhllc  beings  a  third  party  to  the  controversy.     That  it  is  puch,  it 
is  Impossible  to  deny.    It  therefore  has  rights  and  interests— a  standing  In 
court.     It  having  been  decided,  in  the  exercise  of  a  sound  discretion,  tlmt  cit^ 
cumstances  call  for  this  third  party  to  act,  the  Executive  gives  notice  to  all  con- 
cerned that,  at  the  proper  time  and  place,  it  is  projwsed  to  enter  upon  an  investi- 
gation.    If  both  parties  Hee  fit  then  to  appear  and  submit  evidence  as  to  the  facts, 
that  evidence  becomes  public  property.     If  one  party  appears,  the  other  absents 
Itself  at  its  peril.     Should  neither  party  appear,  producing  authentic  documents 
and  putting  in  a  case,  the  board  would  proceed  to  enlighten  itself  through  all 
other  accessible  means.     In  behalf  of  the  third  party  to  the  conrroversy,  of 
which  it  is  the  representative,  it  should  be  empowered  to  summon  witnesses,  and 
to  enforce  the  production  of  documents.     Having  completed  Its  investigation,  it 
would  then  make  its  recommendations  definitely,  and.  if  It  knows  its  business, 
concisely,  locating  responsibility  where  the  evidence  shows  it  belongs.    A  practi- 
cal solution  of  the  trouble,  such  as  would  naturally  commend  itself  to  the  judg- 
ment of  an  unprejudiced  tribunal,  would  be  iwlnted  out.    A  solution  of  that  sort 
always  /  exists.    This   report  would  be  transmitted  to  the  appointing  power, 
whether  President  or  governor.     By  him  it  would  then  be  communicated  to  the 
parties  in  Interest,  including  the  public ;  and,  in  due  time,  submitted  to  Congress, 
or  the  State  legislature,  always  with  such  enforcing  or  qualifying  recommenda- 
tions as  might  commend  themselves  to  executive  judgment.    The  report  so  made 
would  carry  with  the  public  and  with  the  parties  concerned  exactly  that  degree 
of  weight  its  judicial  character  and  reasoning  might  impart  to  it — that,  and 
nothing  more.     It  could  not  be  enforced  by  any  governmental  process.    There 
would  be  neither  sheriff,  nor  posse  comitatus,  nor  military  force,  behind  It    But. 
If  well  reasoned  and  impartial,  it  would  bring  to  bear  the  moral  weight  of  an 
enlightened  public  opinion. 

Did  such  a  machinery  as  this  exist,  simple  and  advisorj-  only,  it  is  not  unsafe 
to  say  that  it  would  prove  adequate  for  the  settlement  of  nine  complications  out 
of  ten.  In  the  case  of  the  anthracite  strike,  for  instance,  if  the  Ck)mml8sloii 
since  appointed  liy  President  Roosevelt  could  have  been  flpi)ointed  four  months 
sooner,  while  the  conflict  was  in  the  earlier  stage  of  development  its  report 
would  have  afforded  to  one  or  both  parties  concerned  an  opportunity  to  withdraw 
creditably  from  a  position  which  afterwards,  for  at  least  one  of  them,  l>ecara€ 
false  and  consequently  perilous.  What  the  country  has  needed  is  light — th^ 
possession,  If  not  of  undisputed  facts,  at  least  of  an  authentic  statement  of  th< 
facts  in  dispute.  Had  these  been  spread  upon  the  record  and  submitted  f o 
public  consideration,  it  could  hardly  be  otherwise  than  that  recommendatioi] 
firm,  judicious,  and  reasonable,  based  thereon,  would  have  suflloed  to  romo\ 
from  the  path  the  impediment  of  false  pride — ^that  stumbling  block  in  the  case  i 
nine  strikes  out  of  ten.  An  opportunity  of  gracefully  receding  would  have  be< 
offered  to  one  or  both  parties  concerned.  Should  either  party  have  then  Insist e 
in  the  face  of  light  and  reason,  the  responsibility  for  obstinate  insistence  wo\i 
have  been  upon  its  head.  In  the  United  States  public  opinion  has  in  such  cas 
a  very  summary,  as  well  as  effective,  way  of  enforcing  its  own  process. 
excellent  and  suflicient  example  of  this  was  furnished  in  the  sudden  change 
front  on  the  part  of  one  of  the  parties  to  the  present  anthracite  compllcati 
executed  in  the  face  of  a  rapidly  rising  popular  sentiment.  Persistence  was  1 
to  involve  too  much  risk.  It  would  be  so  in  the  great  mass  of  tliese  ca 
They  are  preventable.  But  what  is  wanted  for  their  prevention  is  not  f o 
but  light  and  guidance. 

This  generally  acknowledged  fact  to  the  contrary  notwithstand.ing,  I' 
singular  to  note,  when  any  controversy  arises,  how  such  a  methocl  of  settler 
as  that  here  proposed  is  at  once  set  aside  as  being  inadequate  and  unvirortli 
consideration,  because  behind  it  there  is  no  constable's  club  or  soldier's  t>ay<; 
In  fact,  however,  the  word  "compulsion"  has  an  unpleasant  sound  to  An 
cans.  In  theory  only  Is  the  thing  itself  popular.  With  us  the  final  appeal 
always  be  to  reason;  and  public  opinion  enforces  the  edict  of  ttint  appeal 
every  field  of  legislation  this  has  been  again  and  again  illustrated  ;  and  yc  : 
appeal  to  reason,  as  now  here  made,  is  almost  as  invariably  as  eontemptu  i 
dismissed  from  consideration  on  the  ground  that  there  is  behind  it  no  foi  i 
compel  obedience. 

It  Is  this  tendency  to  compulsion  against  which,  I  submit  it   is   the   es     i 
function  of  the  Civic  Federation  to  protest   We  should  lay  emphasis  on  th 
that  our  appeal  is  to  reason  and  not  to  force.    The  difiiculty  wltU  the  f ede     i 
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is  not  want  of  power,  but  want  of  official  standiug.  It  is  a  volunteer.  At  no 
time,  for  instance,  during  the  last  six  months  could  It  enter  the  field  as  repre- 
senting the  executive  of  either  State  or  nation ;  and  had  It  entered  the  field  on 
its  own  initiative  only  It  would  have  been  In  imminent  danger  of  Incurring  the 
contempt  not  only  of  both  parties*to  the  controversy,  but  of  the  public  itself.  It 
has,  therefore,  been  compelled  to  inaction — a  purely  waiting  attitude.  This  fact 
in  itself  discloses  a  want.    A  piece  of  machinery  is  lacking. 

But  It  is  argued  ^hat  such  boards  already  exist  and  the  results  of  their  efforts 
have  not  proved  satisfactory.  This  assumption  I  deny,  and  on  broad  grounds. 
When  such  large  Interests  are  involved,  as,  for  instance,  In  the  strike  in  the 
anthracite  ci:»al  region,  represented  by  men  of  capacity  on  each  side,  to  deal 
effectively  it  would  be  necessary  for  the  community  to  have  the  power  of  avail- 
ing itself  of  the  services  of  the  very  best  men  and  those  of  the  highest  character 
and  uutliorlty  at  Its  command.  If  it  speaks  at  all,  it  should  speak  adequately. 
If  in  June  It  had  been  the  duty  as  well  as  within  the  power  of  the  President  or 
of  tlie  governor  of  Pennsylvania,  re<x)gnlzlng  that  the  public  interests  and  conven- 
ience were  involved  and  that  lasting  Injuries  might  be  entailed,  to  take  cogni- 
zanr-e  of  the  situation  in  the  anthracite  region,  It  should  under  the  system  pro- 
tx>sed  have  been  the  duty  of  either  executive  to  call  upon  the  very  strongest  men 
in  the  community — those  of  highest  character  and  most  Intimately  acquainted 
with  every  condition  involved.  No  man  in  the  country  so  called  upon  could  have 
refused  to  serve;  yet  such  men  will  not  accept,  nor  should  they  be  expected  to 
iiocei)t.  merely  salaried  positions,  permanent  in  character,  on  a  board  of  subor- 
dinate ImiK)rtance. 

The  machinery  now  suggested  should,  moreover,  be  reserved  and  brought  Into 
action  only  in  si>eclal  exigencies.  It  Is  not  designed  nor  is  it  adapted  to  every- 
day use.  In  that  field  the  existing  boards  are  doing  good  service,  and  doing  It 
sufl9riently  well,  but  for  obvious  reasons  they  are  not  equal  to  the  exceptional 
occ:i8lons.  They  occupy  the  positions  of  municipal  courts,  but  where  grave 
problems  of  constitutional  law  present  themselves  such  are  not  referred  to  police 
magistrates  for  decision,  nor  would  the  decision  of  those  magistrates  If  rendered 
upon  them  cany  the  necessary  weight.  Exceptional  cases  can  only  be  dealt 
with  exceptionally.  Fortunately  they  do  not  arise  often.  In  the  field  of  labor 
complications,  for  Instiince.  two  only  have  occurred  during  the  last  eighteen 
months.  But  thy  unquestionably  will  recur  periodically  In  the  future,  and  when 
they  come  their  presence  is  unmistakable.  It  would  then  be  for  the  executive, 
State  or  national,  to  take  cognizance  of  what  is  apparent  and  to  set  in  motion 
the  special  machinery  designed  and  held  in  reserve  for  that  exigency. 

It  18  equally  futile  to  say  that  the  parties  concern^,  unconsenting  thereto, 
might  decline  to  appear  l)efore  such  a  commission.  In  such  a  case  the  commis- 
sion would  simply  proceed  with  its  inquiry  In  the  absence  of  such  party  or  par- 
ties. With  the  power  of  sunnnoning  witnesses  and  compelling  the  production  of 
books  all  necessary  information  would  be  accessible  to  It,  But  the  parties  could 
not  refuse  to  appear.    They  would  not  dare  to  refuse. 

Finally,  the  report  of  such  a  tribunal,  addressed  to  Its  appointing  power,  would 
be  like  the  decision  of  a  high  court  of  Justice  on  an  abstract  point  of  constitu- 
tional law  of  the  first  magnitude.  Read  by  every  one.  If  the  decision  were 
weak  or  bore  In  it  signs  of  prejudice  or  interest  It  would,  falling  dead,  fail  to 
fnfiuencc  public  opinion.  Equally,  If  handled  with  a  firm  and  intelligent  grasp 
It  would  carry  conviction.  That  conviction  when  so  carried  Is  In  this  country 
irresistible.     It  in  the  end  makes  opposition  confessedly  factious. 

The  trouble  with  us  Is  that  we  are  always  prating  of  the  force  of  public  opin- 
ion, but  when  the  exigency  arises  we  evince  no  confidence  whatever  in  it.  Like 
a  parcel  of  children,  we  are  apt  to  cry  out  for  the  master  to  come  In  and  enforce 
instant  obedience  with  the  rod.  I  submit  that  permanent  results  with  us  In 
America  are  not  reached  in  that  way.  Let  us  In  this  matter  have  the  courage 
of  onr  convictions. 

I  have  already  expressed  my  belief  that  if  such  a  system  as  I  have  here  sug- 
gested could  be  brought  into  being  through  a  very  simple  act  of  legislation,  which, 
open  to  no  constitutional  or  other  objection,  would  be  in  entire  accord  with  our 
Industrial  system,  our  traditions,  and  the  American  ideals,  it  would  settle  nine 
matters  of  controversy  which  arise  out  of  ten.  I  now  further  submit  it  Is 
highly  desirable  from  every  point  of  view  that  the  tenth  case  of  controversy 
should  not  be  settled,  but  should  be  fought  out.  In  the  practical  affairs  of  life, 
as  we  all  know,  it  Is  necessary  now  and  then  that  the  fight  should  be  to  a  finish. 
Our  own  civil  war  was  a  case  in  point.  No  arbitration  ever  could  have  settled 
that;  no  appeal  to  reason  would  have  produced  conviction.    The  issue  had  to 
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be  fouerht  to  the  bitter  end.  Tliiit  it  was  so  fmiglit  we  are  now  all  i?ratefuU 
tbou^li  at  the  time  the  demand  was  loud  and  inrossant  for  some  compromise — 
any  close  to  the  "useless,  the  suicidal  strife."  This  excei)tional  case,  however, 
by  no  means  broup:ht  the  i)rinciples  of  arbitration  and  reasonable  adjustment 
into  discredit  and  c<jnsequent  disuse.  On  the  (f^ntrary,  they  have  grown  stronger 
ever  since,  securing  more  and  more  hold  on  public  opinion.  What  is  necessary, 
in  my  judgnuMit,  is  to  organize  that  public  opinion  and.  wben  organized  and  made 
effective,  to  rely  on  it  to  produce  all  desirable  results  in  the  average  case.  But 
it  can  only  be  organized  by  bringing  it  to  bear  through  the  medium  of  capable 
men  thoroughly  informed  ui)onthe  special  matter  under  discussion  and  compe- 
tent to  expre-s  courageous  opinions  clearly.  The  tribunal  doing  this  should  then 
dissolve.  It  should  not  continue  in  existence  the  target  for  criticism,  partisan 
discussion,  and  [X)pular  odium.  Should  a  new  case  arise,  another  tribunal  of  a 
similar  character  would  at  the  pi-oper  time  be  called  Into  being  to  deal  with  it 
in  its  turn. 

Sound  and  fruitful  legislation  can  not,  moreover,  be  improved.  It  is  idle 
to  talk  In  language  as  empty  as  it  is  grandiose  of  "  curbing,"  or  regulating  by 
any  i)atented  method,  potentates  and  i)()wer  of  such  large,  and  yet  vague,  char- 
acter as  those  that  lalK)r  and  capital  are  now  continually  bringing  into  the  field. 
A  governmental  regulation  which  shall  deal  satisfactorily  with  them  must  rest 
upon  a  broad  and  well-considered  basis  of  exiierience.  It  would  be  the  natural 
outcome  of  a  series  of  reiKjrts  of  tribunals  such  as  that  suggested.  It  is  (Hjually 
futile  to  supi)ose  that  this  lal)or  contest  in  which  we  have  been  engageil  and  of 
which  we  have  so  long  exi>erienced  the  inconvenient  results  is  going  to  l>e  set- 
tled in  a  day,  or  an  hour,  or  next  year,  or  within  the  next  ten  years.  It  will 
continue  with  us  during  the  remainder  of  our  lives,  and  with  our  children  after 
us;  but  we  will  slowly  and  tentativelj'  approxiijiate  to  satisfactory  results. 
Under  these  circumstances,  if  a  solution,  rejiresented  by  a  proper  legislative 
and  administrative  machinery,  is  ever  to  be  evolved,  it  must  be  evolved  from 
a  series  of  wearisome  investigations,  and  reiJorts  thereon,  no  less  judicial  and 
well  considered  than  that  body  of  great  oi)inions  from  which  tbe  present  Con- 
stitution of  the  United  States  has  been  slowly  built  up  and  rounded  out. 

In  the  case  of  the  National  Executive  some  question  has  been  raiseil  as  to  its 
functions  and  jiowers,  in  view  of  our  constitutional  system  and  the  reserveil 
rights  of  the  States.  I  can  not,  however,  see  that  this  enters  into  the  present 
question  or  what  is  now  proiKjsed.  It  is  certainly  the  duty  of  the  President 
to  inform  himself  upon  all  questions  relating  to  the  carriage  of  the  mails  and 
to  the  movement  of  c»ommerce,  whether  foreign  or  interstate.  Questions  of 
revenue  are  involved;  questions  affecting  the  transportation  of  material,  men, 
and  supplies  may  be  Involved.  To  inform  himself  he  should  lie  emi>owered  to 
appoint  agencies  competent  to  Investigate  and  report  thereon.  It  is  not  now 
proposed  to  clothe  him  with  any  power  in  these  exigencies,  except  that  of 
receiving  a  report,  forwarding  it  to  the  parties  involved,  together  with  his 
ow^n  recommendations,  and  then  submitting  the  same  to  Congress.  To  give  the 
President  power  to  intervene  by  any  Executive  act  of  a  compulsory  character 
would,  in  my  opinion,  jeopardize  at  tlie  beginning  every  desirable  ultimate 
result  of  the  experiment  proposed.  Congressional  action  is  always  in  reserve, 
but  even  Congressional  action  ought  to  be  intelligent,  and  to  be  intelligent  it 
should  be  well  considered — based  on  a  considerable  body  of  facts  judicially 
ascertained.  The  judicial  ascertainment  of  facts  and  the  study  of  principles 
Involved  therein  is  therefore  what  the  occasion  immediately  demands.  Sound 
remedial  legislation  will  In  due  time  result  therefrom.  But  at  present  the 
chances  are  enormous  that  crude  and  precii)itate  effort  at  a  cMjmpulsory  better- 
ment of  existing  conditions  would  only  make  what  is  already  quite  sufficiently 
bad  distinctly  worse. 

As  the  result  of  my  conyersation  with  Colonel  Wright  and  Mr.  Lodge,  I  have 
undertaken  to  draw  up  a  simple  act  in  few  sections,  based  ui)on  the  foregoing 
principles  and  looking  to  the  results  indicated.  It  could  be  passed,  mutatis 
mutandis,  by  any  State  legislature  or  by  Congress.  It  would  contravene  no 
constitutional  provision  or  private  right,  but  simply  secure  to  the  community — 
the  third  party  involved  in  every  controversy  of  this  sort  of  any  magnitude — 
the  right  to  get  at  the  facts  in  dispute,  and  after  so  doing  to  bring  to  bear  an 
Intelligent  pressure  of  its  own,  looking  to  a  reasonable  solution  of  troubles 
sure  hereafter  to  arise.  Such  an  act  has  accordingly  been  prepared  and  is  sub- 
Joined  hereto. 
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Boston,  Mass.,  December  11,  1902, 
Chablcb  F.  Adams,  Esq., 

23  Cow^t  8t.,  Boston,  Mass, 
My  Dear  Mr.  Adams:  I  have  considered  the  questions  suggested  by  your 
paper  upon  the  investigation  by  the  President  of  labor  troubles  and  I  beg  to 
submit  a  draft  of  an  act  which  I  believe  embodies  your  views  on  the  subject. 
Yours,  truly, 

John  G.  Palfrey. 


AN  ACT  To  provide  for  the  inve?<tigation  of  controversies  Affecting  intcrHtate  coinm€»rfe,  and  for 

other  purposes. 

Be  it  enacted  hy  the  Senate  and  Houne  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled: 

Section  1.  That  whenever  within  any  State  or  States,  Territory  or  Territories 
of  the  United  States  a  controversy  concerning  wages,  hours  of  labor,  or  con- 
ditions of  employment  shall  arise  between  an  employer  being  an  individual, 
I»jirtn»»v-liip.  ass( ciMtir.n.  c  riKUMtion.  or  otluT  tf»iiil)iii:'tif)!i.  ;nul  tlio  cinnloyees 
(ir  nsMMj.itlon  or  coinlnnntlon  of  cniployoos  of  such  employer,  by  reason  of  which 
controvt  rsy  the  transportation  of  the  United  States  mails,  the  operations,  civil 
(»r  military,  of  the  (iovernment  of  the  Unitwl  States,  or  the  free  and  regular 
movement  of  commer<-e  among  the  several  States  and  with  foreign  nntions.  is 
in  the  judgment  of  the  President  Interrupted  or  directly  affected,  or  threatened 
with  being  so  interrupted  or  directly  aflTected,  the  President  shall  in  his  discre- 
tion incpiire  into  the  same  and  Investigate  the  causes  thereof. 

Sec.  2.  To  this  end  the  President  may  apiH)int  a  special  conunission,  not 
exceeding  seven  in  number,  of  persons  in  his  Judgment  specially  qualified  to 
conduct  such  an  investigation. 

Sec.  X  Such  commission  shall  organize  witli  all  convenient  despatch,  and 
niKHi  giving  reasonable  notice  to  the  parties  to  the  controversy,  either  at  the 
seat  of  disturbance  or  elsewhere  as  it  may  deem  most  expe<lient.  shall  proceed 
to  inve-^tigate  the  causes  of  such  controversy  and  the  remedy  therefor. 

Sec.  4.  Tlie  parties  to  the  c<^)ntroversy  shall  be  entitled  to  be  present  in 
r>erson  or  by  counsel  throughout  the  continuation  of  the  investigation  and  shall 
be  entitletl  to  a  hearing  thereon  subject  always  to  su(*h  rules  of  procedure  as 
the  connnlssion  may  adopt,  but  nothing  in  this  section  contained  shall  be 
construed  as  entitling  said  parties  to  be  present  during  the  proceedings  of  the 
commission  prior  to  or  after  the  completion  of  their  investigation. 

Skc.  ."».  For  the  puri)ose  of  this  act  the  coninii^sioii  or  :'.uy  one  (M)niniissioner 
shall  have  iM>wer  to  administer  oaths  and  atlirmations,  to  sign  snl>prenas.  to 
retiuire  the  testimony  of  witnesses  either  by  attemlance  in  person  or  by  deposi- 
tion, and  to  re<iuire  the  production  of  such  booivs,  pai)ers,  contracts,  agrwments. 
and  documents  as  may  be  deemed  material  to  a  just  determination  of  the 
matter*^  under  investigation  :  and  to  this  end  the  connnlssion  may  involve  the 
aid  of  the  courts  of  the  United  States  to  compel  witnesses  to  attend  and  testify 
and  to  produce  such  bool\S.  papers,  contracts,  agreements,  and  documents,  and 
for  the  purposes  of  this  section  it  shall  be  vested  with  the  same  powers  to  the 
same  « xtent  and  inuler  the  same  conditions  and  penalties  as  are  vested  In  the 
Interstate  Commerce  Commission  by  the  act  to  regulate  <'onunerce.  approved 
February  4th,  1887.  and  the  acts  amendatory  and  in  addition  thereto,  and  it 
shall  ]*o  the  duty  of  the  said  courts  of  the  United  States  to  render  said  com- 
nii^isi'  V  the  s-'me  aid  to  the  san'e  extent  and  nmler  the  same  coii'litions  as  is 
pn)vid€Hl  by  said  acts  in  aid  of  said  Interstate  Commerce  Commission,  and 
witnesses  examined  as  aforesaid  shall  be  subject  to  the  same  duties  and  entitled 
to  the  same  immunities  as  is  j)rovidcHl  in  said  acts. 

Sfx.  f».  For  the  purposes  of  tliis  act  the  Commission  may.  whenever  it  deems 
it  expedient,  enter  and  insi)ect  any  pnl)lic  institution.  fact;>ry,  wrkslio]).  or 
mine,  and  n^r'v  eni]»'ov  <me  or  mon»  c:'miict<'^!t  c>.i>c:ts  to  cxaiuiMc  ace  nuts. 
iKKiks,  or  otiicial  reports,  or  to  cxamifie  and  report  on  any  ni;'.tt(M-  nr« ferial  to 
the  investigation  in  which  such  examination  and  rejKjrt  may  he  deemed  of  sub- 
stantial assistance. 

Sec.  7.  Having  made  such  investigation  and  elicltcMl  such  Information  of  all  the 
facts  ci>nno<'t€Ml  with  the  controversy  into  wlii<h  they  were  app  anted  to  inquire. 
the  Commission  shall  fonnulate  its  rei)ort  thereon.  ?ettimr  fortli  the  cau-Jc-^  of 
the  same.  lo<*ating,  so  far  as  may  he,  the  res|H)nsil>ility  tlHMeft»r.  and  making 
such  speciflc  recommendations  as  shall  in  its  judgment  put  an  end  to  such  con- 
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troversy  or  disturbance  and  prevent  a  recurrence  thereof,  suggesting  any  legis- 
lation wliicli  tlie  case  may  seem  to  require. 

Sec.  8.  The  report  of  such  Commission  shall  forthwith  be  transmitted  to  the 
President  and  by  him  communicated,  together  with  such  portions  of  the  evi- 
dence elicited  and  any  comments  of  further  recommendation  he  may  see  fit  to 
make,  to  the  principal  parties  responsible  for  the  controversy  or  involved 
therein ;  and  the  papers  shall  be  duly  transmitted  to  Congress  for  its  informa- 
tion and  action. 

Sec  9.  The  Commission  may  from  time  to  time  make  or  amend  such  general 
rules  or  orders  as  may  be  deemed  appropriate  for  the  order  and  regulation  of 
its  investigations  and  proceedings,  including  forms  of  notices  and  the  service 
thereof,  which  shall  conform  as  nearly  as  may  be  to  those  in  use  in  the  courts 
of  the  United  States. 

Sec.  10.  The  President  is  authorized  and  empowered  to  fix  a  reasonable  com- 
pensation to  be  paid  to  the  members  of  the  Commission  from  the  Treasury  at 
such  times  and  in  such  manner  as  he  shall  direct.  The  Commission  shall  have 
authority  to  employ  and  fix  the  comi)ensation  of  such  employees  as  it  may  find 
necessary  to  the  proper  i)erforn]ance  of  his  duties,  subject  to  the  approval  of 
the  Secretary  of  the  Interior. 

The  Commission  shall  be  furnished  by  the  Secretary  of  the  Interior  with 
suitable  offices  and  all  necessary  office  supplies.  Witnesses  smnmoned  before 
the  Commission  shall  be  paid  the  same  fees  and  mileage  that  are  paid  to  wit- 
nesses in  the  courts  of  the  United  States. 

All  of  the  expenses  of  the  Commission,  including  all  nece^sarj'  expenses  for 
transportation  incurred  by  the  Conunissionors  or  by  their  employees  under 
their  orders,  in  making  any  investigation  under  this  act,  shall  be  allowed  and 
paid  on  the  presentation  of  itemized  vouchers  therefor  approved  by  the  chair- 
man of  the  Commission  and  the  Secretary  of  the  Interior. 

Sec  11.  No  C^ommission  appointed  under  this  act  shall  continue  for  a  period 
of  over  three  months  from  the  date  of  the  ai)pointnient  thereof,  unless  at  any 
time  before  the  expiration  of  such  period  the  President  shall  otherwl.se  order. 


Boston,  Mass.,  December  10,  1906. 

My  Dear  Sir:  I  have  to  acknowledge  the  receipt  of  your  favor  of  the  7th 
instant,  inclosing  a  copy  of  House  bill  No.  10840. 

You  suggest  my  apiHJ/irance  before  your  committee  on  Friday  next  in  connec- 
tion with  this  measure. 

Other  engagements  will  make  it  impracticable  for  me  to  be  in  Washington  at 
the  date  named.  Neither,  should  I  appear  before  the  committee,  could  I  do 
more  than  take  up  its  time,  which  I  do  not  doubt  is  otherwise  fully  and  more 
advantageously  occupied.  Everything  I  have  had  to  say  in  this  matter  I  have 
put  forward  as  clearly  as  I  know  how  in  a  pai>er  submitted  two  or  three  years 
ago  to  the  Civic  Federation.  Copies  of  that  paper  I  now  Inclose,  one  for  each 
member  of  your  committee. 

Did  I  appear  before  it,  I  could  only  repeat  what  I  have  herein  suggested. 

I  will  merely  add  that  the  measure  suggested  failed  to  commend  itself  to 
either  Mr.  Gompers  or  Mr.  Mitchell  of  the  labor  organization.  Their  objec- 
tion to  it  was  tliat  tliey  thought  it  tended  in  the  ultimate  direction  of  what  they 
called  *'  compulsorj'  arbitration ;"  and.  in  any  event,  it  was  calculated  to  reduce 
the  present  industrial  chaos  into  a  certain  degree  of  order,  a  result  which  they 
did  not  regard  with  favor.  The  upshot  of  the  discussion  which  took  place  at 
the  time  the  bill  was  pres(»nted  left  a  very  \m favorable  impression  on  my  mind. 
I  was  distinctly  led  to  believe  that  the  labor  organizations,  for  purposes  of  their 
own,  were  very  unwilling  to  see  any  measure  introduced  which  was  likely  in 
any  way  to  discourage  strikes  or  complications. 

I  remain,  etc.,  CHAMiEis  F.  Adams. 

Hon.  Chables  E.  Town  send,  M.  C, 

Washingtoiu  D.  C. 

P.  S. — I  have  mailed  the  copies  of  the  document  referred  to,  one  for  each 
member  of  the  committee,  to  your  address  under  a  separate  cover. 
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Committee  on  Interstate  and  Foreign  Commerce, 

Wednesday,  January  16, 1907. 

The  committee  met  this  day  at  10.30  o'clock  a.  m.,  Hon.  William 
P.  Hepburn  in  the  chair. 

The  Chairman.  Are  your  people  ready,  Mr.  Townsend  ? 

Mr.  Townsend.  I  invited  Mr.  Garfield  and  Mr.  Neill  to  be  here 
this  morning,  at  the  suggestion  of  the  committee,  and  they  are  both 
here.  I  understand  that  it  is  desired  that  some  questions  be  asked 
of  Mr.  Neill,  but  if  Mr.  Garfield  wishas  to  make  nis  statement  first 
we  will  be  glad  to  hear  him. 

Mr.  Garfield,  have  you  looked  over  House  bill  10840 — the  bill 
which  provides  for  the  investigation  of  controversies  affecting  inter- 
state commerce,  and  for  other  purposes? 

STATEMEirr   OF  MB.  JAMES  B.   OABFIELD,  COMMISSIONEB  OF 
COBPOBATIONS,  DEPABTMENT  OF  COMMEBCE  AND  LABOB. 

Mr.  Garfield.  Yes,  sir ;   I  have  looked  it  over. 

Mr.  Townsend.  ^Vhat  have  you  to  say,  Mr.  Garfield,  with  reference 
to  this  bill,  as  to  the  necessity  for  such  a  measure  as  this?  I  would 
prefer  that  vou  take  your  own  way  of  stating  anything  you  have  to 
say  with  rererence  to  the  bill. 

Mr.  Garfield.  Telling  you  generally  about  it,  the  chief  value,  to 
my  mind,  of  this  measure  or  any  measure  similar  to  it  is  that  it 
would  give  to  the  public,  through  a  duly  accredited  set  of  oflScials, 
the  full  facts  about  any  special  controversy  of  that  character.  I  do 
not  find,  from  the  study  I  have  made  in  a  general  way  of  these  meas- 
ures, that  an  attempt  to  compel  arbitration  is  valuable,  and  that  is 
not  required  by  this  measure,  as  I  understand  it.  But  whenever  the 
public  at  large  has  all  the  facts  bearing  on  any  special  conditions, 
such  as  are  contemplated  by  that  measure  to  be  considered  by  the 
proposed  commission,  with  those  facts  in  view  a  proner  public  senti- 
ment and  opinion  is  very  readily  formed  and  crystallized,  and  if  the 
case  is  urgent  enough  it  may  result  in  legislative  action. 

On  the  other  hand  the  mere  fact  of  publicity — all  the  people  on 
both  sides  being  required  to  state  exactly  what  their  contentions  and 
claims  may  be,  and  what  the  conditions  are — would  have  the  effect  of 
clearing  the  air  enormously,  and  of  making  it  possible  for  the  parties 
themselves  to  get  a  clear  understanding  or  what  the  conditions  are; 
and  from  that  clear  understanding  very  often,  I  believe,  a  settlement 
would  be  effected  without  any  further  action  whatever.  And  if  a 
commission  of  that  kind  should  conduct  its  inquiries  quickly  and 
intelligently,  free  from  unnecessary  detail  and  technicality,  I  believe 
that  in  a  great  many  cases  they  would  get  the  parties  face  to  face  in 
such  a  fashion  as  to  make  possible  the  settlement  of  their  differences. 

Of  course,  that  would  not  by  any  means  always  result,  but  from  the 
work  of  the  Bureau  of  Corporations  I  have  found  just  this,  that  as  I 
have  gotten  men  in  my  office  or  in  their  offices  and  learned  from  them 
the  true  conditions  regarding  their  own  business,  and  talked  with 
them  regarding  the  general  conditions  of  business,  that  knowledge, 
together  with  what  I  have  learned  from  other  sources,  has  wiped  out 
oiexistence  a  neat  many  misunderstandings. 

You  taiow  mat  men  very  naturally  are  looking  primarily  to  their 
own  side  of  a  question,  and  the  question  of  seli-mterost  is  usually 
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iipjx»rinost.  and  their  own  point  of  view  is  the  view  that  dominates 
their  thou^i^ht  verj^  much,  and  they  have  not  had  time  or  opportunity 
to  look  into  it  from  the  other  man's  point  of  view;  but  ir  the  ma- 
chinery is  afforded  of  getting  at  the  other  man's  point  of  view  and 
presenting  it  dispassionately,  without  (juestion  it  is  a  very  effective 
means  of  settling  disputes  of  that  character. 

I  am  aware,  Mr.  Chairman,  that  this  is  a  very  general  statement, 
and  I  am  simply  giving  it  as  a  result  of  the  experience  I  have  picked 
up  in  tlie  last  few  years,  and  of  my  knowledge  of  machinery  of  this 
kind  which  may  be  provided  by  the  Federal  Government. 

Mr.  TowxsKND.  What  do  you  say,  Mr.  (iarfield,  as  to  whether  in 
your  opinion  a  provision  such  as  is  carried  in  this  bill  with  reference 
to  the  President's  power  to  appoint  a  commission  would  be  used  on 
every  occasion,  whenever  there  was  a  disturbance  between  an  em- 
pl()y(»r  nnd  employees,  wlietlier  it  W{)<  large  or  smiill  i 

Mr.  (tarfield.  T  think  the  mere  fact  that  sucli  a  cxnnmission  may 
be  appointed  would  very  often  have  the  influence  of  impelling  men 
to  settle  their  differences  before  there  would  be  occasion  for  such 
an  investigation  as  that  which  would  be  made  by  the  commission. 
On  the  other  hand,  it  might  in  certain  cases  stimulate  requests  for 
investigation,  and  that  is  where  the  discretion  of  the  Executive 
would  have  to  be  exercised  very  wisely,  to  see  to  it  that  commissions 
were  not  appointed  for  petty  disturbances,  and  that  trivial  matters 
were  not  brouglit  before  the  conunission,  or  rallier  that  the  com- 
mission should  not  be  organized  for  the  purpose  of  considering 
merely  trivial  differences,  but  that  it  would  be  an  efficient  engine  to 
use  in  cases  of  disturbances  of  magnitude. 

The  Chairman.  Mr.  (iarfield,  you  spoke  with  approval  of  volun- 
tary arbitration.  Do  you  think  that  this  bill  provides  for  voluntary 
arbitration? 

Mr.  (lARFiELU.  I  think,  as  1  understand  it,  that  the  bill  does  not 
provide  for  arbitration  in  the  sense  of  the  conmiission  reaching  any 
conclusion  that  would  be  binding  upon  tlie  ])arties.  It  provides  for 
the  compulsory  attendance  of  witnes*<os,  witliout  doubt,  and  it  pro- 
vides for  the  compulsory  giving  of  evidence  regarding  the  facts. 
It  is  not  an  arbitration  measure  in  tlie  sense  that  the  commission 
reaches  a  conclusion  which  could  in  any  sense  be  binding  upon  the 
parties. 

The  Chairman.  What  would  be  the  ol)jectiou.  in  your  niind,  to 
such  legislation  as  would  enforce  the  decrees  or  findings  of  a  board  of 
arbitration? 

Mr.  (lARiiELi).  I  am  somewhat  at  a  loss  to  answer  that  (juestion, 
Mr.  Chairman,  for  this  reason:  The  chanicter  of  questions  to  be  sul)- 
mitted,  if  I  recall  tho  wording  of  this  bill,  would  be  very  broad. 
There  would  be  no  limitation  as  to  ihe  (juestions  to  be  submitted, 
and  there  might  be  very  serious  difficulty.  If  the  conunission  at- 
temi)ted  lo  enforce  or(l(Ms  res>ar(ling  certain  kinds  of  (]iie-tion  that 
might  arise,  it  might  involve  the  conunission  in  the  exercise  of  powers 
which  really  could  not  1k'  enforced;  and  with  my  present  knowledge 
regarding  the  scope  or  the  character  of  questions  to  be  submitted  I 
should  he>itaio  to  exj)re-^s  a  favorable  view  to  giving  a  commission 
so  organized  the  ]X)wer  to  enforce  its  findings. 

The  CnAHniAN.  What   would  be  the  ditlicultv,  in  vour  mind,  as 
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presented  to  your  mind,  of  enforcing  the  findings  of  a  board  of 
arbitration  ? 

Mr.  Garfield.  Some  of  the  questions,  I  can  conceive,  might  more 
properly,  very  properly,  be  subject  to  State  laws.  For  example,  tbe 
que^stion  of  hours  of  labor,  questions  of  wages,  questions  pertaining 
to  sanitary  conditions  of  the  shops  and  conditions  of  safety  appli- 
ances, and  matters  of  that  kind,  which  are  not  definitely  under  inter- 
state coinmerce,  but  which  might  be  connected  with  it  from  the 
manufacturing  side.  The  commission  might,  as  to  those  questions, 
reach  a  very  different  conclusion  from  that  reached  by  the  legislature 
of  a  State  in  which,  for  example,  the  manufacturing  corporation 
is  operating,  and  if  it  is  attempted  to  enforce  a  finding  contrary  to 
the  State  laws  I  can  conceive  that  there  would  be  very  serious  diffi- 
culty and  conflict  as  between  two  jurisdictions. 

3Ir.  Escii.  In  your  opinion,  would  it  be  better  to  appoint  a  per- 
jnanent  commission  or  to  have  counnissions  appointed  to  meet  every 
exigency  as  it  arises  ? 

Mr.  GrARriELD.  I  think  special  commissions  would  be  better  than  a 
l>ermanent  one.  AVe  have  under  the  statute  a  provision  for  a  l)()ard 
of  arbitration  which,  as  T  understand  it,  has  never  been  effectively 
nsed.  No:  I  thought  it  had  never  Ikh^u  used,  but  I  am  advised  tliat 
there  were  two  c.ises  in  which  it  was  used,  although  T  do  not  know 
what  they  are. 

Mr.  Adamson.  You  think  publicity  would  clear  a  few  or  maybe  all 
situations,  both  Federal  and  State,  and  you  think  this  bill  ^^^)uld  be 
valuable  l)ec;uise  of  the  information  which  would  be  elicited? 

Mr.  Garfikld.  Yes:  that  is  the  principal  effect. 

Mr.  RicnAKDsox.  As  I  understand  you,  Mr.  (Tarfield,  the  commis- 
sion would  create  public  opinion  by  which  the  parties  would  be  in- 
duced to  abide  by  the  award  of  the  coniniission  ? 

Mr.  Garfield.  It  would  afford  facts  upon  Avhich  the  public  opinion 
might  be  based. 

Mr.  Adam  SON.  It  might  establish  a  change  of  regulations  in  the 
future  ? 

Mr.  Garfield.  Yes,  sir. 

Mr.  KiriiARDSox.  You  say  that  the  connnissicm  would  create  a  i)ub- 
lic  opinion  to  such  an  extent  that  the  parties  would  al)ide  by  the 
award  ? 

Mr.  Garfield.  Yes.  The  parties  themselves  might  jigree  that  they 
would  abide  by  the  result  of  the  commission. 

Mr.  BiRKE.  Is  it  your  opinion,  Mr.  Garfield,  that  this  law  should 
be  api)Iied  in  a  case  where  the  parties  to  it  were  simply  manufacturing 
cori)oratioiis  on  the  one  side  and  em])l()yees  on  the  other,  regardless 
of  any  intei^state  institutions  or  considerations^ 

Mr.  Garfieia).  I  think  it  would  not  be  possible  to  compel  the  at- 
tendance of  witnesses  unless  the  action  of  the  commissi(m  was  based 
upon  the  proposition  that  they  were  engaged  in  interstate  connnerce. 

Mr.  Adamson.  Is  tliere  any  manufacturing  enterprise  anywhere 
in  this  country  that  is  not  engaged  in  interstate  connnerce^ 

Mr.  Garfield.  Very  few  indeed. 

Mr.  Stevens.  You  have  had  much  experience  in  your  Bureau  con- 
cerning the  investigation  of  the  affairs  of  corporations.  Now,  under 
section  6  of  this  bill,  where  authority  is  given  to  enter  and  inspect 
institutions  and  workshops  and  mines,  and  examine  the  accounts 

Mr.  Townsend.  That  is  stricken  out. 
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Mr.  Ste\t:n8.  Then  in  that  case  I  will  not  interrogate  you  further 
on  that  line. 

Mr.  Mann.  Is  it  not  yonr  idea,  Mr.  Garfield,  that  the  effect  of  this 
bill  would  be  to  enforce  public  opinion  when  the  board  of  arbitration 
had  reported  ? 

Mr.  Garfield.  I  believe  that  would  be  one  of  the  chief  effects  or 
results  of  the  measure,  Mr.  Mann. 

Mr.  Mann.  That  is,  that  the  lash  or  whip  of  public  opinion  would 
force  the  side  which  still  might  believe  itself  to  be  right  to  yield,  be- 
cause of  the  effect  upon  the  public? 

Mr.  Garfield.  Yes. 

Mr.  Mann.  Is  it  not  quite  probable  that  public  opinion  may  have 
been  formed  before  the  commission  is  appointed,  and  that  in  times  of 
political  excitement  or  campaigns  a  board  of  arbitration  might  be 
appointed  to  yield  to  public  opinion? 

Mr.  Garfield.  It  is  quite  possible. 

Mr.  Manx.  Is  it  likely,  in  a  time  of  some  excitement — in  a  cam- 
paign, for  instance,  and  an  excitement  over  a  strike — that  a  President 
who  was  a  candidate  for  reelection  would  dare  appoint — an  ordinary 
President;  I  am  not  referring  to  our  present  President,  for  he  dare 
do  anything — ^would  dare  appoint  a  commission,  regardless  of  public 
opinion,  to  make  a  report  without  considering  what  public  opinion 
already  was,  and  that  it  might  defeat  him  for  reelection  ? 

Mr  Garfield.  Of  course  it  is  impossible  to  give  a  direct  answer 
to  thatP;  but,  I  think,  Mr.  Mann,  just  this,  that  any  great  power 
which  may  be  used  benefically  is  likewise  liable  to  misuse,  and  I  am 
never  afraid  of  a  great  power  being  granted  because  of  the  possi- 
bility of  its  misuse. 

Mr.  Manx.  We  see  so  often  cases  of  misuse  of  power  by  the 
administrative  branch  that  we  are  afraid  of  it. 

Mr.  Adamson.  You  have  seen  little  boys,  street  gamins,  get  ahead 
'of  a  parade,  but  while  they  were  physicallv  ahepd  of  the  parade, 
they  were  not  really  leading  the  parade,  but  following  it? 

Mr.  Garfield.  I  can  see  that  what  Mr.  Mann  suggests  might 
happen,  and  I  remember  that  when  the  Bureau  of  Corporations  was 
organized  much  the  same  argument  was  expressed  agjainst  that. 

Mr.  Mann.  We  created  the  Bureau  of  Corporations  here  in  this 
committee,  and  there  was  no  such  argument  made,  that  I  heard, 
against  it. 

Mr.  Garfield.  It  has  cei-tainly  been  urged  in  public  since  that. 

Mr.  Mann.  Since  that  ?  ■ 

Mr.  Garfield.  Yes ;  and  at  the  time  of  its  organization,  too. 

Mr.  Mann.  You  have  recommended  that  all  these  corporations 
doing  interstate-commerce  business  shall  be  required  to  take  out  a 
license  from  the  General  Government,  as  I  understand  it  ? 

Mr.  Garfield.  Yes. 

Mr.  Mann.  Is  not  this  right  along  the  same  line? 

Mr.  Garfield.  Very  much  the  same.  It  is  affording  still  greater 
knowledge  on  the  part  of  the  Federal  Government  upon  which,  if 
Congress  saw  fit  to  authorize  the  license  system,  such  a  license  system 
could  be  more  intelligently  enforced  and  operated. 

Mr.  Richardson.  Don't  you  think  that  this  language  in  this  bill — 

A  controversy  concerning  wages,  hours  of  labor,  or  conditions  of  employment 
shall  arise  between  an  employer  being  an  Individual — 
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is  very  broad  ?    Don't  you  think  so  ? 

Mr.  Garfield.  Without  doubt  it  is. 

Mr.  Richardson.  Don't  you  believe  that  language  ought  to  go  out 
of  this  bill  ?     Doesn't  it  give  too  much  authority  entirely  ? 

Mr.  Garfield.  I  think  this  is  perfectly  true,  that  the  interstate- 
commerce  clause  deals  with  individuals  quite  as  much  as  with  cor- 
porations, and  it  is  still  a  question  for  Congress  to  determine  how  far 
and  how  rapidly  they  desire^  to  extend  the  affirmative  power  of  the 
Federal  Government  over  interstate  commerce. 

Mr.  Sichardson.  The  provisions  of  this  bill  would  affect  all  inter- 
state commerce? 

Mr.  Garfield.  Yes. 

Mr.  KicHARDSON.  You  could  think  of  things  of  that  kind  where  the 
situation  could  occur  with  individuals  only,  and  yet  the  discretion  and 
power  to  use  this  great  machinery  is  left  in  tha  hands  of  one  man? 

Mr.  Garfield.  Yes. 

Mr.  Adamson.  Everything  in  the  way  of  business  that  crosses  a 
State  line  is  interstate  commerce,  w^hether  it  is  an  ox  cart  or  a  foot 
pedal.  The  question  is,  AVhat  detail  of  origination  and  invention 
shall  we  carry? 

Mr.  Garfield.  I  have  always  recommended  in  my  reports  that  the 
first  step  along  the  line  of  license  shall  be  applied  to  corporations. 
There  are  certain  instances,  it  is  true,  where  individuals  are  doing 
an  enormous  business,  but  they  are  an  exception  to-day,  and  for  my 
own  part  I  believe  it  is  wiser  to  extend  the  power  of  the  operations 
of  the  Federal  Government  over  the  corporations  first  than  to  in- 
clude all  individuals  in  the  same  act.  But  that  is  a  matter  of  indi- 
vidual opinion. 

Mr.  EscH.  This  bill  authorizes  the  commi.ssion  so  appointed  to 
recommend  remedial  legislation.  In  vour  opinion  is  that  an  ad- 
vantage or  a  disadvantage,  in  view  of  the  fact  that  that  recommenda- 
tion for  legislation  might  be  out  of  harmony  wuth  existing  State  law? 

Mr.  Garfield.  That  would  be  for  the  members  of  each  commission 
to  see  to — how  far  they  ought  to  make  recommendations  of  that 
kind;  and  I  can  see  no  disadvantage  in  authorizing  the  report  to 
Congress  of  their  recommendations.  There  again  it  would  be  for 
Congress  to  determine  how  far  they  would  seek  by  Federal  legisla- 
tion to  affect  conditions  that  are  now  controlled  by  State  legislation. 
The  principal  subject  that  would  be  so  touched  w^ould  be  what  comes 
under  the  definition  of  police  powers. 

Mr.  EscH.  If  that  sentiment  was  strong  enough,  then  it  uiight 
result  in  a  change  of  a  State  law^  ? 

Mr.  Garfield.  It  might  very  readily. 

Mr.  Mann.  We  have  pending  here  before  us  a  proposition  to 
mvestigate  child  labor — ^in  the  House  of  Representatives — and  a 
proposition  to  investigate  the  subject  of  the  labor  of  women  in  indus- 
trial emplovments,  and  a  proposition  to  investigate  the  length  of 
hours  of  labor  in  different  parts  of  the  countrv,  and  so  forth  and 
so  on.  Now,  would  it  be  possible  under  this,  if  the  Administration 
desired  to  appoint  a  commission  to  investigate  a  subject,  to  take  ad- 
vantage of  any  little  strike  somewhere  and  appoint  a  commission 
which,  in  order  to  arrive  at  a  conclusion  in  that  case,  would  feel  that 
it  was  necessary  to  investigate  the  whole  subject-matter  without  the 
direct  authorization  of  Congress? 
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Mr.  Garfii:i.d.  I  do  not  see  anything  in  the  bill  that  states  the 
exact  scope  of  the  questions  that  might  arise.  That,  necessarily, 
as  I  understand,  in  this  measure  is  left  to  the  discretion  of  the  Presi- 
dent and  the  Commission,  and  it  is  quite  true  that  there  might -be 
what  you  call  a  fictitious  case  presented  if  an  Administration  saw 
fit  to  attempt  to  make  an  investigation  of  that  kind. 

Mr.  Mann.  AVould  it  not  be  quite  probable,  in  the  event  that  some 
case  did  arise  somewhere  involving  any  of  these  questions,  that  in 
order  to  settle  that  particular  case,  and  possibly  to  present  recom- 
mendations to  Congres-s,  the  Commission  would  not  only  feel  it 
desirable  but  necessary  to  investigate  that  whole  subject-matter? 

Mr.  Garfield.  If  necessary  I  think  thev  ought  to  make  the  investi- 
gation. If  it  were  a  (juestion  of  desirability,  that  would  have  to  be 
left  to  their  discretion. 

Mr.  Manx.  So  that-a  bill  like  this  might  start  half  a  dozen  ccmnnis- 
sions  into  l)eing  to  investigate  any  subject  in  connection  with  manu- 
facturing or  labor? 

Mr.  Garfield.  If  there  were  difficulties  between  employers  and  em- 
ployees. 

Mr.  Mann.  Of  course  there  are  always  difficulties  somewhere. 

The  Chairman.  Suppose  that  condition  described  in  section  1  of 
this  bill  exists.  Does  not  the  Bureau  of  Corporations  under  the 
present  law  have  the  power  to  do  everything  in  the  direction  of  secur- 
ing publicity  that  is  provided  for  in  this  bill? 

Mr.  Garfield.  As  far  as  corporations  are  concerned,  without  doubt 
it  has. 

The  Chairman.  So  that  by  this  bill  we  are  only  enlarging  the  law 
to  make  it  api)licable  to  the  condition  that  involves  an  individual  or 
a  partnership  as  a  manufacturer? 

Mr.  Garfikld.  Yes;  so  far  as  the  Bureau  of  Corporations  is  con- 
cerned, yes;  so  far  as  the  possibility  of  that  l)eing  done,  no.  It 
would  be  utterly  impossible,  with  the  general  investigation  of  indus- 
tries tliat  is  being  made  for  the  Bureau,  to  undertake  special  investi- 
gations of  the  character  contemplated  by  this  bill. 

Mr.  Adaalson.  Strikes  and  disturbances  are  exceedingly  rare  in 
the  cases  of  individual  employers,  are  they  not  ? 

Mr.  Garfield.  I  am  not  positive  as  to  that. 

Mr.  Ada^ison.  They  generally  occur  in  large  corporations? 

The  Chairman.  Following  out  that  line  of  questions,  what  is  there 
lacking  in  the  j)resent  law  that  in  any  way  sto])s  or  checks  or  limits 
the  power  of  investigation  on  the  part  of  the  Commissioner  of  Cor- 
porations? 

Mr.  Garfield.  Nothing  whatever. 

The  Chairman.  lie  could  make  under  the  present  law  a  full  and 
complete  investigation  of  the  situati(m  described  in  section  1  of  this 
bill? 

yiv.  Garfield.  I  have  no  doubt  of  it. 

The  CiiAuniAN.  So  far  as  it  applied  to  a  corporation? 

Mr.  Garfield.  So  far  as  it  applied  to  the  control,  management,  and 
conduct  of  corporations. 

The  CiiATRALVN.  Do  you  think  the  report  of  a  special  commission 
appointed  for  a  specific  purpose  would  have  a  greater  influence  in 
forming  correct  public  opinion  in  regard  to  a  dispute  than  the  accom- 
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plished,  efficient,  experienced  officers  that  are  appointed  under  the 
interstate  commerce  law  would  have? 

Mr.  (jarfieu).  So  far  as  the  corporate  end  of  it  is  concerned,  I 
think  there  would  be  little  or  no  difference  between  them.  Probably 
the  report  of  the  Commissioner  of  Corporations  would  have  more 
weight  than  the  report  of  a  special  conmiission,  if  the  office  were 
I>roperly  organized.  On  the  other  hand,  this  bill  deals  with  the 
labor  question  from  the  labor  side  of  it,  and  involves  investigations 
into  mattei-s  in  which  the  Bureau  of  Colorations  can  not  make  its 
investigations  with  the  same  degree  of  efficiency,  because  of  its  lack 
of  knowledge  of  this  business,  as  could,  for  example,  Mr.  Neill,  of 
the  Bureau  of  Labor,  or  a  special  commission  whose  members  w^ould 
supposedly  have  qualifications  for  the  determination  of  matters  affect- 
ing more  directly  than  they  do  the  corporate  organizations. 

The  Chairman.    Now  in  that  same  Department  there  is  a  Com- 
missioner of  Labor,  is  there  not? 
jMr.  Garfield.  There  is. 

The  (^HAiRMAN.  He  would  have  jurisdiction  over  the  labor  side 
of  a  controversy  such  as  is  descril:)ed  in  s(H'tion  1,  would  he  not? 

ifr.  (tarfieli).  In  so  far  as  oblaining  information  would  go,  he 
would.     I  do  not  recall  the  exact  scope  of  his  f  imctiOns. 

ITie  Chairman.  As  to  obtaining  information  and  giving  publicity 
to  the  facts? 

Mr.  (lARFiELD.  Yes. 

The  Chairman.  Then  is  it  your  opinion  that  the  benefits  to  be 
derived  from  this  legislation  would  consist  of  the  extension  of  the 
authority  of  this  act  under  the  Government  to  cases  of  individuals 
aod  copartnerships  and  associations,  as  distinguished  from  corpora- 
tions? 

Mr.  Garfield.  Yes;  in  this  sense,  that  it  affords  another  agency 
for  the  dealing  with  particular  instances. 

The  Chairman.  Well,  from  that  there  would  be  no  benefit,  w^ould 
there  be,  or  if  there  would  be,  what  would  it  be,  in  multiplying 
agencies,  if  we  now  have  an  agent  with  the  ability  as  to  time  and 
opportnnity  to  make  the  investigation  ? 

Mr.  Garfield.  If  there  were  already  an  agency  that  had  the  time 
and  the  funds,  there  certainly  would  be  no  need  of  establishing  an- 
other. 

The  Chairman.  Have  we  that  a^ncy  now  ? 

Mr.  Garfield.  I  think  not.  I  think  that  the  Commissioner  of  Cor- 
porations could  not,  with  the  work  now^being  carried  on  and  with  the 
appropriations  at  his  disposal,  by  any  possibility  attempt  to  conduct 
a  special  investigation  of  a  great  strike. 

Mr.  Adamaon.  Mr.  Chairman,  I  do  not  desire  to  interrupt  your 
line  of  questions,  but  just  there  he  repeated  the  same  thing,  and  I 
wish  to  call  your  attention,  as  well  as  his,  to  it :  That  it  seems  to  be 
the  idea  of  Mr.  Garfield  that  the  authority  of  the  Commissioner  of 
Corporations  to  investigate  is  limited  to  the  fact  that  wages  and 
strikes  and  laborers  are  involved.  I  would  like  to  ask  him  whether 
his  jurisdiction  over  corporations  does  not  involve  the  right  to  inquire 
into  all  incidents  and  elements  that  those  corporations  deal  in,  includ- 
ing labor? 

Mr.  Garfield.  There  is  no  doubt  about  that. 
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The  Chairman.  Here  is  a  condition  that  is  described  in  the  first 
section  of  the  bill :  The  commerce  of  the  United  States  is  interrupted. 
In  the  investigation  of  that  matter  would  you  not  have  the  right, 
as  Commissioner  of  Commerce,  without  regard  to  questions  of  labor — 
although  questions  of  labor  were  involved  also — to  investigate  that 
matter  and  give  publicity  to  the  causes  of  that  interruption  ? 

Mr.  Garfield.  I  have  no  doubt  but  that  that  can  be  done  by  the 
Commissioner  of  Corporations. 

The  Chairman.  And  in  that  way  bring  about  or  exert  this  moral 
influence? 

Mr.  Garfielx>.  I  have  no  doubt  that  can  be  done  under  the  law. 

The  Chairman.  Under  the  law  to-day? 

Mr.  Garfield.  Yes. 

Mr.  Wanoer.  Are  there  appropriations  sufficient  available  for  that 
purpose  ? 

Mr.  Garfield.  There  would  not  be. 

Mr.  Mann.  Is  it  not  just  as  easy  for  Congress  to  appropriate  for 
the  Bureau  of  Corporations  as  it  would  be  to  aj)propriate  in  some 
other  way  ? 

Mr.  Garfield.  Yes;  but  the  question  ther<e,  Mr.  Mann,  would  be 
this :  That  it  would  be  quite  beyond  the  physical  possibility  or  ability 
of  one  man  to  attempt  to  hold  hearings  or  make  investigations  of 
the  many  cases  of  strikes  or  differences  between  employers  and  em- 
ployees. 

Mr.  Mann.  The  Commissioner  of  Corporations,  I  take  it,  does  not 
do  all  the  work  in  that  Department? 

Mr.  Garfield.  Under  the  law  there  are  just  two  officers  authorized 
to  conduct  hearings.    Those  are  the  Commissioner  and  his  deputy. 

Mr.  Mann.  Only  two  officers  authorized  to  take  testimony;  but 
you  have  done  that.  You  have  made  many  investigations,  but  thus 
lar  you  have  never  invoked  that  part  of  the  law. 

Mr.  Garfield.  I  beg  pardon ;  we  have. 

Mr.  Mann.  In  what  cases? 

Mr.  Garfield.  I  have  done  so  in  the  oil  cases. 

Mr.  Mann.  But  it  has  been  invoked  very  little  and  very  seldom. 

Mr.  Garfield.  Not  very  much. 

Mr.  Mann.  You  have  usually  operated  under  the  general  authority 
through  other  officials? 

Mr.  Garfield.  It  was  simply  because  the  people  concerned  made 
no  opposition.  When  you  come  to  parties  in  controversy  then  the 
parties  will  not  come  until  they  have  to. 

Mr.  Mann.  Do  you  think  we  will  have  enough  controversies  in  the 
United  States  so  that  the  deputy  or  the  Commissioner  himself  could 
not  have  a  hearing  occasionally  and  exercise  that  authority  ^ven  in 
that  part  of  the  law  that  has  not  been  exercised  two  weeks  since  the 
law  went  into  force? 

Mr.  Garfield.  The  Commissioner  or  his  deputy  have  not  been  sit- 
ting by  idly  waiting  for  opportunities. 

Mr.  Mann.  The  work  done  by  the  deputy  can  just  as  well  be  per- 
formed by  some  one  else.  Let  him  perform  the  functions  that  he 
can  perform.    Would  not  that  be  practicable? 

Mr.  Garfield.  It  would  be  under  certain  circumstances. 

Mr.  Adamson.  I  believe  you  sanction  the  idea  that  the  exercise  of 
this  power  would  discourage  wrongdoing  and  give  less  reason  for 
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these  investigations.  If  that  doctrine  applies,  there  will  be  time  to 
ask  for  help  when  you  are  crowded. 

Mr.  Garfield.  You  could  not  tell  until  you  tried  it. 

Mr.  Mann.  Do  you  have  any  occasion  to  exercise  the  authority  now 
conferred  upon  the  Commissioner  and  the  Deputy  Commissioner  of 
Corporations? 

Mr.  Garfield.  I  have. 

Mr.  Mann.  In  case  of  any  controversy  between  a  corporation  and 
its  employees  over  wages  or  hours,  or  anything  of  that  sort? 

Mr.  Garfield.  No,  sir;  we  have  not. 

Mr.  Richardson.  Now,  Mr.  Garfield,  is  it  not  a  fact  that  under  the 
publicity  or  publication  provision  of  the  law  creating  the  Department 
of  Comhierce  and  Labor  you  have  authority  to  do  this;  that  the 
Conunissioner  of  Corporations  has  this  authority  to  investigate  any 
matter,  for  instance,  in  the  nature  of  a  strike,  and  to  employ  all  the 
facilities  and  necessary  aids  that  he  desires  to  make  a  thorough  in- 
vestigation to  find  out  those  facts,  what  thev  are,  and  to  submit  them 
to  tiie  President  of  the  United  States,  and  that  he  has  got  the  author- 
ity to  suppress  any  of  the  facts  under  that  publication  section  that  he 
pleases,  and  publish  the  others?  Now,  what  additional  help  or  aid 
m  the  matter  of  investigation  under  this  bill  would  you  have  more 
than  you  have  now  under  the  proposed  law,  in  that  seventh  section  ? 

Mr.  Garfield.  I  have  no  doubt  but  that  under  the  law  as  it  now 
stands  either  the  President  or  Confess  or  the  Secretary  could  direct 
the  Bureau  of  Corporations  to  make  an  investigation  of  any  condi- 
tions that  arose  as  a  result  of  a  strike,  and  that, he  would  have  full 
authority  ta  obtain  all  the  facts. 

Mr.  Richardson.  And  submit  them  to  the  President? 

Mr.  Garfield.  Yes ;  and  submit  to  the  President. 

Mr.  Richardson.  And  the  President  has  the  right  to  suppress  or 
publish  the  facts,  as  he  pleases  ? 

Mr.  Garfield.  Undoubtedly. 

Mr.  Richardson.  What  other  authority  could  he  have  for  the  wel- 
fare and  advancement  of  the  country  beyond  that? 

Mr.  Ryan.  Might  not  the  Commissioner  of  Labor  act  in  the  same 
capacity  ? 

Mr.  Garfield.  I  do  not  recall  the  scope  of  the  authority  given  to 
the  Commissioner  of  Labor. 

Mr.  Mann.  My  recollection  is  that  it  is  even  broader. 

Mr.  Richardson.  Have  you  not  invoked  that  authority  yourself? 

Mr.  Garfield.  Not  so  far  as  it  affects  the  relations  between  capital 
and  labor. 

Mr.  Richardson.  But  you  have  authority  to  do  so  ? 

Mr.  Garfield.  Without  doubt  there  is  authority  to  make  exami- 
nations into  any  copartnership,  firm,  or  corporation.  The  authority 
exists  there,  without  doubt. 

Mr.  TowNSEND.  Would  you  have  authority  to  compel  the  attend- 
ance of  witnesses  in  investigating  the  labor  side  of  a  controversy  of 
that  kind? 

Mr.  Garfield.  If  it  affected  the  conduct  and  management  of  a  cor- 
poration we  would. 

Mr.  TowNSEND.  If  it  simply  affected  interstate  commerce  that  re- 
sulted from  a  strike  would  you  feel  authorized  under  the  authority 
given  you  to  investigate  a  case  of  that  kind? 
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Mr.  (tarfield.  It  would  depend  entirely  upon  each  instance  as  it 
arosje.  There  mi^ht  not  be  the  authority  if  it  arose  in  such  a  way  as 
not  to  affect  the  conduct  or  management  or  operation  of  the  corpora- 
tion. 

Mr.  TowNSEND.  The  Bureau  was  not  organized  with  the  idea  of 
investigating  strikes  that  did  not  directly  aflfcct  the  corporation  itself? 

Mr.  (tArfield.  Certainly  not. 

Mr.  Town  SEND.  It  was  not  intended  to  investigate  matters  result- 
ing from  a  strike  ih  which  the  corporation  people  were  not  directly 
interested? 

Mr.  (tarfield.  So  far  as  I  know,  that  is  right. 

Mr.  Mann.  But  the  law  did  contemplate  that  you  could  make  an 
investigation  of  that  kind. 

Mr.  (rARFiEU>.  I  may  say  it  would  affect  railroads  in  that  way. 

Mr.  Tow^NSEND,  I  am  getting  at  that.  You  have  not  anything  to 
do  with  railroads? 

Mr.  (tarfield.  No,  sir;  nor  any  other  common  carriers  covered  by 
the  interstate-commerce  law. 

Mr.  Mann.  There  would  l>e  a  question  about  the  express  com- 
panies ? 

Mr.  (tarfieij>.  As  I  understand  it,  they  were  included,  and  the 
Interstate  Commerce  Commission  is  now  exercising  authority  over 
them  under  the  recent  act. 

Mr.  Mann.  The  act  creating  your  Bureau  and  Department  was 
passed  at  a  time  when  it  was  held  that  they  Were  excluded,  and  I  take 
it  that  there  was  nothing  in  the  new  act  which  took  away  any  juris- 
diction that  you  had,  if  you  had  it. 

Mr.  TowNSEND.  Now  that  Mr.  Mann  has  brought  up  the  legal 
proposition,  I  want  to  ask  you  your  opinion  of  that.  Do  I  understand,, 
inasmuch  as  the  law  has  declared  express  companies  and  Pullman 
car  companies  to  be  common  carriers,  that  your  Bureau  of  Corpora- 
tions would  have  jurisdiction  over  them  now? 

Mr.  Garfield.  No  ;  I  think  it  would  not. 

Mr.  Richardson.  Is  it  not  a  fact,  Mr.  Garfield,  that  under  the  pub- 
licity clause  of  the  act  w^hich  created  the  Department  of  Commerce 
and  Labor,  the  President  of  the  United  States  has  the  right  to  sug- 
gest to  you  to  make  any  investigation  that  he  sees  proper  connected 
with  corporation  matters  ? 

Mr.  Garfield.  He  can,  and  either  House  of  CJongress  can, 

Mr.  Richardson.  And,  incidental  to  doing  that,  to  employ  any  per- 
sons you  deem  necessary  to  carry  out  those  suggestions  ? 

Mr.  Garfield.  Undoubtedly. 

Mr.  TowNSEND.  Do  you  think  the  President  has  any  authority  un- 
der the  law  to  ask  vour  Department  to  investigate  a  conunon  carrier  ? 

Mr.  Garfield,  ^o;  I  always  refer,  in  speaking  of  jurisdiction,  to 
the  jurisdiction  confered  upon  the  Bureau  of  Corporations. 

Mr.  TowNSEND.  I  understood  Mr.  Richardson  to  say  that  it  in- 
cluded railroads. 

Mr.  Richardson.  Under  the  publicity  clause  the  law  gives  the 
President  authority  to  suggest  to  the  Bureau  of  Corporations  any  in- 
vestigations that  he  thinks  proper  to  have  made  concerning  corpora- 
tion matters.  I  have  a  very  distinct  recollection,  as  the  chairman  of 
this  committee  has,  and  as  I  think  Mr.  Mann  has,  of  all  that  discus- 
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sion  about  the  publicity  clause  and  about  the  scope  it  took  and  the 
discussions  on  the  conference  report. 

Mr.  TowNSEND.  Now,  as  to  the  value  of  the  publicity  feature  of  the 
work  of  this  proposed  commission,  you  have  had  one  case  in  point 
recently,  have  you  not?  I  know  the  Bureau  of  Labor  has,  with  refer- 
erence  to  the  Texas  strike. 

Mr.  Garfield.  That  is  under  the  Bureau  of  Labor,  and  I  have  no 
information  on  that  subject. 

Mr.  TowNSEND.  Mr.  Neill  knows  about  that? 

Mr.  Garfield.  Yes;  Mr.  Neill  knows  about  that.  The  case  that  has 
been  principally  before  the  Bureau  of  Corporations  was  the  Standard 
Oil  investigation.  As  a  result  of  the  investigation  of  the  Standard 
Oil  Company  every  discrimination  that  that  company  has  received, 
every  rebate  that  has  been  granted  to  it,  and  every  form  of  device  it 
has  utilized  for  the  purpose  of  obtaining  an  advantage  over  its  com- 
petitors, so  far  as  it  affected  transportation,  has  been  stopped  since 
the  publication  of  the  report  on  transportation.  The  independent 
refiners  and  producers  of  oil  tell  me  that  it  is  the  first  time  for  twenty- 
five  years  that  they  have  been  free  from  the  discriminations  that  have 
been  practiced  against  them  and  in  favor  of  the  Standard  Oil  Com- 
pam\  This  has  been  accomplished  by  publicity.  The  facts  being 
given,  the  practices  have  stopped.  The  giving  of  the  facts  has 
stopped  these  discriminations. 

Mr.  Manx.  The  fines  have  not  been  levied? 

Mr.  Garfield.  They  have  not  been  levied  yet. 

Mr.  Mann.  Not  against  the- Standard  Oil  Company,  but  against 
the  railroad' companies. 

Mr.  RvAN.  Now,  in  regard  to  your  Bureau  making  an  investiga- 
tion of  a  great  railroad  trouble,  when  this  Department  of  Commerce 
and  Labor  was  created  there  was  a  great  deal  of  discussion  as  to 
whether  or  not  labor  would  be  represented  in  the  Department.  Now, 
there  is  a  Bureau  of  Corporations  and  a  Bureau  of  Labor.  Do  you 
think,  in  view  of  that  discussion  and  of  the  feeling  among  the  labor- 
ing interests  of  the  country,  that  an  investigation  made  by  the  Bureau 
of  Corporations  would  be  considered  satisfactory  by  one  of  these  par- 
ties interested  in  the  great  strike — by  the  striking  men,  for  example? 

Mr.  Garfield.  I  thmk  that  would  be  determined  by  the  character 
of  the  investigation — its  carefulness,  the  degree  of  efficiency  shown  in 
making  the  investigation,  and  so  on.  I  do  not  believe  that  the  mere 
fact  that  one  organization  or  the  other  of  the  Government  makes  the 
investigation  would  prejudice  the  result  in  the  minds  of  the  people 
affected  by  it.  I  think  the  acceptance  of  the  result  would  be  deter- 
mined bj^  the  efficiency  and  the  character  of  the  investigation  itself. 

Mr.  Stevens.  I  would  like,  Mr.  Garfield,  to  call  your  attention  to 
the  first  section  of  the  act.  The  scope  is  considerably  wider  than  this 
discussion  has  indicated.  It  provides,  first,  for  controversies  con- 
cerning the  transportation  of  the  United  States  mails ;  second,  con- 
cerning civil  operations  of  the  Government  of  the  United  States; 
third,  concerning  the  military  operations  of  the  Government  of  the 
United  States;  and  fourth,  concerning  the  movement  of  commerce 
among  the  several  States  and  with  foreign  nations.  Now,  there  are 
four  classes  of  functions  of  the  United  States  Government.  First, 
for  the  transportation  of  the  United  States  mails :  Are  not  the  laws 
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adequate  by  which  the  Post-Office  Department  can  protect  itself  at 
present  ? 

Mr.  Gartield.  I  can  not  speak  fully  on  that,  because  I  do  not 
know  the  laws;   but  I  suppose  they  are. 

Mr.  Stevens.  Has  any  complaint  come  to  your  knowledge  that  the 
Post-Office  Department  can  not  protect  itself  in  the  transportation 
of  the  mails  on  account  of  controversies  of  one  sort  or  another  ? 

Mr.  Garfield.  No  such  complaints  have  reached  me. 

Mr.  Stevens.  Second,  civil  operations  of  the  Government  of  the 
United  States :  I  take  it,  that  would  affect  the  Treasury  Department. 
Has  anything  come  to  your  knowledge  that  the  Treasury  Department 
could  not  protect  itself? 

Mr.  Garfield.  I  have  never  heard  of  it. 

Mr.  Stevens.  Then  the  Interior  Department — I  suppose  that 
would  affect  the  Geological  Survey,  the  pensions,  the  public  lands^ 
and  the  Indians.  Has  any  knowledge  come  to  you  that  that  Depart- 
ment could  not  protect  itself? 

Mr.  Garfield.  Not  that  I  am  aware  of. 

Mr.  Stevens.  Then,  as  to  the  Department  of  Justice,  has  any 
knowledge  come  to  vou  that  the  Department  of  Justice  could  not 
protect  itself  or  could  not  protect  the  interests  of  the  Government 
when  any  controversy  arose? 

Mr.  Garfield.  I  have  never  heard  of  it. 

Mr.  Stevens.  Then,  as  to  the  Department  of  Agriculture,  has  any 
knowledge  come  to  you  that  the  Department  of  Agriculture  could  not 
protect  itself? 

Mr.  Garfield.  Not  that  I  have  heard  of. 

Mr.  Stevens.  Then,  as  to  the  military  departments,  the  War  and 
Navy;  they  could  certainly  protect  themselves  in  any  controversy 
that  arose,  so  that  this  act  would  resolve  itself  finally,  since  your 
Department  has  already  jurisdiction  of  corporations,  to  matters  re- 
lating to  individuals  and  partnerships  engaged  in  interstate  com- 
merce. 

Mr.  Mann.  Do  you  think  this  could  be  stretched  far  enough  to 
investigate  the  Brownsville  affair? 

Mr.  Stevens.  I  do  not  know,  but  in  the  last  analysis  this  would 
resolve  itself  into  a  change  of  law,  affecting  the  rights  of  partner- 
ships engaged  in  interstate  commerce. 

Mr.  Garfield.  I  have  not  studied  it,  but  from  your  statement  it 
would  seem  to  be  so. 

Mr.  Stevens.  That  is  about  what  it  would  analyze  into.  What  we 
want  to  find  out  is  exactly  what  this  law  if  enacted  would  accom- 
plish. 

Mr.  Garfield.  I  can  not  tell  you  that,  because  I  am  not  the  author 
of  it.  I  am  speaking  of  the  general  proposition  of  the  effect  of 
publicity. 

Mr.  fiuRKB.  Since  you  have  been  in  your  present  position,  Mr. 
Garfield,  do  you  have  in  mind  any  case  where  a  corporation  has 
been  affected,  where  there  has  been  a  strike,  wherein  you  would 
have  recommended  the  appointment  of  a  commission,  as  provided  by 
this  bill,  if  this  bill  had  been  the  law  during  that  time  ? 

Mr.  Garfield.  Yes;  there  are  two  instances  that  I  think  of  now. 

Mr.  Burke.  What  are  they? 
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Mr.  Gakfield.  The  strike  with  the  packers  in  Chicago,  and  the 
strike  with  the  teamstei-s  in  Chicago.  I  believe  that  in  the  case  of 
either  one  of  those  a  Federal  commission  organized  in  this  way  might 
have  been  of  very  material  benefit  to  both  sides  in  those  controversies. 

Mr.  Kennedy.  And  as  to  the  anthracite  coal  strike? 

Mr.  Garfield.  That  was  prior  to  the  organization  of  the  Bureau, 
you  will  remember. 

Mr.  Kennedy.  Yes.  The  purpose  of  the  proposed  law  is  supposed 
to  be  to  provide  something  that  could  be  quickly  employed  in  cases 
of  great  exigency,  such  as  these  strikes  put  uj>on  the  country  ? 

Mr.  Garfield.  Yes;  and  in  connection  with  that  packers^  strike 
this  occurs  to  me,  and  it  bears  directly  on  one  of  the  questions  for- 
merly asked  me  regarding  the  powei*s  of  the  Bureau  of  Corporations 
in  such  cases:  My  men  were  in  Chicago  at  that  time  investigating 
the  other  side  of  the  beef-packing  industry,  and  I  found  that  there 
was  the  greatest  suspicion  of  the  agents  who  had  anything  to  do  with 
the  packers'  books  in  any  way.  They  said,  '^  Here  the  Commissioner 
of  Corporations  is  investigating  the  packers'  side  of  this  thing. 
Therefore  we  do  not  want  to  give  any  information  to  the  Commis- 
sioner of  Corporations,  because  he  deals  with  the  corporate  side  of 
this  thing."  One  of  my  agents  out  there  who  knew  the  labor  men 
very  well  was  able,  however,  to  get  some  information  frcnn  them,  but 
he  kiid  that  the  men  felt  just  that  way  about  it.  The  mere  fact  of 
the  name  being  the  "  Commissioner  of  Corporations  "  led  those  men 
to  believe  that  the  Federal  agency  dealing  with  corporations  was  not 
the  agency  that  they  would  want  to  submit  their  facts  to. 

Mr.  Ai>AMSON.  They  did  not  understand  that  the  Bureau  of  Cor- 
porations is  established  for  the  purpose  of  curbing  and  regulating 
corporations  rather  than  promoting  tliem  ? 

Mr.  Garfield.  They  did  not  seem  to  understand  that. 

Mr.  Mann.  How^  widespread  was  the  packers'  strike? 

Mr.  Gakfield.  It  was  local,  of  course. 

Mr.  Mann.  It  did  not  extend  outside  of  Chicago,  did  it  ? 

Mr.  Garfield.  No;  but  it  affected  the  business  interests  of  the 
country,  of  course. 

Mr.  Mann.  How  widespread  was  the  teamsters'  strike  in  Chicago? 
Did  that  extend  outside  of  Chicago  at  all  ? 

Mr.  Gakfi&a).  Only  in  so  far  as  it  might  have  affected  traffic. 

Mr.  Mann.  I  mean  the  strike.    I  am  not  talking  about  the  effect. 

Mr.  Garfield.  I  was  speaking  of  the  reasons  why  the  Federal  Gov- 
ernment inight  have  interfered  m  those  cases. 

Mr.  Mann.  I  asked  vou  whether  the  strike  extended  beyond  the 
local  center  in  Chicago? 

Mr.  Garfield.  I  think  not,  so  far  as  the  men  going  out  and  on 
irtrike  were  concerned. 

Mr.  Mann.  My  recollection  is  the  same  as  yours  as  to  that,  al- 
though I  was  not  absolutely  certain  as  to  either  one  of  them.  In  your 
judgment  a  strike  that  is  purely  local,  so  far  as  the  strike  itself  is 
concerned,  is  still  of  sufficient  importance  to  warrant  the  appointment 
of  a  commissioa  by  the  President? 

1Mb.  Garfosu).  Not  necessarily.  You  would  have  to  detemuiniB 
that  by  the  effect  it  has  upon  Goinmerce  at  large. 

Mr.  Mann.  Your  judgment  is  that  these  strikes,  thou^  purely 
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local,  were  of  sufficient  importance  to  warrant  the  appointment  of 
a  board  of  arbitration  by  the  President? 

Mr.  Garfield.  Yes;  because  in  each  instance  I  understand  that 
they  did  seriously  interfere  with  the  general  movement  of  traffic. 
I  do  not  mean  by  that  the  local  traffic,  but  the  traffic  that  affected  the 
movement  of  the  commodities  in  and  out  of  the  city,  involved  in 
interstate  commerce. 

Mr.  Mann.  The  teamsters'  strike  at  Chicago,  of  course,  could  not 
interfere  to  a  great  extent  with  any  traffic  except  traffic  emanating 
from  Chicago. 

Mr.  Adamson.  Where  it  was  destined  to  other  points  in  the 
Union. 

Mr.  Mann.  There  are  other  ways  of  getting  railroad  freight  in 
and  out  of  Chicago  than  by  teams. 

Mr.  Garfield.  If  it  did  not  affect  interstate  commerce,  then  I  was 
in  error.     I  was  under  the  impression  that  it  did  affect  it. 

Mr.  Mann.  There  is  no  doubt  but  that  it  affects  interstate  com- 
merce to  move  freight  out  of  Illinois  into  Indiana;  but  what  I 
wanted  to  get  at  was,  How  often  in  your  judgment  would  a  law  like 
this,  if  enacted,  be  put  into  operation?  It  has  been  stated  here,  I 
may  say  to  you,  by  some  gentlemen  the  other  day,  that  there  ought 
not  to  have  been  an  arbitration  in  the  case  of  the  teamsters'  strike 
in  Chicago.  I  asked  that  question,  and  it  was  said  that  it  ought  to 
be  confined  to  cases  where  it  is  general  over  considerable  sections 
of  the  country.  Your  judgment  about  that  would  be  worth  more 
than  mine. 

Mr.  Garfield.  It  would  be  a  matter  of  Executive  discretion  to 
determine  how  far  it  would  affect  the  public  interests.  It  would 
be.  for  the  Chief  Executive  to  determine  that. 

Mr.  Mann.  This  board  would  be  appointed  by  the  President. 
His  actions  would  be  guided  necessarilv  by  the  representations  to 
him.  He  can  not  have  any  personal  knowledge  of  a  strike  somewhere 
else? 

Mr.  Garfield.  Certainly. 

Mr.  Mann.  He  would  be  guided  either  by  newspaper  reports  or 
by  representations  made  to  him  by  delegations,  or  by  certain  officials ; 
likely  by  the  Commissioner  of  Labor  or  the  Commissioner  of  Corpo- 
rations; so  that  it  might  not  depend  upon  the  judgment  of  the 
President,  but  upon  the  judgment  of  an  official  in  some  Department. 
We  sometimes  trace  them  down. 

Mr.  Garfield.  It  might  even  be  upon  the  recommendation  of  some 
Members  of  Confess.     [Laughter.] 

Mr.  Mann.  It  is  very  seldom  that  any  of  the  Executive  Depart- 
ments act  upon  the  recommendation  of  Congress.  That  is  my  experi- 
ence. 

Mr.  EscH.  In  the  great  railroad  strike  of  1894,  at  its  center  in 
Chicago,  there  was  not  only  involved  interstate  commerce,  but  also 
the  transit  of  the  mails  and  the  use  of  the  military.  Now,  the  mili- 
tary department  could  settle  the  military  difficulty,  but  not  the  inter- 
state-commerce difficulty.  The  Post-Omce  Department  could  settle 
the  mail  duties,  and  still  not  the  interstate-commerce  features,  so 
that,  after  all,  there  would  still  be  a  function  for  your  commission 
to  perform  in  settling  the  trouble? 
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Mr.  Garfieij).  No  doubt,  so  far  as  the  interstate-commerce  question 
is  concerned,  there  would  be. 

Mr.  EscH.  So  that  there  would  be  a  fimction  for  such  a  commis- 
sion in  the  cases  which  Mr.  Stevens  mentioned  ? 

Mr.  Garfield.  Undoubtedly. 

Mr.  TowNSEND.  There  is  a  question  as  to  policy  whether  that 
ought  to  be  done.  There  is  no  question  about  the  power.  It  is  as 
to  the  policy  or  propriety  of  what  ought  to  be  done? 

Mr.  Garfield.  Undoubtedly. 

Mr.  Mann.  Is  there  not  a  question,  Mr.  Garfield — ^you  have  inves- 
tigated the  subject  as  to  your  power,  the  power  conferred  upon  you — 
is  there  not  some  question  of  constitutional  authority  in  that  section 
of  the  act  creating  your  Bureau  ? 

Mr.  Garfield.  There  could  be  a  question  about  any  act  that  could 
be  passed.  I  think  Congress  was  well  within  its  powers  in  granting 
to  or  imposing  upon  the  Conmiissioner  of  Corporations  the  duties 
conferred  upon  him  by  that  act. 

Mr.  Mann.  Yes;  constitutional  questions  may  arise  about  anything. 
But  is  there  not  a  wide  divergence  of  opinion  as  to  how  far  the 
Federal  Government  can  interfere  in  any  State  with  the  manufactur- 
ing enterprises  within  the  borders  of  the  State  ? 

Mr.  Garfield.  Not  so  much  as  there  used  to  be. 

Mr.  Mann.  Some  cases  where  the  Federal  Government  did  inter- 
fere might  be  declared  unconstitutional  ? 

Mr.  Garfield.  It  might  happen  at  times. 

The  Chairman.  Mr.  Garfield,  is  it  not  your  observation  that  in  the 
settlement  by  outsiders  of  disputes  between  corporations  and  their 
employees  those  settlements  are  usually  made  upon  a  basis  of  in- 
creaseof  wages  ? 

Mr.  Garfield.  I  have  not  sufficient  information,  Mr.  Hepburn,  to 
answer  that  question,  or  to  say  what  the  statistics  would  show. 

The  Chairman.  There  may  be  many  causes — questions  of  hours, 
you  might  say,  or  questions  of  wages ;  but  is  it  not  your  observation 
that  the  settlement  or  adjustment  is  usually  upon  the  basis  of  a  waiver 
of  the  qiiestion  of  hours  and  an  agreement  upon  an  increase  of  wages? 

Mr.  Garfield.  My  general  impression  is  that,  but  I  have  not  accu- 
rate information  upon  which  to  state  it  definitely. 

The  Chairman.  I  supposed  that  was  the  case.  Now,  I  would  like 
to  ask,  supposing  that  to  be  the  case,  what  would  be  the  effect,  if  you 
have  any  opinion,  of  the  enactment  of  this  legislation  upon  the  fur- 
therance of  that  tendency  ?  I  can  see  how,  wnere  there  is  a  dispute 
growing  out  of  many  subjects,  it  would  be  to  the  interest  of  the  cor- 
poration to  settle  the  dispute  upon  the  increase  of  wages,  because  that 
burden  thereby  imposed  can  be  shoved  off  upon  the  general  public, 
and  I  thought  I  haa  noticed  a  tendency  of  that  kind.  If  that  is  true, 
what  would  be  the  effect  of  this  particular  legislation  as  against  leg- 
islation that  would  enlarge  the  functions  of  your  bureau,  if  there 
would  be  any  ? 

Mr.  Garfield.  I  do  not  think  the  effect — if  I  grasp  the  question 
exactly — I  do  not  think  the  effect  would  be  much  different,  whether 
the  machinery  is  put  in  operation  through  this  special  commission  or 
through  the  Commissioner  of  Corporations,  if  his  duties  were  en- 
larged and  his  appropriations  were  enlarged  and  he  was  required  to 
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local,  were  of  sufficient  importance  to  warrant  the  appointment  of 
a  board  of  arbitration  by  the  President? 

Mr.  Garfield.  Yes;  l:)ecause  in  each  instance  I  understand  that 
they  did  seriously  interfere  with  the  general  movement  of  traffic. 
I  do  not  mean  by  that  the  local  traffic,  but  the  traffic  that  affected  the 
movement  of  the  commodities  in  and  out  of  the  city,  involved  in 
interstate  commerce. 

Mr.  Mann.  The  teamsters'  strike  at  Chicago,  of  coui*se,  could  not 
interfere  to  a  gi'eat  extent  with  any  traffic  except  traffic  emanating 
from  Chicago. 

Mr.  Adamson.  Where  it  was  destined  to  other  points  in  the 
Union. 

Mr.  Mann.  There  are  other  ways  of  getting  railroad  freight  in 
and  out  of  Chicago  than  by  teams. 

Mr.  Garfield.  If  it  did  not  affect  interstate  commerce,  then  I  was 
in  error.     I  was  under  the  impression  that  it  did  affect  it. 

Mr.  Mann.  There  is  no  doubt  but  that  it  affects  interstate  com- 
merce to  move  freight  out  of  Illinois  into  Indiana;  but  what  I 
wanted  to  get  at  was.  How  often  in  your  judgment  would  a  law  like 
this,  if  enacted,  be  put  into  operation?  It  has  been  stated  here,  I 
may  say  to  you,  by  some  gentlemen  the  other  day,  that  there  ou^ht 
not  to  have  been  an  arbitration  in  the  case  of  the  teamsters'  strike 
in  Chicago.  I  asked  that  question,  and  it  was  said  that  it  ought  to 
be  confined  to  cases  where  it  is  general  over  considerable  sections 
of  the  country.  Your  judgment  about  that  would  be  worth  more 
than  mine. 

Mr.  Garfield.  It  would  be  a  matter  of  Executive  discretion  to 
determine  how  far  it  would  affect  the  public  interests.  It  would 
be.  for  the  Chief  Executive  to  determine  that. 

Mr.  Mann.  This  board  would  be  appointed  by  the  President. 
His  actions  would  be  guided  necessarily  by  the  representations  to 
him.  He  can  not  have  anv  personal  knowledge  of  a  strike  somewhere 
else? 

Mr.  Garfield.  Certainly. 

Mr.  Mann.  He  would  be  guided  either  by  newspaper  reports  or 
by  representations  made  to  him  by  delegations,  or  by  certain  officials ; 
likely  by  the  Commissioner  of  Labor  or  the  Commissioner  of  Corpo- 
rations; so  that  it  might  not  depend  upon  the  judgment  of  the 
President,  but  upon  the  judgment  of  an  official  in  some  Department. 
We  sometimes  trace  them  down. 

Mr.  Garfield.  It  might  even  be  upon  the  recommendation  of  some 
Members  of  Congress.     [Laughter.] 

Mr.  Mann.  It  is  very  seldom  that  any  of  the  Executive  Depart- 
ments act  upon  the  recommendation  of  Congress.  That  is  my  experi- 
ence. 

Mr.  EscH.  In  the  great  railroad  strike  of  1894,  at  its  center  in 
Chicago,  there  was  not  only  involved  interstate  commerce,  but  also 
the  transit  of  the  mails  and*^  the  use  of  the  military.  Now,  the  mili- 
tary department  could  settle  the  military  difficulty,  but  not  the  inter- 
state-commerce difficulty.  The  Post-Omce  Department  could  settle 
the  mail  duties,  and  still  not  the  interstate-commerce  features,  so 
that,  after  all,  there  would  still  be  a  function  for  your  commission 
to  perform  in  settling  the  trouble? 
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Mr.  Garfieij>.  No  doubt,  so  far  as  the  interstate-commerce  question 
is  concerned,  there  would  be. 

Mr.  EscH.  So  that  there  would  be  a  function  for  such  a  commis- 
sion in  the  cases  which  Mr.  Stevens  mentioned  ? 

Mr.  Garfield.  Undoubtedly. 

Mr.  TowNSEND.  There  is  a  question  as  to  policy  whether  that 
ought  to  be  done.  There  is  no  question  about  the  power.  It  is  as 
to  the  policy  or  propriety  of  what  ought  to  be  done? 

Mr.  Garfield.  Undoubtedly. 

Mr.  Mann.  Is  there  not  a  question,  Mr.  Garfield — ^you  have  inves- 
tigated the  subject  as  to  your  power,  the  power  conferred  upon  you — 
is  there  not  some  question  of  constitutional  authority  in  that  section 
of  the  act  creatingyour  Bureau  ? 

Mr.  Garfield.  There  could  be  a  question  about  any  act  that  could 
be  passed.  I  think  Congress  was  well  within  its  powers  in  granting 
to  or  imposing  upon  the  Commissioner  of  Corporations  the  duties 
confi-rred  upon  him  by  that  act. 

Mr.  Mann.  Yes;  constitutional  questions  may  arise  about  anything. 
But  is  there  not  a  wide  divergence  of  opinion  as  to  how  far  the 
Federal  Government  can  interfere  in  any  State  with  the  manufactur- 
ing enterprises  within  the  borders  of  the  State? 

Mr.  Garfield.  Not  so  much  as  there  used  to  be. 

Mr.  Mann.  Some  cases  where  the  Federal  Government  did  inter- 
fere might  be  declared  unconstitutional  ? 

Mr.  Garfield.  It  might  happen  at  times. 

The  Chairman.  Mr.  Garfield,  is  it  not  your  observation  that  in  the 
settlement  by  outsiders  of  disputes  between  corporations  and  their 
employees  those  settlements  are  usually  made  upon  a  basis  of  in- 
crease of  wages? 

Mr.  Garfield.  I  have  not  sufficient  information,  Mr.  Hepburn,  to 
answer  that  question,  or  to  say  what  the  statistics  would  show. 

The  Chairman.  There  may  be  many  causes — questions  of  hours, 
you  might  say,  or  questions  of  Tvages ;  but  is  it  not  your  observation 
that  the  settlement  or  adjustment  is  usually  upon  the  basis  of  a  waiver 
of  the  question  of  hours  and  an  agreement  upon  an  increase  of  wages? 

Mr.  GrARFiELD.  My  general  impression  is  that,  but  I  have  not  accu- 
rate information  upon  which  to  state  it  definitely. 

The  Chair3ian.  I  supposed  that  was  the  case.  Now,  I  would  like 
to  ask,  supposing  that  to  be  the  case,  what  would  be  the  effect,  if  you 
have  any  opinion,  of  the  enactment  of  this  legislation  upon  the  rur- 
therance  of  that  tendency  ?  I  can  see  how,  wnere  there  is  a  dispute 
growing  out  of  many  subjects,  it  would  be  to  the  interest  of  the  cor- 
poration to  settle  the  dispute  upon  the  increase  of  wages,  because  that 
burden  thereby  imposed  can  be  shoved  off  upon  the  general  public, 
and  I  thought  I  haa  noticed  a  tendency  of  that  kind.  If  that  is  true, 
what  would  be  the  effect  of  this  particular  legislation  as  against  leg- 
islation that  would  enlarge  the  functions  of  your  bureau,  if  there 
would  be  any  ? 

Mr.  Garfield.  I  do  not  think  the  effect — if  I  grasp  the  question 
exactly — I  do  not  think  the  effect  would  be  much  ditferent,  whether 
the  machinery  is  put  in  operation  through  this  special  commission  or 
Through  the  Commissioner  of  Corporations,  if  his  duties  were  en- 
largea  and  his  appropriations  were  enlarged  and  he  was  required  to 
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local,  were  of  sufficient  importance  to  warrant  the  appointment  of 
a  board  of  arbitration  by  the  President? 

Mr.  Garfield.  Yes;  because  in  each  instance  I  understand  that 
they  did  seriously  interfere  with  the  general  movement  of  traffic. 
I  do  not  mean  by  that  the  local  traffic,  but  the  traffic  that  affected  the 
movement  of  the  commodities  in  and  out  of  the  city,  involved  in 
interstate  commerce. 

Mr.  Mann.  The  teamsters'  strike  at  Chicago,  of  course,  could  not 
interfere  to  a  gi^eat  extent  with  any  traffic  except  traffic  emanating 
from  Chicago. 

Mr.  Adamson.  Where  it  was  destined  to  other  points  in  the 
Union. 

Mr.  Mann.  There  are  other  ways  of  getting  railroad  freight  in 
and  out  of  Chicago  than  by  teams. 

Mr.  Garfield.  If  it  did  not  affect  interstate  commerce,  then  I  was 
in  error.     I  was  under  the  impression  that  it  did  affect  it. 

Mr.  Mann.  There  is  no  doubt  but  that  it  affects  interstate  com- 
merce to  move  freight  out  of  Illinois  into  Indiana;  but  what  I 
wanted  to  get  at  was.  How  often  in  your  judgment  would  a  law  like 
this,  if  enacted,  be  put  into  operation?  It  has  been  stated  here,  I 
may  say  to  you,  by  some  gentlemen  the  other  day,  that  there  ought 
not  to  have  been  an  arbitration  in  the  case  of  the  teamsters'  strike 
in  Chicago.  I  asked  that  question,  and  it  was  said  that  it  ought  to 
be  confined  to  cases  where  it  is  general  over  considerable  sections 
of  the  country.  Your  judgment  about  that  would  be  worth  more 
than  mine. 

Mr.  Garfield.  It  would  be  a  matter  of  Executive  discretion  to 
determine  how  far  it  would  affect  the  public  interests.  It  would 
be.  for  the  Chief  Executive  to  determine  that. 

Mr.  Mann.  This  board  would  be  appointed  by  the  President. 
His  actions  would  be  guided  necessarilv  by  the  representations  to 
him.  He  can  not  have  any  personal  knowledge  of  a  strike  somewhere 
else? 

Mr.  Garfield.  Certainly. 

Mr.  Mann.  He  would  be  guided  either  by  newspaper  reports  or 
by  representations  made  to  him  by  delegations,  or  by  certain  officials ; 
likely  by  the  Commissioner  of  Labor  or  the  Commissioner  of  Corpo- 
rations;*^ so  that  it  might  not  depend  upon  the  judgment  of  the 
President,  but  upon  the  judgment  of  an  omcial  in  some  Department. 
We  sometimes  trace  them  down. 

Mr.  Garfield.  It  might  even  be  upon  the  recommendation  of  some 
Members  of  Confess.     [Laughter.] 

Mr.  Mann.  It  is  very  seldom  that  any  of  the  Executive  Depart- 
ments act  upon  the  recommendation  of  Congress.  That  is  my  experi- 
ence. 

Mr.  EscH.  In  the  great  railroad  strike  of  1894,  at  its  center  in 
Chicago,  there  was  not  only  involved  interstate  commerce,  but  also 
the  transit  of  the  mails  and  the  use  of  the  military.  Now,  the  mili- 
tary department  could  settle  the  military  difficulty,  but  not  the  inter- 
state-commerce difficulty.  The  Post-Omce  Department  could  settle 
the  mail  duties,  and  still  not  the  interstate-commerce  features,  so 
that,  after  all,  there  would  still  be  a  function  for  your  commission 
to  perform  in  settling  the  trouble? 
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Mr.  Garfieij).  No  doubt,  so  far  as  the  interstate-commerce  question 
is  concerned,  there  would  be. 

Mr.  EscH.  So  that  there  would  be  a  function  for  such  a  commis- 
sion in  the  cases  which  Mr.  Stevens  mentioned  ? 

Mr.  Garfeeld.  Undoubtedly. 

Mr.  TowNSEND.  There  is  a  question  as  to  policy  whether  that 
ought  to  be  done.  There  is  no  question  about  the  power.  It  is  as 
to  the  policy  or  propriety  of  what  ought  to  be  done  ? 

Mr.  Garfield.  Undoubtedly. 

Mr.  Mann.  Is  there  not  a  question,  Mr.  Garfield — ^you  have  inves- 
tigated the  subject  as  to  your  power,  the  power  conferred  upon  you — 
is  there  not  some  question  of  constitutional  authority  in  that  section 
of  the  act  creating  your  Bureau  ? 

Mr.  Garfield.  Tnere  could  be  a  question  about  any  act  that  could 
be  passed.  I  think  Congress  was  well  within  its  powers  in  granting 
to  or  imposing  upon  the  Commissioner  of  Corporations  the  duties 
conferred  upon  him  by  that  act. 

Mr.  Mann.  Yes;  constitutional  questions  may  arise  about  anything. 
But  is  there  not  a  wide  divergence  of  opinion  as  to  how  far  the 
Federal  Government  can  interfere  in  any  State  with  the  manufactur- 
ing enterprises  within  the  borders  of  the  State  ? 

Mr.  Garfield.  Not  so  much  as  there  used  to  be. 

Mr.  Mann.  Some  cases  where  the  Federal  Government  did  inter- 
fere might  be  declared  unconstitutional  ? 

Mr.  Garfield.  It  might  happen  at  times. 

Tlie  Chairman.  Mr.  Garfield,  is  it  not  your  observation  that  in  the 
settlement  by  outsiders  of  disputes  between  corporations  and  their 
employees  those  settlements  are  usually  made  upon  a  basis  of  in- 
crease of  wages? 

Mr.  Garfield.  I  have  not  sufficient  information,  Mr.  Hepburn,  to 
answer  that  question,  or  to  say  what  the  statistics  would  show. 

The  Chairman.  There  may  be  many  causes — questions  of  hours, 
you  might  say,  or  questions  of  wages;  but  is  it  not  your  observation 
that  the  settlement  or  adjustment  is  usually  upon  the  basis  of  a  waiver 
of  the  question  of  hours  and  an  agreement  upon  an  increase  of  wages  ? 

Mr.  Garfield.  My  general  impression  is  that,  but  I  have  not  accu- 
rate information  upon  which  to  state  it  definitely. 

The  Chairman.  I  supposed  that  was  the  case.  Now",  I  would  like 
to  ask,  supposing  that  to  be  the  case,  what  would  be  the  effect,  if  you 
have  any  opinion,  of  the  enactment  of  this  legislation  ufjon  the  rur- 
therance  of  that  tendency  ?  I  can  se^  how,  wnere  there  is  a  dispute 
growing  out  of  many  subjects,  it  w^ould  be  to  the  interest  of  the  cor- 
poration to  settle  the  dispute  upon  the  increase  of  wages,  because  that 
burden  thereby  imposed  can  be  shoved  off  upon  the  general  public, 
and  I  thought  I  had  noticed  a  tendency  of  that  kind.  If  that  is  true, 
what  would  be  the  effect  of  this  particular  legislation  as  against  leg- 
islation that  would  enlarge  the  functions  of  your  bureau,  if  there 
would  be  any  ? 

Mr.  Garfield.  I  do  not  think  the  effect — if  I  grasp  the  question 
exactly — I  do  not  think  the  effect  would  be  much  ditferent,  whether 
the  machinery  is  put  in  operation  through  this  special  commission  or 
through  the  Commissioner  of  Corporations,  if  his  duties  were  en- 
larged and  his  appropriations  were  enlarged  and  he  was  required  to 
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do  this  work.  I  do  not  see  that  there  would  be  much  difference 
between  the  two. 

The  Chairman.  Would  it  not  be  more  certainly  fixed  and  more 
certain  of  operation  when  adjusted  by  an  officer  who  was  in  place, 
and  who  was  aware  of  the  fact  that  these  questions  would  have  to  be 
dealt  with  from  time  to  time  to  secure  a  complete  adjustment,  rather 
than  the  adjustment  of  a  single  particular  case,  and,  in  that  event, 
would  not  a  sporadic  commission  look  to  the  result,  more  particu- 
larly to  the  settlement  of  the  single  dispute,  and  put  it  on  the  basis 
of  wages,  rather  than  effect  an  adjustment  that  would  involve  per- 
haps nii-ther  inquiries  and  the  settlement  of  these  other  questions  ? 

Mr.  Garfield.  Of  course,  there,  again,  it  would  result  from  or 
depend  upon  the  personality  of  the  commission.  I  think  there  still 
might  be  that  tendency  if  the  commission  were  appointed  under 
certain  circumstances  to  secure  that  result. 

The  Chairman.  To  secure  an  immediate  adjustment  of  that  kind, 
rather  than  adjustment  upon  broader  principles,  that  would  be  much 
more  permanent  in  character? 

Mr.  Garfield.  That  might  be  true,  of  course,  but  this  is  also  true, 
that  any  adjustment  made  between  the  employer  and  employee  is 
necessarily  a  temporary  one,  unless  it  happens  to  involve  very  broad 
and  fundamental  principles,  which  ordinarily  these  disputes  do  not 
involve.  These  settlements  are  nearly  always  temporary.  They  will 
come  back  again  in  the  future  years  for  reopening  and  readjustment 
of  controversies. 

Mr.  Richardson.  The  commission  provided  for  in  this  bill,  I 
understand,  is  temporary,  is  it  not? 

Mr.  Garfield.  Yes ;  for  temporary  periods  in  each  instance. 

Mr.  Townsend.  Mr.  Xeill,  we  shall  now  be  glad  to  hear  from  you, 
or,  Mr.  Chairman,  will  you  tender  the  invitation  ? 

The  Chairman.  No;   I  will  defer  to  you  in  that.     Proceed. 

STATEMENT  OF  ME.  CHABLES  P.  NEILL,  COMMISSIONEB  OF 
LABOB,  DEFABTMENT  OF  COMMEBCE  AND  LABOB. 

Mr.  Townsend.  Mr.  Neill,  what  do  you  understand  is  now  your 
authority  under  the  law,  as  Commissioner  of  Labor,  to  investigate 
matters  covered  by  this  bill? 

Mr.  Neill.  As  I  understand  it,  Mr.  Townsend,  the  Commissioner 
of  Labor  has  the  right  to  investigate  anything  that  he  can  get  infor- 
mation on,  but  he  can  not  compel  anyone  to  rumish  information  on 
any  subject 

The  Chairman.  How  is  that,  Mr.  Neill  ? 

Mr.  Neiix.  I  say  the  bill  creating  the  Bureau  of  Labor  is  very 
broad  in  one  sense.  We  have  the  right  to  investigate  almost  any 
subject  we  want,  but  we  have  not  the  power  to  make  any  human  being 
give  evidence  or  information  of  any  kind,  and  all  the  work  the  Bu- 
reau has  ever  done  has  been  based  on  information  voluntarily  fur- 
nished. 

Mr.  Kennedy.  So  that  any  report  that  you  might  make  could  be 
discounted,  perhaps,  by  the  statement  that  you  had  no  information? 

Mr.  Neill.  No,  sir;  it  could  not  be  discounted  for  one  second. 
Take,  for  example,  our  work  on  wages  and  prices.  No  mere  state- 
ment of  anybody  is  ever  accepted.     If  the  employer  will  not  give  our 
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agent  access  to  his  books,  we  will  drop  his  establishment.  Permission 
is  voluntarily  given  to  our  agents  to  get  the  data. 

Mr.  Adahson.  You  do  verify  the  information  you  get? 

Mr.  Nkox.  Yes;  or,  rather,  we  get  it  ourselves,  in  all  cases  we 
get  the  information  from  original  sources,  and  if  permission  is  re- 
fused we  make  no  attempt  to  get  it  or  publish  it. 

Mr.  TowNSEND.  I  would  like  to  have  you  state,  Mr.  Neill,  if  you 
would,  your  views — ^you  have  heard  the  discussion  here  this  morn- 
ing— as  to  the  proposed  scope  of  this  commission  and  as  to  the  pow- 
ers that  may  be  exercised  by  the  Department  of  Commerce  and  Labor. 

Mr.  Neill.  Of  course  I  am  not  a  lawyer,  Mr.  Town^end,  and  I 
should  be  very  reluctant  to  take  issue  with  Mr.  Garfield  on  any  ques- 
tion of  law.  iBut  I  doubt  very  much  whether  the  Bureau  of  Corpora- 
tions, in  view  of  the  fact  that  such  a  thing  was  never  dreamed  of  when 
it  was  created,  could  compel  a  labor  organization  to  show  their  books 
or  testify  concerning  very  many  things  connected  with  a  strike,  and 
things  of  which  it  might  be  very  important  that  the  public  should 
have  knowledge,  as,  for  example,  the  reasons  for  the  inauguration  of 
a  strike  and  the  means  adopted  to  secure  its  inauguration,  and  the 
like. 

There  are  verj'  many  questions  there  concerning  which  I  doubt 
whether  the  Commissioner  of  Corporations  would  have  the  power  to 
compel  evidence.  It  might  be  important  to  look  rather  to  the  man- 
agement of  the  labor  organization  than  to  the  corporation,  and  it 
might  be  important  to  the  public  to  know  how  sanely  and  conserv- 
atively and  wisely  and  honestly  that  labor  organization  was  being 
officered. 

Mr.  Adamson.  Are  these  labor  organizations  incorporated  ? 

Mr.  Neill.  A  few  of  them  may  be,  but  many  of  them  are  not.  I 
do  not  know  whether  that  is  a  fact  that  occurred  to  Mr.  Garfield. 

Mr.  Ryax.  That  is  a  fact — that  very  few  of  them  are  incorporated. 

Mr.  Neill.  There  would  be  many  points  in  such  an  investigation 
that  would  be  remote  from  the  corporation.  Take,  for  example,  the 
Sam  Parks  strikes  in  New  York  and  others  that  I  know  of.  It 
would  be  very  important  to  go  in  there  and  to  get  into  the  purpose 
and  real  motives  behind  the  ordering  of  those  strikes;  but  i  do  not 
believe  that  under  the  existing  law  the  Commissioner  of  Corporations 
would  have  the  power  to  go  into  that  aspect  of  it,  and  to  my  mind 
that  is  one  of  the  most  important  aspects.  And  I  may  say  right  here 
that  in  some  of  our  most  important  strikes,  w^hich  grow  to  very  great 
lengths  and  inflict  enormous  damage  on  the  public,  there  is  improper 
action  upon  both  sides,  and  just  as  much  of  it  upon  one  side  as  upon 
the  other. 

Mr.  Adamson.  Are  labor  organizations  reluctant  to  furnish  their 
information  ? 

Mr.  Neill.  Both  sides  would  be  equally  reluctant  in  the  cases  I 
have  in  view. 

Mr.  Adamson.  The  information  I  had  was  that  they  are  always 
willing  to  show  up. 

Mr.  Neill.  They  are  precisely  like  the  rest  of  human  beings ;  they 
are  ready  to  show  up  anything  to  their  own  credit.  I  have  never 
found  a  labor  organization  different  from  the  employers'  organiza- 
tions when  it  comes  to  a  question  of  human  nature.  They  are  identi- 
cal in  that  respect. 
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If  this  bill  were  enacted  into  law,  the  moment  any  question  in  a 
strike  became  important  enough  some  one  could  come  in  and  enforce 
a  complete  revelation  of  practices  on  both  sides,  and  that  fear  of 
publicity  would  have  the  great  and  beneficial  effect  of  requiring 
that  their  matters  be  conducted  on  a  thoroughly  decent  basis.  I  thinK 
that  would  be  one  of  the  most  important  effects  of  the  bill. 

Mr.  TowNSEND.  Are  you  familiar  with  that  Texas  matter  down 
there? 

Mr.  Neill.  Yes,  sir. 

Mr.  Town  SEND.  Were  you  in  any  way  connected  with  it — I  mean 
the  recent  strike  on  the  Southern  Pacific  in  Texas? 

Mr.  Neell.  Yes,  sir;  I  had  a  hand  in  the  settlement  of  that  strike. 

Mr.  TowNSEND.  How  did  you  get  into  that,  Mr.  Neill  ? 

Mr.  Neill.  There  is  an  act  of  Congress  known  as  the  "Erdman 
Act,"  which  provides  that  in  any  case  of  a  dispute  between  an  inter- 
state carrier  and  its  employees  which  threatens  to  interrupt  inter- 
state commerce,  upon  the  application  of  either  party  to  the  contro- 
versy the  Chairman  of  th^  Interstate  Commerce  Commission  and 
the  Commissioner  of  Labor  shall  put  themselves  in  communica- 
tion with  the  other  side  and  endeavor  to  act  as  a  board  of  mediation^ 
and,  in  the  event  of  the  failure  of  mediation,  to  endeavor  to  secure 
an  arbitration.  The  act  provides  quite  at  length  the  modus  operandi 
of  the  arbitration. 

In  this  particular  case  the  strike  was  to  be  called  on  Sunday.  On 
the  Saturday  previous  the  railroad  company  telegraphed  to  the  Chair- 
man of  the  Interstate  Commerce  Commission  and  to  the  Commis- 
sioner of  Labor,  requesting  them  to  act  under  the  terms  of  this  act 
and  use  their  offices  as  mediators,  and  to  try  to  bring  about  a  settle- 
ment and  prevent  the  strike.  We  were  also  requested  by  the  other 
parties  to  the  strike,  by  the  firemen,  to  act  in  the  matter,  so  that  we 
went  into  the  matter  at  the  request  of  both  sides  to  the  controversy,  and 
were  thanked  by  both  sides  to  the  controversy  at  the  end  of  it.  Our 
action  in  the  matter  was  entirely  at  their  request,  and  until  the  end 
entirely  with  their  consent  and  their  good  will. 

Mr.  Adamson.  Admitting  the  correctnass  of  your  opinion,  that  the 
existing  law  is  defective  as  to  the  power  of  your  Bureau  and  the 
Bureau  of  Corporations  to  compel  testimony,  would  it  not  be  easy 
to  amend  the  existing  law  as  to  that  ? 

Mr.  Neill.  I  differ  from  the  Commissioner  of  Corporations  upon 
that  point  also.  I  do  not  think  the  opinion  of  any  individual  would 
carry  the  same  effect 

Mr.  Adamson.  You  mean  anyone  who  is  an  officer 

Mr.  Neill.  You  can  not  discriminate  between  an  officer  and  an  in- 
dividual. If  he  is  biased  as  an  individual,  whatever  bias  he  would 
have  would  affect  him  in  his  official  as  well  as  in  his  individual 
capacity. 

Mr.  Adamson.  It  would  be  the  same  way,  would  it  not,  with  the 
members  of  the  Commission? 

Mr.  Neill.  No.  In  that  case  you  have  two  or  three  views  there. 
In  all  these  controversies  are  involved  not  merely  questions  of  wages 
and  as  to  hours  of  labor,  but  questions  of  ri^ht,  questions  of  ethics. 
It  has  been  so  in  the  past  and  it  is  becoming  increasingly  so.  Those 
questions  of  right  and  ethics  are  becoming  more  prominent  every  day 
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in  strikes.     They  are  matters  upon  which  there  is  no  definite  crystal- 
lization of  public  opinion. 

They  are  questions  upon  which  many*  men  feel  very  strongly  on 
one  side  or  the  other,  and  many  men  having  views,  distinctive  views, 
on  this  point  or  that  point  or  the  other  would  not  be  competent  alone 
to  investigate  and  make  a  report  or  place  the  blame  in  any  individ- 
ual case,  whereas  a  conunission  of  three  men  of  different  views  would 
be  more  likely  to  bring  in  a  report  that  would  conunand  public  con- 
fidence. 

Take  the  question  of  the  closed  shop,  for  example.  It  is  a  ques- 
tion upon  which  manv  men  feel  very  strongly  and  have  very  settled 
convictions.  It  woul5  be  utterly  useless  to  send  a  man  with  precon- 
ceived or  biased  notions  upon  that  subject — a  man  whose  judgment 
is  made  up  in  advance.  It  would  be  perfectly  futile  to  send  such  a 
man  into  a  controversy  concerning  the  closed  shop  and  to  expect  his 
conclusions  to  carry  weight. 

The  Chairman.  "What  do  you  mean  by  "  closed  shop  ?  " 

Mr.  Neill.  I  mean  a  shop  in  which  a  contract  has  been  entered 
into  with  an  organization  oi  laboring  men  to  employ  only  members 
of  that  organization  in  the  shop. 

Mr.  Mann.  That  is  a  union  shop? 

Mr.  Neill.  Yes. 

Mr.  Adamson.  Closed  to  everybody  else  ? 

Mr.  Neill.  Yes;  closed  except  to  the  members  of  the  union. 

Mr.  Kennedy.  An  open  shop  is  where  anybody  can  be  employed, 
union  or  nonunion  ? 
•Mr.  Neill.  Yes. 

Mr.  Adamson.  The  only  way  to  get  a  man  without  preconceived 
ideas  on  a  subject  is  to  get  a  man  who  does  not  know  anything 
about  it! 

Mr.  Neill.  No ;  get  men  of  different  views. 

Mr.  Ada3ison.  If  you  had  two  men  of  directly  opposite  views,  the 
third  man  would  be  the  one  who  would  make  the  aetermination. 

Mr.  Neill.  In  cases  like  that  the  three  of  them  might  report  a 
decision  only  on  those  points  that  could  be  agreed  upon. 

Mr.  Burke.  Let  us  get  back,  gentlemen,  to  the  Texas  case. 

Mr.  Townsend.  Yes;  and  tell  us,  Mr.  Neill,  whether  in  any  way  it 
bears  upon  this  controversy  here. 

Mr.  Neill.  It  does  in  one  sense,  Mr.  Townsend.  As  a  matter  of 
fact,  the  controversy  was  brought  to  a  settlement,  and  the  parties  are 
now  in  an  arbitration  under  the  provisions  of  the  act  of  Congres.s. 
Before  the  settlement  was  reached  there  was  at  one  time  a  very  serious 
possibility — there  was  even  a  strong  probability — that  if  a  settlement 
was  not  reached  in  that  controversy  it  would  have  extended  over  the 
entire  Harriman  System  of  railroads;  an  attempt  would  have  been 
made  to  tie  up  the  whole  western  section  of  the  United  States.  If 
that  point  had  been  reached,  if  the  efforts  made  under  the  present  law 
had  failed,  and  there  had  been  no  arbitration,  I  think  it  would  have 
been  very  important  that  a  commission  should  have  gone  in  there 
very  early  and  looked  into  the  matter  and  fixed  the  responsibility  for 
the  extension  of  the  strike. 

In  one  sense  there  were  three  parties  to  the  controversy  resulting 
in  the  strike,  each  one  disclaiming  entirely  and  responsibility  for  the 
conditions;  and  some  of  them,  if  they  had  felt  that  a  commission 
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was  going  to  fix  the  responsibility  for  the  strike  on  them  directly, 
would  have  been  much  more  amenable  to  mediation  and  conciliatiom ; 
and  the  fear  that  the  blame  would  have  been  fixed  upon  them  for  the 
intolerable  conditions  that  would  have  resulted  would  have  brought 
about  a  settlement  much  more  quickly. 

Mr.  TowNSEND.  Who  were  the  three  parties,  and  what  were  the 
differences  ? 

Mr.  Neill.  This  is  a  matter  as  to  the  discussion  of  which  I  feel 
some  delicacy.  In  the  first  place,  it  was  the  most  complicated  indus- 
trial dispute  of  which  I  have  had  knowledge,  and  it  would  be  difficult 
to  state  the  facts  off-hand  without  perhaps  unfairly  placing  the 
blame;  and,  acting  as  a  mediator  between  the  three  parties,  I  natu- 
rally came  into  more  or  less  confidential  relations  with  some  of  them, 
and  therefore,  unless  the  matter  is  considered  to  be  one  of  great 
importance,  I  would  prefer  not  to  enter  into  details. 

Mr.  TowNSEND.  The  matter  is  still  pending? 

Mr.  Neill.  Yes. 

Mr.  BiTRKE.  We  might  hear  what  brought  about  the  strike? 

Mr.  Neiu..  Yes.  The  Southern  Pacific  Railroad  has  contracts 
with  both  the  firemen's  organization  and  the  engineers'  organization. 
Recently,  about  six  months  ago,  the  contract  with  the  engineers  was 
reopened  and  certain  changes  made.  The  firemen  then  claimed  that 
that  change  abrogated  an  existing  contract  which  they,  the  firemen, 
had  entered  into  with  the  company.  The  firemen  sought  to  enforce 
a  compliance  with  what  they  considered  to  he  an  amendment  of  their 
contract,  but  which  the  company  denied  was  an  iimendment  at  all. 
Involved  in  the  dispute  was  a  jurisdictional  dispute  between  the 
firemen  and  the'  engineers,  so  that  any  settlement  between  the  com- 
pany and  the  firemen  was  blocked  by  the  fact  that  it  infringed  the 
jurisdiction  of  the  engineers.  The  matter  became  extremely  com- 
plicated, and  very  difficult  to  get  a  settlement  on. 

Mr.  Bi'RKE.  Then  by  the  three  parties  you  mean,  the  railway  com- 
panv,  the  engineers,  arid  the  firemen  ? 

Mr.  Neill.  Yes,  sir;  and  I  say,  as  to  each  party  to  that,  that  I 
found  this  fact,  which  I  think  has  a  direct  bearing  on  this  bill :  Each 
party  was  especially  sensitive  as  to  where  the  responsibility  resided ; 
and  if  the  strike  had  gone  further  and  had  tied  up  the  conimerce  of 
the  Western  States  they  would  naturally  have  been  still  more  sensi- 
tive, and  some  of  them  would  have  more  readily  made  concessions  if 
they  had  been  aware  that  a  commission  could  come  in  and  investigate 
the  thing  fi'om  the  beginning,  and  publish  the  result  and  fix  the 
responsibility. 

I  think  the  effect  of  the  bill  would  be  that  each  party  to  a  strike, 
before  it  became  big  enough  to  come  within  interstate  commerce, 
would  be  very  careful  to  consider  its  actions  and  its  dealings  and  its 
responsibilities,  because  they  would  know  that  those  actions  and 
dealings  and  responsibilities  would  be  held  up  to  public  scrutiny;  and 
the  effect  of  that  would  be  that  it  would  sometimes  put  an  entirely 
different  temper  into  strikes,  on  the  part  of  employers  and  labor 
organizations  alike. 

Concerning  this  fii-st  clause  of  the  bill,  I  would  like  to  differ  from 
the  statement  that  has  been  made,  that  the  Post-Office  Department 
or  any  other  Department  of  the  Federal  Government,  even  the  Army 
or  the  Xavy,  has  any  power  to  protect  ijself  in  case  of  a  strike.     If 
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the  strike  were  big  enough  there  is  no  power  on  earth  to  move 
United  States  mails.  You  need  an  engineer  and  a  fireman  in  any 
event,  and  if  you  can  not  get  them  the  Post-Office  Department  or 
the  Government  would  be  helpless.  If  this  strike  had  extended  over 
the  Harriman  system  no  department  in  the  States  could  have  moved 
them. 

(Thereupon,  at  12  oVlock  noon,  the  committee  adjourned.) 


Committee  on  Interstate  and  Foreign  Commerce, 

Tuesday,  January  ^^,  1907. 

The  committee  met  this  day  at  10.30  oVIock  a.  m.,  Hon.  James  S. 
Sherman  in  the  chair. 

Mr.  Sherman.  Is  there  anybody  here  desiring  to  be  heard  on  the 
arbitration  bill  ? 

Mr.  Townsend.  Nobody  besides  Mr.  Neill. 

Mr.  Sherman.  Mr.  Neill  is  here. 

Mr.  ilANN.  Here  is  the  situation,  Mr.  Chainnan:  S<mie  time  last 
week  the  arbitration  bill  was  set  for  Monday;  the  2-cents-a-inile  rate 
bill  was  set  for  Tuesday,  to  continue  the  hearings  thereon.  Yester- 
day morninff  the  arbitration  bill  was  laid  aside  in  order  to  take  up 
the  sixteen-hour  bill,  with  the  understanding  in  the  committee  at 
the  time,  I  think,  that  the  arbitration  bill  would  be  taken  up  this 
morning.  I  do  not  know  whether  it  was  called  to  the  attention  of 
the  committee  at  that  time  or  not. 

Mr.  Sherman.  Is  there  objection  to  proceeding  now  with  the  hear- 
ing on  the  arbitration  bill  and  then  adjourning  this  meeting,  say, 
until  to-morrow,  for  the  further  hearing  of  the  2-cents-a-niile  bill 
after  we  finish  this  morning?  If  there  is  no  objection,  that  will  be 
the  order. 

Mr.  Gaines.  If  there  are  persons  out  of  town  here  who  wish  to 
speak  on  the  2-cents-a-mile  bill,  will  not  Mr.  Neill  be  willing  to  come 
back  to-morrow  ? 

Mr.  Sherman.  How  is  that? 

Mr.  Hardwick.  It  was  the  understanding  that  I  was  to  go  ahead 
this  morning  on  the  2-cent  rate  bill.  I  have  an  engagement  to- 
morrow afternoon  to  go  to  Raleigh,  N.  C,  to  appear  before  the  legis- 
lature there  on  a  similar  hearing.  Then  I  have  an  engagement  in 
Richmond  on  Monday  for  a  similar  hearing  there;  and  any  other 
date  that  would  suit  the  committee  other  than  to-day  would  suit  me. 

Mr.  Sherman.  Is  there  any  objection  ? 

Mr.  Payson.  Mr.  Chairman,  mav  I  make  a  suggestion?  From 
what  I  know  of  the  status  of  the  arbitration  bill,  the  examination  of 
Mr.  Neill  will  be  very  short,  and  if  so,  that  would  leave  a  half  hour 
or  three-quarters  of  aii  hour  for  Mr.  Hardwick  to-day. 

Mr.  Sherman.  Verv  well.  Let  the  order  be  that  we  will  proceed 
with  the  arbitration  bill  for  such  time  as  is  necessary  to  hear  Mr. 
Neill,  and  then  we  will  take  up  the  2-cents-a-mile  bill. 

Mr.  Hardwick.  My  statement  will  be  rather  brief.  I  should  say 
that  at  the  outside  I  will  not  take  up  more  than  an  hour;  but  I  think 
it  would  h^  more  agreeable  to  the  committee  if  I  could  make  my  state- 
ment in  continuous  form,  without  having  to  make  part  of  it  to-day 
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and  part  to-morrow,  so  that  if  this  other  matter  is  going  to  interfere 
to-day,  and  it  is  agreeable  to  the  committee.  I  would  rather  come 
back  to-morrow  morning. 

Mr.  Sherman.  We  will  again  modify,  and  proceed,  without  ob- 
jection, to  the  arbitration  hearing  now,  and  take  a  recess  at  the  con- 
clusion of  our  proceedings  to-day  until  10.30  o'clock  to-morrow  morn- 
ing, when  we  will  proceed  with  the  2-cents-a-mile  bill.  If  there  is 
no  objection  to  that,  we  will  now  proceed  on  that  order.  Mr.  Neill, 
we  will  hear  you. 

STATEMENT    OF   ME.    GHABXES   P.    NEILL,    COMMISSIONEB    OF 
LABOB,  DEPABTMENT  OF  COMMEBCE  AND  LABOR— Concluded. 

Mr.  Neill.  Mr.  Chairman,  I  have  nothing  to  say  except  whatever 
the  committee  wishes  to  make  inquiries  about.  Understand  me.  I 
am  not  here,  Mr.  Chairman,  at  my  own  request  or  advocating  any 
bill.  I  simply  came  at  the  request  of  the  committee  to  discuss  any 
matters  which  they  should  ask  about  in  which  they  thought  I  could 
in  any  way  assist  them. 

Mr.  TowNSEND.  I  would  say,  Mr.  Chairman,  that  he  was  called 
back,  after  he  had  made  a  statement  the  other  day,  because  a  number 
of  the  committee  said  they  wanted  to  ask  him  some  questions. 

Mr.  Sherman.  Mr.  Neill,  you  have  concluded  your  statement  and 
are  here  to  answer  any  inquiries  that  may  be  propounded  ? 

Mr.  Neill.  Yes,  sir. 

Mr.  EscH.  I  think  when  you  closed,  Mr.  Neill,  you  were  discussing 
the  inability  of  the  Government,  for  instance,  to  order  the  carrying 
of  the  mails.     That  is  where  you  stopped? 

Mr.  Neill.  Yes.  I  think  the  point  had  been  made  that  all  the 
power  given  by  this  bill  already  existed,  and  that  the  Government  is 
abundantly  able  to  protect  all  of  its  civil  and  military  functions. 

Mr.  Stevens.  Did  you  understand  that  from  the  questions  I  pro- 
pounded ? 

Mr.  Neili^.  I  think  that  was  the  impression. 

Mr.  Stevens.  I  had  no  such  intention  in  asking  the  questions. 

Mr.  Neill.  I  understood  it  was  suggested  that  the  first  page  of  the 
bill  provided  what  the  Government  already  had  the  power  to  do,  and 
I  suggested  that  in  the  event  of  a  general  strike,  if  the  labor  organi- 
zations Avere  sufficiently  united  and  the  strike  were  sufficiently  effec- 
tive, there  was  no  power  whatever  in  the  Government  to  turn  a  single 
wheel. 

Mr.  SiTSVENS.  But,  Mr.  Neill,  don't  you  know  that  the  labor  or- 
ganizations are  very  reluctant  to  strike  whenever  they  infringe  upon 
a  Federal  law  ?  Are  they  not  reluctant,  for  instance,  to  strike  against 
a  street  railway  wherever  the  street  railway  carries  the  mail? 

Mr.  Neill.  I  do  not  know  whether  they  would  be  any  more  re- 
luctant to  withdraw  from  the  service  of  a  company  that  carries  mail 
than  from  any  other  company  if  they  felt  they  had  a  grievance. 

Mr.  Stevens.  Are  they  not  reluctant  te  stop  mail  trains  whenever 
there  is  a  strike  on  a  railway  ? 

Mr.  Neill.  A  strike  in  what  way? 

Mr.  Stevens.  To  prevent  the  operation  of  the  mails  by  violence, 
or  in  any  way  impede  the  transportation  of  the  mail? 
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Mr.  Neill.  I  say  if  they  had  sufficient  grievance  they  would  not 
hesitate  to  withdraw  from  a  company  carrying  the  mail.  I  have 
known  one  or  two  cases  in  which  they  felt  it  was  not  necessary  to 
interfere  with  the  mails.  They  have  agreed  in  those  cases  that  they 
would  withdraw  from  the  service  of  the  company,  but  leave  men  on 
mail  trains  so  they  would  be  free  from  interruption. 

Mr.  Burke.  Mr.  Stevens's  question  is,  Are  they  not  more  apt  to 
refrain  in  such  cases  from  using  violence  in  stopping  others  from 
working? 

Mr.  Sherman.  Mr.  Stevens's  question  is  broader  than  that.  It  is 
direct,  whether  or  not  Mr.  Neill  does  not  know  that  in  contests  where 
there  have  been  strikes  and  violence  the  people  using  violence  have 
specifically  refrained  from  using  violence  when  they  have  seen  it 
was  a  mail  train  ? 

Mr.  Neill.  Unquestionably.  But  I  was  speaking  entirely  aside 
from  the  question  of  violence.  When  you  come  to  the  question  of 
violence,  it  is  undoubtedly  true  that  any  person  using  violence  would 
be  more  careful  not  to  use  violence  in  such  a  way  as  to  prevent  the 
interference  of  tlie  Federal  Government  and  the  interposition  of  the 
Federal  troops. 

Mr.  Mann.  Is  it  not  a  matter  of  fact  that  different  labor  organiza- 
tions at  different  times  have  protested  against  the  practice  known  as 
that  of  permitting  street  cars  to  carry  United  States  mails,  because 
it  would  bring  the  Federal  Government  in  conflict  with  the  unions 
in  case  of  strikes  ? 

Mr.  Nehx.  I  think  they  have  felt,  Mr.  Mann,  that  it  was  an  un- 
fair advantage  that  was  being  taken  by  the  street-car  companies. 

Mr.  Mann.  And  they  have  protested? 

Mr.  Neh.1..  Yes;  an9  they  felt  it  was  an  attempt  to  involve  them 
unnecessarily  with  the  Federal  Government.  There  is  na  question 
about  that. 

Mr.  Stevens.  My  point  in  the  interrogation  the  other  day  was 
that  the  condition  or  sentiment  on  their  part  is  a  protection  to  an}' 
operation  of  the  United  States  Government,  which  for  the  purposes 
of  the  Government  would  not  require  the  passage  of  any  additional 
legislation  for  governmental  purposes — I  mean,  would  not  require 
the  passage  of  any  additional  legislation. 

>lr.  NEiLJi.  I  did  not  intend,  Mr.  Stevens,  to  get  into  any  argument 
over  the  question,  but  I  shall  say  decidedly  that  it  is  a  very  weak 
form  of  protection.  It  simply  relies  on  the  good  will  of  the  various 
organizations,  and  they,  being  human  beings,  like  the  rest  of  us,  that 
g:ood  will  would  be  exercised  only  when  it  did  not  injure  them,  and 
if  at  any  time  it  was  necessary  to  tie  up  a  mail  train  in  order  to 
bring  about  a  condition  which  would  enforce  investigation  they 
would  do  it. 

I  do  not  know  that  the  labor  organizations  have  this  consciously 
in  mind,  but  it  is  instinctively  behind  their  actions.  When  they  tie 
up  an}^  commodity  or  bring  alJout  intolerable  conditions,  it  is  with  the 
belief" and  feeling  that  in  the  last  analysis  the  public  are  responsible 
for  the  conditions  complained  of,  and  that  in  order  to  get  any  hear- 
ing and  get  the  public  to  realize  and  adjust  their  grievanc*es  they  have 
to  make  the  public  feel  the  bnmt  or  pinch  of  it,  and  when  they  do  that 
they  think  the  public  will  then  interfere  and  give  them  their  day  in 
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court.  If  it  is  necessary  for  a  moment  to  tie  up  the  mail  trains  in 
order  to  get  a  hearing  on  a  proper  grievance  or  to  get  justice,  then 
they  would  tie  up  tlie  mail  trains. 

Mr.  Gaines.  Then,  Mr.  Xeill,  would  it  not  seem  to  involve  the 
idea  that  the  enactnu»nt  of  this  legislation  would  be  a  t^nplation  not 
only  to  strike,  but,  in  the  case  of  a  strike,  to  endeavor  wherever  they 
could  to  distress  the  public  and  interfere  with  the  transportation  of 
Government  mails  in  order  to  bring  the  Government  into  the  mattier? 
Would  they  not  say,  for  instance,  that  instead  of  the  Government 
exerting  its  power  and  enforcing  the  law  and  moving  its  mails,  "  The 
Government  has  the  power  to  institute  an  investigation  to  see  who  is 
right  and  who  is  wrong/'  and  that  the  (Jovernment  should  first  make 
an  investigation  in  every  case  and  not  enforce  the  law?  In  other 
words,  wherevei'  they  wanted  an  investigation,  would  tliey  not  attack 
some  (lovernmental  agen^.y,  if  possible,  if  we  had  such  a  bill  as  is 
proposed  now  ? 

Mr.  Neill.  There  are  three  points  in  reply  to  that,  Mr.  Gaines. 
In  the  first  place,  as  I  sjiid  in  the  beginning  the  other  day,  I  do  not 
think  this  power  ought  to  be  used  except  in  very  large  and  important 
disputes,  in  the  second  place,  unless  an  organization  had  a  griev- 
ance of  sufficient  importance  to  stand  public  scrutiny  on  it  would  not 
invite  this  power  of  investigation.  In  the  third  place,  if  it  did  have 
a  grievance  warranting  it  in  doing  that,  I  think  it  ought  to  compel 
investigation.  That  is,  if  the  employees  have  a  grievance  of  sufficient 
magnitude  on  which  they  can  not  get  a  hearing  in  any  other  way,  I 
think  they  ought  to  force  a  hearing  without  the  necessity  of  a  pro- 
longed strike. 

Mr.  Stevens.  Do  you  think  it  wise,  as  a  matter  of  policy,  of  course, 
to  submit  to  arbitration  any  controversy  concerning  the  military 
power  of*  the  United  States  ? 

Mr.  Neill.  I  do  not  understand  it  is  arbitration  in  that  sense. 

Mr.  Stevens.  It  submits  the  merits  of  a  controversy  to  a  select 
board — a  controversy,  say,  which  concerns  the  infringement  of  or 
the  interference  with  the  military  authority  of  the  United  States. 
Do  you  think  that  is  wise  ? 

Mr.  Neill.  Unquestionably,  if  tliere  was  any  occasion  for  the  mili- 
tary arm  of  the  Government  to  act,  it  should^  act  without  regard  to 
arbitration  or  anything  else ;  unquestionably. 

Mr.  Stevens.  Is  it  not  wise  to  let  the  military  arm  of  the  Govern- 
ment settle  difficulties  with  the  people  in  its  own  way  rather  than  to 
call  in  an  outside  authority  ? 

Mr.  Neill.  I  think  so. 

.Mr.  Stevens.  Then  would  it  not  be  wise  to  strike  out  those  words 
"  or  military,"  in  the  first  section  of  this  bill  ? 

Mr.  Neill.  In  time  of  peace  the  military  arm  of  the  Government 
might  be  interfered  with  simply  to  the  extent  of  having  difficultv 
in  toinsporting  commissary  supplies.  It  might  be  a  small  inconven- 
ience, and  a  case  in  which  the  Government  would  not  be  warranted 
in  calling  out  the  troops  and  exercising  its  military  power  to  enforce 
the  transportaticm  of  its  materials.  If  it  was  a  question  whether 
troops  were  needed  at  any  place,  of  course  the  Gov^nment  ought  to 
use  drastic  means  in  transporting  its  tro(H>s.  But  t^  is  a  case  that 
would  occur  with  extreme  rarity;  probaisiiy  never.  But  there  would 
possibly  never  be  a  strike  of  any  consequence  on  a  common  carrier 
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on  which  the  operations  of  the  War  Department  would  not  to  some 
extent  be  interfered  with.  The  transportation  of  their  men  and 
their  supplies  would  be  an  inconvenience,  slightly,  no  doubt.  It 
would  not  be  wise  on  account  of  such  inconvenience  to  authorize  the 
War  Department  to  put  into  execution  all  the  military  power  of  the 
Govermneat 

Mr.  Stevens.  I  know ;  but  would  not  the  cases  you  refer  to  be  cared 
for  under  the  last  provision  concernin/a^  the  free  and  regular  move- 
m^it  of  the  commerce  between  the  States?  Would  not  that  be 
sufficient  ? 

Mr.  Neiljl.  I  am  not  a  lawyer,  and 

Mr.  TowNSEND.  What  is  your  objection,  Mr.  Stevens? 

Mr.  Stbi-ens.  My  objection  is  that  it  is  not  wise  to  allow  any  com- 
mission or  outside  body  to  have  any  opportunity  to  interfere  with 
the  military  power  of  the  Government  and  to  place  any  controversy 
involving  the  military  power  in  the  power  of  a  board  of  arbitration. 

Mr.  Kennedy.  This  would  be  cumulative.  It  would  not  interfere 
with  any  remedy  that  we  already  have. 

Mr.  Stevens.  If  there  was  any  interference  with  the  military 
authorities  there  might  possibly  be  a  demand  that  a  board  of  arbi- 
tration be  appointed  under  the  operations  of  this  bill  to  consider  the 
controversy  conceminff  the  military  authority.  I  do  not  think  the 
militaiy  authority  of  the  country  should  be  questioned. 

Mr.  TowNSBND.  Do  you  think  there  would  be  or  might  be  any  con- 
flict there  that  would  impair  any  one  of  them,  and  if  so,  is  it  not  true 
that  the  Commander  in  Chief  of  the  troops  is  the  President  of  the 
United  States,  who  is  made  the  jud^  in  this  bill  of  the  conditions 
under  which  the  arbitration  shall  be  invoked  ? 

Mr.  Stevens.  I  do  not  think  it  would  be  a  wise  thing  to  do. 

Mr.  Bartlett.  In  some  localities  that  I  know  of  the  unions  have 
passed  i-esolutions  forbidding  the  members  to  belong  to  the  militia. 
1  know  that  was  the  case  a  year  or  two  aeo,  and  a  number  of  them 
withdrew  from  the  militia.    That  happened,  I  say,  a  year  or  two  ago. 

Mr.  Stevens.  It  is  not  that  the  military  operations  could  be  inter- 
fered with.  They  could  not  be.  But  thiit  sentiment  might  be 
created,  and  this  might  be  a  piece  of  machinery  to  increase  the  resent- 
ment of  members  of  labor  organizations  against  the  military  arm  of 
the  Government. 

Mr.  EscH.  Mr.  Neill,  goin^  back  to  the  mails,  did  not  Judge  Jen- 
kins, ih  the  celebrated  injunction  order  in  the  Northern  Pacific  strike, 
I  think  in  1894,  restrain  trainmen  from  Leaving  trains  carrying  the 
mails? 

Mr.  Keiix.  I  remember  that  case  very  vaguely,  Mr.  Esch.  I  know 
the  case,  but  my  recollection  is  very  vague  at  this  time. 

Mr.  Mann.  That  was  a  case  growing  out  of  the  Pullman  strike? 

Mr.  Esch.  Yes. 

Mr.  Mann.  Troops  were  sent  to  enforce  the  order. 

Mr.  Neiix..  Troops  were  sent  to  prevent  physical  interference  with 
the  transportatdon  of  the  mails. 

Mr.  KmfixjSDr.  Did  the  or^er  go  to  the  extent  of  ordering  the  men 
nottoq«it  work? 

Mr.  fisGH.  I  think  that  w«iS  Judge  Jenkins's  onler  on  the  Northern 
Paco&c  strike. 

Mr.  Mavn,  You  may  be  right  about  thet. 
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Mr.  Bartlett.     I  think  he  is  right  about  it. 

Mr.  Kennedy.  That  was  not  rollowed  or  sustained  by  the  courts. 
That  is  beyond  their  power. 

Mr.  Gaines.  The  ground  of  it,  as  I  recall,  was  that  this  was  a 
conspiracy  to  interfere  with  the  movement  of  the  mails,  and  it 
prevented  their  leaving  their  work  in  a  body  in  pursuance  of  that 
conspiracy  which  was  declared  to  exist,  and  it  was  in  the  nature  of 
a  mandatory  injunction  to  keep  on  with  their  trains. 

Mr.  Mann.  In  that  case  the  men  had  quit  work  before  the  United 
States  court  had  interfered  at  all. 

Mr.  Sherman.  Is  there  any  further  inquirv  to  be  made  of  Mr. 
Neill? 

Mr.  Stevens.  I  would  like  to  ask  a  question.  Mr.  Neill,  you  are 
familiar  with  the  Australian  and  New  Zealand  laws? 

Jlr.  Neill.  Yes. 

Mr.  Stevens.  Are  3'^ou  familiar  with  the  provisions  in  their 
statutes  relative  to  controv^ersies  concerning  governmental  functions? 

Mr.  Neill.  I  do  not  recall  precisely  those  laws,  further  than  that 
there  are  half  a  dozen  different  systems  in  operation  there.  There 
is  not  a  single  system  there  at  all.  In  some  or  them,  my  recollection 
is,  though  I  am  not  clear  on  it  at  this  time — my  recollection  is  that 
governmental  cases  can  come  before  their  arbitration  board  as  well 
as  private  cases.  There  is  quite  a  misconception  about  the  Austra- 
lian systems.  They  are  not  one  system,  but  four  or  five  different 
systems,  and  what  is  true  of  any  one  of  them  to-day  was  not  neces- 
sarily true  last  year,  and  may  not  be  true  of  them  a*^  year  hence. 

Mr.  Ste\^ns.  You  are  familiar  with  the  workings  of  those  laws? 

Mr.  Neill.  In  a  general  way. 

Mr.  Stevens.  Do  you  know  whether  any  controversies  have  been 
submitted  to  that  arbitration  system  concerning  the  operations  of 
the  Government — such  controversies  as  we  have  just  been  discussing? 

Mr.  Neill.  I  do  not  recall  that  there  have  been. 

Mr.  Stevens.  The  only  point  I  had  in  mind  was  that  I  would  not 
want  any  arbitration  system  to  get  into  a  controversy  concerning  the 
operations  of  the  Federal  Government. 

Mr.  Neill.  I  should  quite  agree  with  you  there,  that  it  was  unde- 
sirable to  have  the  Government  abdicate  its  powers. 

Mr.  Stevens.  That  is  all,  sir. 

Mr.  TowNSEND.  AYhat  can  you  say,  Mr.  Neill,  as  to  whether,  in 
your  opinion,  it  would  be  better  to  have  a  commission  appointed  by 
some  method  similar  to  that  contemplated  in  the  bill,  or  to  amend 
the  law  as  it  now  exists  and  confer  compulsory  powers  upon  the 
arbitration  board,  consisting  of  the  Chairman  of  the  Interstate  Com- 
merce Commission  and  the  Commissioner  of  Labor? 

Mr.  Neill.  I  think  that  a  commission  such  as  is  provided  for  in 
this  law  would  be  preferable. 

Mr.  Townsend.  Why  ? 

Mr.  Neill.  First,  because  it  is  important  in  every  one  of  these  dis- 
putes that  everyone  who  sits  on  these  arbitration  boards,  or,  at  least, 
a  certain  number  or  proportion  of  them,  shall  have  actual  knowledge 
of  all  the  technical  aetails  of  the  industry  in  which  the  dispute  has 
arisen;  and  on  that  account  it  would  be  important  that  every  com- 
mission appointed  should  be  appointed  with  a  view  especially  of 
securing  men  of  such  special  knowledge  upon  it.    It  might  be  a 
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good  plan  to  have  a  iiuchnis  of  the  commission  jjermaiieiit  and  add 
lo  it  from  time  to  time.  But  I  think  that  the  existence  at  any  time 
of  a  part  of  the  commission  would  be  an  inducement  to  use  it  in 
small  cases,  where  it  should  not  be  used.  I  have  tried  to  emphasize 
strongly  my  own  opinion  that  this  power  should  be  used  seldom, 
and  I  think  the  great  value  of  this  bill  would  be  that  it  would  have  a 
moral  effect  and  make  its  power  seldom  required,  whereas  I  think 
p  permanent  commission  would  be  more  likelv  to  be  put  in  operation 
on  a  small  excuse — much  more  likely  than  if  the  personnel  had  to 
be  selected  each  time.  And  I  think,  further,  that  you  could  get  men 
of  better  standing  and  of  more  weight  in  the  community  by  select- 
ing your  commission  at  each  particular  time. 

Mr.  TowNSEND.  Now,  what  can  you  say  as  to  whether,  in  your 
judgment,  there  is  a  gi'owing  necessity,  owing  to  conditions  of  busi- 
ness and  the  organization  of  labor,  and  so  on — a  growing  demand 
for  some  such  agency  as  is  contemplated  in  the  bill? 

Mr.  Xeill.  I  think  there  is  a  grow'ing  necessity,  on  account  of  the 
fact  that  labor  organizations  themselves  are  becoming  more  and  more 
solidified :  and  on  the  other  hand  our  forms  of  business  are  becoming 
more  and  more  under  single  ccmtrol;  and  where  formerly  you  had 
50  different  plants,  now  you  have  those  50  different  plants  placed 
under  a  single  control,  and  a  strike  in  one  of  them  would  now  extend 
to  all  the  plants  of  that  same  company,  whereas  formerly  it  might  be 
confined  to  a  single  plant. 

For  example,  if  you  had  a  strike  to-day  in  any  of  the  various  plants 
of  the  United  States  Steel  Corporation  you  would  probably  have  a 
contest,  finally,  which  might  involve  all  the  plants  of  that  corpora- 
tion, whereas  before  the  consolidation  the  fight  would  have  l)een 
directed  only  upon  that  particular  plant  where  the  immediate  trouble 
occurred.  To-day  if  a  single  department  of  a  corporation  inaugu- 
rates a  strike,  practically  all  the  men  in  the  employ  of  that  corpora- 
tion would  very  quickly  go  out  if  it  was  necessary  to  do  that  to  win 
the  strike  in  that  particular  place. 

Mr.  Adamson.  Do  you  think  it  is  more  necessary  to  ascertain  for 
the  benefit  of  the  public  the  facts  in  connection  with  a  strike  or  labor 
controversy  than  it  would  be  to  secure  the  settlement  of  a  particular 
strike? 

Mr.  Neill.  I  think  that  ordinarily  the  moment  the  investigation 
began,  in  a  majority  of  cases,  both  sides  would  be  willing  to  return 
to  the  former  status  quo  and  leave  the  matter  to  be  adjudged  after 
this  report  was  made. 

Mr.  Adamson.  ^Vhat  do  you  say  to  a  scheme  of  this  kind — that 
when  a  difficulty  arose  involving  interstate  commerce  or  the  mails 
each  party  should  name  at  once  an  arbitrator,  and  the  Government 
should  name  a  third  one,  and  the  three  together  should  settle  the 
difficulty  at  once  and  put  it  on  record? 

Mr.  ^EiiJ..  I  think  tnat  would  be  compulsory  arbitraticm. 

Mr.  .Vdamson.  Of  course  it  would  be.  If  you  are  going  to  do  any- 
thing, why  not  do  it  ? 

Mr.  Xeilx*.  There  are  certain  fundamental  principles  and  prac- 
tices involved  in  these  disputes  that  are  so  important  to  the  parties 
concerned  that  any  labor  organization  on  the  one  hand  and  any  em- 
ployer on  the  other  hand  would  prefer  to  go  down  to  wreck  and  ruin 
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rather  than  to  a^ree  absohitely  to  submit  to  the  decision  of  that 
principle  by  a  disinterested  party.  They  prefer  to  have  their  busi- 
ness ruined  at  once  rather  than  submit  to  the  acceptance  of  that  prin- 
ciple. 

Mr.  Adamson.  Do  you  not  think  if  each  party  was  going  to  select 
its  own  arbitrator  it  would  select  some  one  capable  of  judging  its 
own  riffhts  as  well  as  the  Commissioner  of  Labor? 

Mr.  Neill.  In  a  case  of  that  kind  the  third  man  would  give  the 
decision. 

Mr.  Ada^isun.  Yes;  but  each  one  on  each  side  could  afford  a  good 
deal  of  information  as  to  his  line  of  business. 

Mr.  Neill.  Yes;  but  if  they  have  a  fixed  opinion  as  to  the  rights 
of  the  controversy  and  either  side  feels  that  it  is  essential  to  their 
business  or  their  organization,  they  w^ill  not  submit  it  to  arbitration, 
and  they  should  not  be  compelled  to  do  so. 

Mr.  Adamson.  If  the  Government  is  going  to  appoint  the  one  and 
each  side  concerned  appoints  another,  then 

Mr.  Neili..  I  understand  this  bill  does  not  compel  either  party  to 
accept  the  decision  of  the  tribunal. 

Mr.  Ada:^i8on.  I  know.  If  you  are  going  into  this  thing,  why  not 
have  something  effective? 

Mr.  Neill.  Because  I  feel  that  under  the  present  uncertain  con- 
dition of  public  opinion  as  to  what  is  right  and  what  is  not  right  in 
some  of  these  disputes  it  would  be  most  unfortunate  to  leave  it  to  any 
individuals  to  say:  "This,  in  our  judgment,  is  right,  and  we  are 
going  to  subject  you  to  our  view  of  it." 

Mr.  Mann.  Would  there  be  anv  objection  if  both  sides  w^ere  repre- 
sented directly  on  the  board  of  arbitration  and  the  report  of  the  board 
was  required  to  be,  as  in  jury  cases,  unanimous? 

Mr.  Neill.  No;  I  do  not  think  there  would  be  any  objection  what- 
ever to  that,  Mr.  Mann. 

Mr.  TowNSEND.  Would  anything  ever  be  accomplished  in  that? 

Mr.  Neill.  Yes:  something  would  be  accomplished  in  many  cases. 

Mr.  Mann.  Jurors  often  do  agree  when  they  have  gone  out  with 
opposite  views. 

Mr.  TowNSEND.  But  you  do  not  put  the  two  parties  to  the  contro- 
versy on  the  jury. 

Mr.  Neill.  Not  only  that,  but  in  many  contracts  at  the  present 
time  there  is  a  provision  for  arbitration,  which  provides  simply  that 
these  cases  shall  be  submitted  to  a  board  of  6,  3  to  be  appointed  by 
each  side.  It  makes  no  provision  for  the  seventh  arbitrator.  Those 
boards  do  settle  many  controversies.  In  the  anthracite  coal  region, 
for  example,  there  is  a  board  of  conciliation,  as  it  is  called,  composed 
of  3  representatives  of  the  miners,  who  are  officers  of  the  district 
organizations  of  the  miners,  and  3  representatives  of  the  coal  opera- 
tors. They  have  had  before  them  over  150  grievances.  There  is  a 
provision  that  in  case  of  a  deadlock  they  shall  apply  to  Judge  Gray, 
or  one  of  the  judges  of  his  circuit,  for  an  umpire;  and  I  believe  that 
out  of  over  150  cases  only  about  20  cases  have  required  the  services  of 
an  umpire. 

Mr.  Ada3ison.  If  you  had  added  to  those  six,  three  appointed  by 
the  Government  or  representing  the  Government,  it  would  have  been 
impartial  and  able,  would  it  not? 

Mr.  Neill.  Yes;  but  neither  side  would  be  willing  to  submit  to 
that  tribunal  certain  questions  that  came  up. 
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Mr.  Adamson.  In  civilization  all  of  us  have  to  submit  to  certain 
things. 

Mr.  Neill.  The  onljr  place  where  we  are  compelled  to  submit  our 
judgment  to  the  judgment  of  the  courts  is  in  cases  where  public  senti- 
ment is  crystallized  as  to  what  is  right  and  what  is  wrong  and  where 
some  law  represents  that  crystallized  sense  of  the  community.  In 
any  proposition  where  the  sentiment  is  as  divided  as  it  is  now  on 
many  phases  of  the  labor  problem,  and  where  the  view  held  to-day 
may  not  be  the  view  held  ten  years  hence,  I  think  it  would  be  unwise 
and  unfortunate  to  compel  any  body  of  men  to  submit  to  any  board 
matters  vital  to  their  interests  or  their  success,  such  as  questions 
often  involved  in  strikes,  because  you  might  thereby  compel  a  man  to 
go  to  iail  because  his  action  did  not  tally  with  some  other  man's  indi- 
vidual view  of  what  was  right.  It  might  have  been  an  individual 
view  impossible  ever  to  have  been  enacted  into  law. 

Mr.  (taines.  This  is  an  effort,  as  I  understand  it,  to  have  hereafter 
(government  intervention  in  matters  which  have  heretofore  been  con- 
sidered not  fit  subjects  for  Government  supervision  at  all ;  in  other 
words,  the  private  relations  between  employer  and  employee  in  mak- 
ing their  contracts  with  each  other. 

Mr.  Neill.  As  I  undei-stand  it,  there  is  no  desire  to  interfere  in  any 
private  relations  between  employer  and  employee  until  those  rela- 
tions result  in  an  intolerable  nuisance  to  the  public. 

Mr.  Gaines.  That  would  be  at  once  the  gi'ound  and  occasion  for 
this  intervention? 

Mr.  Xeill.  Exactly. 

Mr.  (jaines.  But,  after  all,  the  intervention  proposed  is  interven- 
tion by  the  Federal  Government  in  matters  not  heretofore  deemed 
proper  subjects  of  governmental  supervision. 

Mr.  Xeill.  Unquestionably. 

Mr.  Mann.  Mr.  Neill,  is  there  any  authority  conferred  in  this 
bill  upon  the  special  board  of  arbitration  which  the  Bureau  of  Labor 
does  not  now  possess,  except  the  one  of  compulsory  attendance  of 
witnesses  ? 

Mr.  Neiu^.  The  Bureau  of  Labor  at  the  present  time  has  no  power 
to  compel  anyone  to  give  information. 

Mr.  Mann.  I  say,  excepting  the  compulsory  attendance  of  wit- 
nesses? 

Mr.  Neill.  Of  course  that  is  the  whole  meat  of  the  bill.  It  is 
simply  the  difference,  I  say 

Mr.  Mann.  I  want  to  know  if  there  is  anything  in  this  bill  which 
would  extend  the  authority  your  Bureau  now  has  except  the  com- 
l)iilsory  attendance  of  witnesses? 

Mr.  Xeill.  No. 

Mr.  Mann.  For  instance,  under  the  organic  act  establishing  your 
Bureau  the  Commissioner  of  Labor — 

is  gpeelaUy  charged  to  Investigate  the  oauses  of,  and  facts  relating  to.  all  con- 
troversies and  disputes  between  employers  and  eniiiloyees.  as  they  may  occur, 
and  which  may  tend  to  interfere  with  the  welfare  r)f  the  people  of  the  differ- 
ent States,  and  report  thenreon  to  Congress. 

Now,  is  the  authoritj  in  this  bill  any  broader  than  that  as  to  the 
scope  of  the  investigation?    It  can  not  be  any  broader  than  that  act. 
Mr.  Neill.  None  whatever. 
Mr.  Mann.  The  onlv  distinction  in  this  bill  is  that  it  makes  a 
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board  of  iU'bilratioii  inhilead  of  llie  Couiinissunior  of  Labor;  and 
second,  it  authorizes  the  compulsory  attendance  of  witnesses.  Now, 
for  instance,  the  House  yesterday  passed  a  Senate  bill,  I  think,  for 
the  investipition  by  the  Department  of  Commerce  and  Labor — very 
likely  to  be  carried  on  by  your  Bureau  oi*  the  Census  Bureau — of  the 
industrial  conditions  of  women  and  children.  Xothinor  is  said  in  that 
bill  about  the  compulsory  attendance  of  witnesses. 

It  was  disclaimed  on  the  floor  of  the  House  that  it  carried  any 
such  authority.  Under  this  bill  that  we  have  now  could  vou  make 
an  investigation  of  the  hidustrial  conditions  of  women  and  children 
in  the  case  of  a  strike,  say  in  one  of  the  southern  cotton  mills,  and 
have  compulsory  attendance  of  witnesses^ 

Mr.  Xeill.  Do  you  mean  under  this  bill  now? 

Mr.  Mann.  Under  this  bill  pending  here  now. 

Mr.  Neiix.  I  do  not  understand  that  the  Connnissioner  of  Labor 
would  have  any  power  whatever  under  this  bill  that  he  has  not  at 
present. 

Mr.  Mann.  I  do  not  mean  the  Connnissioner  of  Labor.  1  mean  the 
board.  Would  not  this  })ending  bill  here  now  confer  on  the  board  of 
arbitration  practically  the  same  jurisdiction  in  case  of  a  strike  and 
give  them  the  authority  to  compel  the  attendance  of  witnesses,  and 
thereby  force  a  num  running  a  cotton  mill — say,  for  instance,  who 
does  not  wish  to  give  voluntary  information — force  him  to  give  him 
the  information  asked  for? 

Mr.  Neill.  As  I  understand  this  bill  and  its  purpose,  Mr.  Mann, 
it  would  not  give  that  commission  power  to  go  into  any  mill  in  anv 
small  dispute,  or  in  fact  in  any  cast*  until  the  strike  reached  such 
proportions  as  to  become  a  serious  menace  to  interstate  commerce, 
or  as  to  bring  about  serious  conditions  aifecting  the  people  of  more 
than  a  single  State. 

Mr.  Mann.  You  understand  that  the  bill  itself  does  that;  but  I 
understand  you  to  say  that  the  bill  itself  provides  for  any  dispute 
between  an  individual  and  an  employee,  leaving,  of  course,  the  exer- 
cise of  the  power  to  the  administration  for  a  proper  reason. 

Mr.  Neiij..  My  recollection  is  that  the  bill  contains  some  clause 
stating  that  it  shoidd  not  be  used  unless  there  was  serious  inter- 
ference with  interstate  commerce. 

Mr.  Mann.  I  do  not  think  that  is  in  the  bill. 

Mr.  Neill.  If  it  is  not,  I  agree  with  you  that  it  certainly  ought 
to  be  there. 

Mr.  TowNSEND,  This  is  the  clause  which  has  been  quoted  so  many- 
times  I  reads]  : 

That  whenever  within  any  State  or  States,  Territory  or  Territories  of  the 
Ignited  States  a  controversy  eoncerninf?  wa>?es.  hours  of  lahor.  or  conditions  of 
employment  shaU  arise  between  an  employer  beinjr  an  individual,  partnership, 
asso<i:iti<»n.  coriwnition,  or  otlier  eonibination,  and  the  employees,  or  associa- 
tion, or  combination  of  employe<»8  of  such  employer,  l»y  reason  of  which  con- 
troversy the  transportation  of  the  TTnited  States  mails,  the  operations,  civil  or 
military,  of  the  Government  of  the  X'nited  States,  or  tlie  free  and  regular  move- 
ment of  conniierce  among  the  several  States  and  with  foreign  nations  is  in  the 
Judgment  of  the  President  interrupted  or  directly  affected,  or  threatened  with 
being  so  interrupted  or  directly  affected,  tlie  President  shall  in  his  discretion 
inquire  into  the  same  and  investigate  tlie  causes  thereof. 

Mr.  Neill.  What  mmiber  is  it,  Mr.  Mann? 
Mr.  TowNSEND.  H.  R.  10840. 
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Mr.  Adamson.  a  cotton  factory  in  Massachusetts,  for  example,  is 
just  as  "constitutional"  and  just  as  tender  as  a  cotton  factory  in 
Ihe  South  when  you  trample  on  its  toes.  When  goods  are  manu- 
factured in  a  State  and  those  goods  are  shipped  out  of  that  State,  a 
strike  in  the  factory  might  interrupt  interstate  commer^^e.  I  want 
to  inquire  if  a  factory  incorporated  or  chartered  under  the  State  of 
Massachusetts,  under  the  laws  of  Massachusetts,  had  a  strike,  no 
matter  how  serious,  that  interrupted  the  operation  of  the  factory 
and  the  shipping  of  goods  abroaa,  whether  the  President  would  go 
into  that  State  and  have  a  Federal  investigation? 

Mr.  Neill.  As  I  have  said  all  the  way  along,  I  think  this  power 
should  be  exercised  very  sparingly. 

Mr.  Adamson.  I  will  take  out  the  word  "  sparingly."  I  will  make 
it  the  big^e>Jt  factory  in  the  ITnited  States.  I  will  make  it  a  dozen 
factories,  if  you  will. 

Mr.  Neill.  I  am  frank  to  say  that  there  should  be  an  investiga- 
tion of  that,  in  my  judgment.  If  there  is  any  business  organization 
in  the  United  States,  no  matter  whether  it  is  within  tlie  confines  of  a 
single  city  or  not,  w'hich  builds  up  such  a  large  business  that  I,  living 
in  another  State,  depend  upon  that  organization  for  my  comiiuKlity, 
and  that  factory  gets  into  a  controversy  with  its  employees,  I  think 
I  have  the  right  to  have  somebody  go  in  there  and  see  if  I  am  de- 
prived of  the  commodity,  which  I  am  dependent  upon,  without  just 
or  sufficient  cause. 

Mr.  Adamson.  My  information  is  that  the  largest  single  tobacco 
factory  in  the  United  States  is  located  in  (leorgia. 

Mr.  Mann.  xVll  big  things  are  in  the  South,  you  know. 

Mr.  Adamson.  No;  if  that  were  in  Illinois  it  would  be  just  about 
the  same.  They  ship  that  tobacco  out  of  the  State.  You  say  if  there 
is  a  strike  there  and  the  commerce  is  interrupted  that  ought  to  be 
investigated? 

Mr.  Xeill.  Xo,  sir.  I  did  not  say  that.  I  said  that  whenever  any 
employer  or  producer  developed  his  business  to  such  a  point  that  a 
large  part  of  the  public  are  dependent  upon  him,  no  matter  what  he 
is  called,  lejjally  he  becomes  a  quasi-public  purveyor.  You  can  not 
get  around  It.  You  may  call  him  any  legal  name  you  want,  but  if 
any  large  part  of  the  connnunity  becomes  dependent  upon  a  single 
producer,  then  they  have  the  right  to  say  that  they  shall  not  be  in- 
commoded by  an  unreasonable  controversy  between  him  and  his 
employees. 

Mr.  Mann.  He  uses  the  word  '•connnunity.'*  You  should  make  a 
distincti(m  between  connnunity  and  Government  as  Wtween  the 
National  and  State  Governments. 

Mr.  Neill.  I  think  my  own  position  there  is  very  clear,  Mr.  Mann. 
As  I  said  a  moment  ago,  we  can  get  around  it  legally  any  way  we 
want  to,  but  in  the  modern  development  of  industry  wlien  a  man 
developes  his  business  to  such  a  point  that  I  am  solely  dependent  upon 
him  and  have  to  get  my  product  from  him  or  suffer  deprivation  in 
consequence  if  I  can  not  get  it  from  him,  then  I  think  outside  com- 
munities have  a  warrant  for  interference,  and  the  (mly  interference 
we  can  get  is  through  the  National  Government. 

Mr.  Mann.  Take,  for  instance,  a  controversy  or  emulation  or 
rivalry — T  do  not  now^  think  of  a  l^etter  term — between  New  England 
and  the  South  as  to  the  manufacture  of  cotton.     Some  Massachusetts 
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men  think  they  will  be  driven  out  of  the  cotton  manufacturing  busi- 
ness. It  is  dependent  somewhat  upon  the  hours  of  labor  and  the 
class  of  labor.  Do  you  think  that  Congress  has  the  power  in  the  case 
of  a  strike  between  the  employees  of  a  cotton  mill  m  Massachusetts 
and  the  employers  there  to  mvestigate  the  conditions  of  cotton  manu- 
facture in  Georgia  and  all  through  the  South,  and  make  a  recom- 
mendation as  to  legislation  by  Congress  or  otherwise,  and  compel 
people  all  over  the  country  to  come  before  them  and  reveal  the  details 
of  their  private  business? 

Mr.  Neill.  Unquestionably  not. 

Mr.  Mann.  This  bill  purports  to  do  that.  Here  is  a  strike  between 
a  cotton  mill  and  its  employees  in  Massachusetts.  The  determination 
as  to  the  rights  in  that  case  may  depend  entirely  upon  the  relation  be- 
tween the  cotton-mill  owners  and  their  employees  in  Texas — their 
rivals  in  business. 

Mr.  Neill.  I  can  not  see  that  the  commission  would  have  the  right 
to  go  outside  of  the  people  immediately  concerned  in  the  controversy, 
and  who  had  brought  about  the  conditions  which  had  been  described 
as  intolerable.     Now,  in  order  not  to  be  misunderstood 

Mr.  Mann.  For  instance,  here  is  a  strike  betw^een  the  producers  of 
anthracite  coal;  the  mine  operators  and  their  men.  Do  you  think 
the  board  of  arbitration  would  have  any  jurisdiction  to  inquire  as  to 
the  conditions  in  the  soft-coal  regions? 

Mr.  Neill.  They  might  have  the  right  to  make  such  an  inquiry 
there  as  could  be  made  voluntarily. 

Mr.  Mann.  I  do  not  st»e  anything  in  the  bill  that  would  give  the 
compulsory  right. 

Mr.  Neill.  If  it  is  not  in  there,  it  should  be. 

Mr.  TowNSENn.  Vou  think  it  should  be  nmde  compulsory  on  the 
people  in  actual  controversy? 

Mr.  Neill.  Yes.  As  to  the  statement  I  made  a  moment  ago,  I 
realize  that  it  was  taking  a  very  advanced  stand,  and  I  do  not  wish  to 
be  misunderstood  upon  it;  I  wish  to  be  made  perfectly  clear.  As  I 
said  a  moment  ago.  if  there  is  a  strike  and  the  supply,  or  a  part  of  the 
supply,  of  any  commodity  is  cut  off,  and  I  have  any  other  resource  and 
can  secure  that  commodity  from  other  producers,  my  first  duty  would 
be  to  turn  there  and  secure  it;  and  even  if  the  price  went  up  it  would 
not  on  this  account  wj'.rrant  the  Federal  (Tovernment  in  interfering. 
But  if  the  situation  should  bring  about  a  condition  of  absolute  hard- 
shij),  it  would  wiirrant  the  Government  in  interfering.  I  am  as  much 
averse  as  anybody  to  the  (Tovernnient's  going  in  to  settle  any  contro- 
versy that  could  be  settled  without  its  interference.  But  there  ought 
to  be  no  chance  that  this  commission  should  interfere  with  or  make 
inquiry  into  anybody's  business  who  had  not  l)een  a  party  to  the 
creation  of  the  intolerable  conditions  under  which  the  public  might 
be  suffering. 

Mr.  Kennedy.  Do  you  think  there  would  be  any  danger  of  our 
electing  a  President  who  would  abuse  the  power  to  inquire  into  these 
big  things  by  inquiring  into  little  trivial  affairs? 

Mr.  Neill.  No,  sir:  I  have  sufficient  confidence  in  the  public  to 
believe  that  they  are  not  going  to  elect  that  kind  of  a  President. 

Mr.  Mann.  I  think  that  is  a  violent  presumption. 

Mr.  Kennedy.  You  are  familiar  with  labor  difficulties? 

Mr.  Neill.  I  may  be  an  optimist,  Mr.  Mann. 
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Mr.  Kennedy.  You  have  had  a  great  deal  of  experience  with  labor 
troubJes.  Are  you  able  to  state  to  the  committee  m  how  many  cases 
the  public  sentiment  has  substantially  been  the  judge  that  has  settled 
tho?e  cases?  I  live  in  what  seems  to  be  a  center  of  difficulties  of  that 
kind,  and  nearly  ever}'  one  of  them  that  I  have  any  knowledge  of  has 
been  finally  settled  when  the  general  public  got  to  know  the  merits 
of  the  controversy. 

Mr.  Xeilx..  I  can  cite  even  better  testimony  than  my  own  judgment 
of  that  matter.  During  the  anthracite  coal  strike  Mr.  Mitchell  stated 
that  no  organization  could  stand  for  one  moment  in  the  face  of  a 
well-informed  public  sentiment  opposing  either  a  particular  strike  or 
the  methods  oi  their  organization.  The  only  difficulty  at  present  is 
that  each  side  sometimes  goes  on — I  do  not  wish  this  to  be  understood 
as  being  the  common  practice,  but  in  large  strikes  it  is  entirely  possi- 
ble and  does  occur — ^but  both  sides  resort  to  practices  which  aggra- 
vate the  situation  immeasurably,  and  which  they  would  not  resort 
to  if  they  knew  the  actual  facts  were  all  to  be  brought  out.  Each 
side  makes  special  pleas  to  the  public  to  justify  its  acts,  and  hides  its 
own  practices. 

Mr.  Kennedy.  The  stories  of  the  walking  delegate  on  the  one 
hand  and  the  employers  on  the  other  differ  as  far  as  night  differs 
from  day  as  to  the  merits  of  a  controversy,  as  they  give  them  out  ? 

Mr.  Neill.  Yes;  and  usually  they  are  both  partially  wrong. 

Mr.  Richardson.  I  want  to  point  out  the  difference  between  this 
bill  and  the  power  and  privileges  that  are  given  to  the  Department 
of  Commerce  and  Labor  under  the  publicity  clause  of  the  act  creat- 
ing that  Department.  Has  not  Commissioner  (larfield,  under  the 
publicity  clause  of  the  act  creating  the  Department  of  (\)nnnerce 
and  Labor,  the  authority  to  direct  you  and  to  suggest  men  to  go  with 
you  to  nuike  every  inquiry  into  strikes  and  contests  about  wages  and 
thus  create  that  public  oi)inion  which  you  rely  upon  so  much? 

Mr.  Neill.  As  I  understand  it,  the  Commissioner  of  Corporations 
can  not  direct  the  Commissioner  of  Labor  to  do  anything.  The 
President  could  direct  him,  but  even  he  can  not  direct  him  to  make 
bricks  without  straw. 

Mr.  Mann.  It  is  provided  in  the  organic  act. 

Mr.  Xeill.  The  organic  act  provides  that  he  shall  make  any  reports 
which  the  President  may  direct  him  to  make. 

Mr.  Richardson.  The  President  has  unquestionable  authority  under 
the  act  creating  the  Department  of  Conmierc(»  and  Labor  to  ascer- 
tain, by  inquiries  to  be  made,  certain  facts,  and  when  those  facts 
are  reported  to  him  he  can  either  refuse  to  or  publish  what  {)art  of 
the  facts  so  submitted  to  him  as  he  i)leases.  Now,  is  not  that  au- 
thority expressly  given  in  that  act  to  the  Commissioner  of  Corpora- 
tions, Mr.  Garfield?  If  he  is  required  to  make  an  investigation 
of  a  labor  ccmtroversy  arising  on  any  grounds  he  would  not  make 
an  investigation  of  a  labor  controversy  over  your  head  without  ask- 
ing you  to  assist  in  it?  You  are  not  advocating  anything  that  is 
compulsory.  You  simply  want  to  have  a  verdict  rendered  by  six 
or  seven  men  that  will  stop  right  there  and  merely  create  that  very 
public  opinion  which  you  maintain  will  result  in  acouiesc^nce  on 
l)oth  sides.  Why  not  have  three  or  four  men  associated  with  you 
under  this  act  creating  the  Department  of  Commerce  and  Labor  if 
the  same  good  results  would  come  as  you  claim  would  come  under 
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this  bill?     Why  create  different  forums  of  inquiry  when  you  have 
now  ample  law  for  that  purpose. 

Mr.  Neii.l.  Because  the  only  thing  we  could  do  under  the  act  cre- 
ating our  Department  is  to  ask  people  to  tell  their  story  and  pub- 
lish it. 

Mr.  Adamson.  Could  you  not  find  out  all  that  this  commission 
could  find  out? 

Mr.  NEiiiL.  Up  to  this  time  I  have  advised  against,  and  will  advise 
against,  the  conferring  of  any  inquisitorial  powers  upon  the  Com- 
missioner of  Labor.  This  bill  which  Mr.  Mann  speaks  of  provides 
that  the  same  power  shall  be  given  as  is  given  to  the  Director  of  the 
C/eii^us. 

Mr.  Adamson.  It  might  be  distasteful  to  you,  but  if  you  had  the 
power  to  get  the  information,  could  you  not  get  the  same  information 
that  the  board  of  arbitration  could  get? 

Mr.  TowNSEND.  He  is  endeavoring 

Mr.  Adamson.  You  have  not  answered  my  question  yet. 

Mr.  TowxsEND.  He  is  endeavoring  to  answer  it. 

Mr.  Kennedy.  If  the  power  was  given,  he  would  have  it.  That  is 
what  that  sort  of  a  question  loads  to. 

Mr.  Adamson.  The  question  is,  AMiy  could  you  not  get  the  same 
information  that  the  commission  could  get  if  you  had  the  same 
power  ? 

,  Mr.  Sherman.  If  you  had  the  same  power  conferred  upon  you  that 
the  commission  would  have  conferred  upon  it,  you  could  obtain  the 
same  information  that  the  commission  could? 

Mr.  Neiix.  Certainly;  unquestionably,  if  you  ask  whether  it  could 
be  done.   . 

Mr.  Adamson.  I  ask  you.  If  we  increase  your  powers  so  that  yon 
could  force  witnesses  to  disgorge,  then  could  you  not  learn  just  as 
mucli  as  the  commission  could? 

Mr.  Neill.  I  think  w^e  could. 

Mr.  Gaines.  But,  Mr.  Neill,  have  you  not  insisted  right  along  that 
after  you  had  rendered  one  opinion — made  one  statement  as  to  the 
inerit'^  of  a  controversy  incidentally  upon  one  side  or  the  other — they 
would  be  afterwards  less  willing  to  have  you  make  an  investigation? 

Mr.  Ryan.  It  would  l>e  permanent,  like  any  Bureau  of  the  Gov- 
ernment. 

Mr.  Neill.  Certainly. 

Mr.  TowNSEND.  I  would  like  to  have  you  say  why  you  do  not 
think  that  would  be  a  wise  thing. 

Mr.  Neill.  In  the  first  place,  going  back  to  the  suggestion  I  made 
a  moment  ago,  in  the  present  unsettled  state  as  to  the  right  and 
wrong  of  propositions  involved  in  these  disputes,  I  do  not  think  it 
would  be  wise  for  any  single  man  to  be  allowed  to  give  his  unbiased 
opinion  and  have  the  weight  of  the  (jovernment  behind  it.  In  the 
next  place,  after  he  had  made  his  report,  taking,  for  example,  s(mie 
question  of  fundamental  importance  to  the  organization  of  workmen 
or  the  employers,  and  reported  upon  it  once,  if  another  strike  oc- 
curr.M'  nii'J  he  wa^  called  upon  to  report  again,  they  would  not  only 
\n\t  obstructions  in  liis  way.  but  an  etFort  would  W  uiade  by  them  to 
gei  rid  ;  f  tliat  official  as  an  investigator.  I  think  that  would  be 
fatal  to  the  work  of  the  Hmvau.  In  the  third  place,  I  do  not  believe, 
Mr.  (laines,  that  the  opini(m  of  any  single  individual,  no  matter  what 
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governmental  position  he  holds,  would  be  equal  to  the  opinion  of  a 
commission  composed,  as  this  would  probably  be,  of  men  of  un- 
questioned high  standing  in  the  community. 

Mr.  Ryan.  Both  of  employers  and  employees  ? 

Mr.  Neill.  Yes.  Take  for  example,  the  case  of  the  Anthracite 
Coal  Strike  Commission.  Most  of  these  were  men  whom  you  could 
not  have  in  a  governmental  position  such  as  we  are  discussing.  To- 
gether they  had  a  standing  m  the  community  far  above  that  of  any 
bureau  chief  in  the  United  States,  and  their  opinion  carried  weight 
because  of  the  high  standing  of  the  men.  This  is  illustrated  also  in 
the  Texas  Pacific  dispute  which  recently  occurred.  One  of  the  arbi- 
trators is  the  president  of  a  raih-oad  himself,  one  of  the  most  impor- 
tant men  in  his  section  of  the  country.  And  I  think  in  a  strike  in- 
volving vital  mattei"s  on  this  commission  you  could  secure  some  of 
the  most  representative  men  in  the  United  States — men  of  such 
standing  and  of  such  position  that  their  opinion  would  carry  more 
weight  than  any  (Jovernment  official. 

Mr.  RiniARDSON.  Don't  you  think,  on  account  of  the  growing  in- 
terests of  labor  and  their  magnitude  and  the  frequency  of  these 
mighty  striken,  that  there  is  a  demand  on  account  or  its  importance 
that  the  authority  of  the  Bureau  of  Labor  should  be  increased  and 
should  be  made  a  department,  with  a  head  who  shall  be  an  executive 
officer  in  the  Cabinet  of  the  President  ? 

Mr.  Xeill.  That  is  a  question  to  which  I  have  not  given  enough 
thought  to  make  suggestions  on.  ^ , 

Mr.  Richardson.  It  is  a  great  question  in  the  country.  The  Presi- 
dent frequently  calls  upon  leading  labor  leaders  to  come  and  confer 
with  him.  Would  it  not  be  much  l^etter  and  more  convenient  for  him 
to  have  somebody  in  his  .Cabinet  with  whom  he  could  advise  on  such 
matters  ? 

Mr.  Mann.  Mr.  Richardson  is  defending  the  position  he  took  when 
the  Department  of  Commerce  and  Labor  was  created. 

Mr.  Neill.  I  think  much  could  be  said  in  behalf  of  that  proposi- 
tion. 

Mr.  Richardson.  It  is  true  I  did  stand  for  the  creation  of  a  De- 
partment of  Ijabor  \Vith  a  Secretary  in  the  Cabinet  of  the  President. 
The  Democrats  were  all  for  it  and  the  Republicans  were  against  it. 
Subsequent  events  have  convinced  me  of  the  correctness  of  my  posi- 
tion at  that  time. ' 

Mr.  Mann.  That  can  go  into  the  record  as  being  contradicted. 

Mr.  A  DAMSON.  If  you  will  refer  to  the  able  reply  I  made  on  the 
floor  of  the  House  to  Judge  Richardson  you  will  find  that  we  have 
already  stH'Uivd  a  l)ei)artment  of  Commerce.     [Laugliter.] 

Mr.  (tainks.  In  your  answer  to  the  question  by  Mr.  Adamson, 
would  you  not  also  include,  Mr.  Neill,  as  one  of  the  very  important 
advantages  of  the  commission  over  a  Commissioner  of  Labor,  for  the 
purposes  of  the  bill,  this — ^that  the  necessity  of  raising  a  special  com- 
niis.sion  in  a  c^se  to  be  investigated  would  tend  to  promote  the  infre- 
quency  of  the  exercise  of  the  pow  er  ? 

Mr.  Xeill.  Undoubtedly  it  would  have  that  effect,  and  it  would 
lx»  a  desirable  effect.  I  think  if  the  Commissioner  of  Labor  were 
authorized  to  make  these  investigations  they  would  he  made  three 
times  as  frequently  as  they  would  be  if  made  by  the  commission. 
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Mr.  Gaines.  I  think  I  would  want  to  give  this  power,  if  to  anybody, 
to  a  special  commission. 

Mr.  Kennedy.  The  commission  would  carry  more  weight,  would 
it  not,  than  the  report  of  the  Commissioner  of  Labor? 

Mr.  Neill.  Undoubtedly.     I  have  repeated  that  ven^  emphatically. 

Mr.  Kennedy.  The  report  of  the  Commissioner  of  Ijabor  would  be 
attacked  by  interiested  parties,  saying,  perhaps,  he  had  decided  in 
favor  of  the  party  that  he  thought  had  the  most  influence  to  sustain 
him  in  his  place  as  Commissioner,  whereas  the  commission  would  be 
absolutely  tree  from  such  implication? 

Mr.  Neill.  Yes.  I  feel  myself  that  there  is  really  no  room  for 
discussion  on  the  merits  of  the  two  propositions,  as  to  whether  the 
commission  or  a  bureau  chief  should  do  it. 

Mr.  Adamson.  All  young  lawyers  recognize  the  right  to  cuss  the 
court,  and  people  generally  imitate  them,  and  in  any  position  that  a 
man  gets  into  he  can  raise  the  same  objection. 

Mr.  Neill.  But  there  is  always  a  presumption  in  favor  of  the 
integrity  and  intelligence  of  the  court. 

Mr.  Mann.  That  presumption  is  true  with  reference  to  the  Com- 
missioner of  Labor. 

Mr.  Neill.  No  ;  unfortunately  I  do  not  think  it  is.  I  do  not  think 
a  commission  would  have  been  attacked  as  the  Commissioner  of  Labor 
was  attacked  last  year  for  a  report  on  conditions  in  connection  with 
the  beef -packing  industry  in  Chicago. 

Mr.  Mann.  The  official  often  thinks,  because  somebody  does  not 
agree  with  him,  that  he  has  been  awfully  abused  after  abusing  some- 
body else. 

Mr.  Neill.  No.  There  is  a  presumption  alwavs  in  favor  of  the 
intfelligence  and  honesty  of  the  court,  and  the  public  rather  resents  a 
criticism  of  the  court.  In  so  far  as  an  executive  officer  is  concerned, 
I  think  the  presumption  is  frequently  a  little  the  other  way. 

Mr.  TowNSEND.  In  the  matter  of  a  court,  its  business  is  to  interpret 
the  acts  of  Congress — the  business  of  a  Federal  court? 

Mr.  Neill.  Undoubtedly 

Mr.  TowNSEND.  On  rules  already  laid  down;  and  the  success  of 
this  commission  would  depend  upon  its  fairness,  apparently,  to  the 
public. 

Mr.  Adamson.  The  experience  you  referred  to,  Mr.  Commissioner, 
might  be  called  a  case  Avhere  "  blessed  are  ye  whea  men  shall  revile 
you  and  persecute  you,  and  say  all  manner  of  evil  against  you 
falsely,"  and  "  then  shall  the  Lord  say,  '  Friend,  come  up  higher, 
we  will  give  you  a  better  job.'  " 

Mr.  Neill.  I  am  looking  for  my  reward  hereafter.     [Laughter.] 

Mr.  Stevens.  I  understand  there  are  three  statutes  now  in  exist- 
ence which  cover  somewhat  the  same  field:  First,  the  conciliation 
statute  of  1898,  which  you  recently  acted  under;  second,  the  statute 
creating  the  Bureau  or  Department  of  Labor,  which  you  work  under, 
and  third,  the  statute  creating  the  Bureau  of  Corporations.  These 
statutes  confer  about  the  same  authority  as  is  conierred  in  this  act, 
except,  first,  the  power  to  create  a  board,  and  second,  the  power  to 
administer  oaths  and  to  compel  compulsory  testimony  of  individuals 
engaged  in  interstate  commerce.  I  understand  that  the  Bureau  of 
Corporations  has  authority  to  investigate  corporations,  and  you  have 
authority  to  investigate  individuals? 
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Mr.  TowNSEND.  Outside  of  railroads. 

Mr.  Stevens.  Yes;  outside  of  railroads,  and  the  chairman  of  the 
Interstate  Commerce  Commission  and  the  Commissioner  of  Lahor 
under  the  conciliation  act  have  the  authority  to  investigate  transpor- 
tation companies.  This  act  gives  authority  to  administer  oaths  and 
compel  compulsorj'  attendance  of  witnesses  engaged  in  interstate 
commerce  outside  of  the  transportation  business? 

Mr.  Neiix.  Yes. 

Mr.  TowNSEND.  The  law  of  1898,  which  may  call  into  existence  or 
into  use  the  chairman  of  the  Interstate  Commerce  Commission  and ' 
the  Commissioner  of  Labor,  does  not  give  you  and  the  Interstate 
Commerce  Commission  the  right  at  first  under  that  law  to  proceed 
with  all  these  investigations  ot  your  own  motion? 

Mr.  Neill.  Oh,  no.  The  law  of  1898  only  provides  that  the  chair- 
man of  the  Interstate  Commerce  Commission  and  the  Commissioner 
of  Labor  shall  simply  act  as  mediators  when  requested  b}'  either 
side,  and  if  arbitration  is  resorted  to  at  all  the  arbitrators  are  selected 
hy  the  two  parties  to  the  controversy,  and  then  they  do  have  the 
power  to  administer  oaths  and  compel  attendance.  But  the  vital 
difference  is  that  that  body  has  no  power  to  initiate  investigations. 
The  principal  merit  of  this  bill,  in  my  jud^ient,  is  the  power  of  in- 
itiative, without  waiting  for  anybody's  invitation. 

Mr.  Stevens.  First,  the  power  of  the  initiative;  second,  the  power 
to  bring  in  individuals  and  corporations  and  investigate  tlieir  affairs 
in  a  compulsory  manner  by  means  of  the  creation  of  a  board ;  and 
next,  the  controvei*sy  concerning  governmental  functions,  which  does 
not  now  exist  under  any  statute. 

Mr.  Neiix.  As  I  said,  Mr.  Stevens,  I  speak  with  reluctance  of  any 
legal  question,  not  being  a  lawyer;  but  I  do  not  understand  that  the 
Bureau  of  Corporations  at  the  time  of  its  creation  had  any  such 
thing  as  this  in  contemplation. 

Mr.  Mann.  Such  a  thing  as  what? 

Mr.  Neiix.  The  investigation  of  a  strike.  I  do  not  understand  that 
the  Bureau  of  Corporations  or  anybody  else  has  any  such  power  as 
the  power  to  investigate  the  labor  side  of  a  strike. 

Mr.  Ste:>"ens.  The  Bureau  of  Corporations  can  investigate  the 
affairs  of  a  corporation. 

Mr.  Neill.  It  would  be  a  very  simple  matter  for  those  concerned 
in  the  affairs  of  a  company  or  corporation  to  turn  the  management 
of  a  strike  over  to  an  individual  to  act  for  them.  I  do  not  think  it 
will  be  possible  for  the  Commissioner  of  Corporations  to  get  behind 
that  if  it  were  tried. 

Mr.  Mann.  Why? 

Mr.  Neill.  It  would  ho  no  longer  a  question  with  a  corporation, 
but  a  question  with  an  individual. 

Mr.  Mann.  Don't  you  think  the  Interstate  Commerce  Commission, 
when  investigating  the  subject  of  railroad  rates,  for  instance,  could 
call  anybody  before  it  and  put  them  under  oath? 

Mr.  Neux.  I  think  they  could  if  it  is  germane  to  the  issue  or 
MU'^slion  of  railroad  rates. 

Mr.  Mann.  They  are  not  confined  to  a  corporation.  They  can 
call  any  individual  before  them.  Of  course  as  to  the  authority  to 
investigate  they  depend  upon  whether  it  was  germane  or  not.  The 
questions  put  to  the  witnesses  would  have  to  be  germane  to  the  ques- 
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tion  concerning  the  corporation,  but  would  not  a  strike  be  germane 
to  the  subject  of  the  investigation  of  a  corporation? 

Mr.  Neill.  I  can  conceive  of  many  important  cases  in  which  I  do 
not  think  it  would  be,  Mr.  Mann. 

Mr.  Russell.  A  man  might  be  guilty  of  a  subterfuge  in  order  to 
evade  the  investigation  it-self. 

Mr.  Neill.  Yes.  There  is  a  tendency  now  for  employers  to  fomi 
organizations  similar  to  those  of  labor  organizations,  and  when  a 
strike  is  on  the  management  of  the  strike  on  the  part  of  the  corpoRi- 
tion  may  be  turned  over  to  an  officer  of  this  organization  or  an  agent. 
This  organization  will  contribute  to  the  losses  incurred  by  the  eni- 

Eloyers,  if  losses  are  incurred,  and  the  matter  is  then  placed  in  the 
ands  of  a  representative  of  a  national  corporation  organization, 
not  in  the  hands  of  the  emploj^er  directly,  and  in  the  hands  of  a 
representiUive  of  the  labor  organizations,  and  from  that  time  on  the 
matter  is  in  the  hands  of  those  two  people  mentioned. 

Mr.  Mann.  Have  you  any  doubt  as  to  the  authority  of  the  Com- 
missioner of  Corporations  to  investigate  that  subject,  including  the 
compulsory  attendance  of  witnesses? 

Mr.  Neill.  It  seems  to  me,  Mr.  Mann,  it  would  l^e  very  far-fetched 
to  claim  that  he  could  go  into  that. 

Mr.  Mann.  If  that  be  so,  this  bill  would  not  go  any  further  than      i 
that. 

Mr.  Neill.  I  think  it  would. 

Mr.  Mann.  No;  this  bill  does  not  contemplate  a  conflict  between 
individuals.  It  is  between  a  labor  organization  on  one'  side  and 
employers  on  the  other  side.  There  is  no  authority  here  unless  the 
conflict  is  between  the  employer  and  employee. 

Mr.  Neill.  If  that  is  not  provided  in  the  bill  it  would  be  a  fatal 
omission. 

Mr.  Mann.  It  is  very  evident  that  Congress  could  not  confer  upon 
any  conmiission  authority  as  a  national  proposition  to  enter  into  a 
dispute  between  an  employers'  organization  and  an  employees'  organ- 
ization which  did  not  afl'ect  any  conmKxlity  produced  or  controlled 
by  anybody. 

Mr.  Neill.  I  am  speaking  of  conditions  where  the  actual  strike 
occurs,  where  the  interference  occnirs.  The  plant  may  be  tied  up 
completely,  but  the  proj^rietors  of  this  ])lant  withdraw  from  the  con- 
troversy, and  the  controversy  is  then  carried  on  between  represent  - 
atives  of  tlie  associations  on  both  sides. 

Mr.  TowNSEXi).  Still  affecting  interstate  commerce? 

Mr.  Neill.   Yes. 

Mr.  Mann.  Then,  under  the  law  they  can  inquire  into  it  as  atfect- 
ing  the  output  of  a  corporation.  If  it  does  not  affect  the  output  of  a 
corporation,  then  we  have  no  jurisdiction  to  inquire  into  it  for  siny 
purpose.  Just  as  far  as  Congress  can  confer  authority  the  authority 
IS  already  conferred  on  the  Bureau  of  Corporations. 

Mr.  Neill.  In  that  case  the  Bureau  of  Corporations  would  go  ti> 
a  certain  point  in  the  investigation  and  there  find  itself  at  a  standstill. 

Mr.  Mann.  If  we  have  the  c<mstitutional  jurisdiction,  it  can  go  all 
the  way  through. 

Mr.  Stevens.  I  am  of  the  same  opinion  with  Mr.  Mann — that  tlio 
Bureau  of  Corporations  has  authority  to  investigate  the  work  of 
corporations  engaged  in  interstate  commerce  which  may  involve  the 
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t)perations  of  a  strike,  but  it  has  no  authority  to  investigate  indi- 
nduals  or  partnerships.  You  have  authority  to  investigate  indi- 
viduals and  partnerships  under  the  Bureau  of  Labor,  but  you  have 
no  power,  we  understand,  to  summon  witnesses  and  have  compulsory 
attendance,  and  so  forth.     I  think  that  is  the  essence  of  this  bill. 

Mr.  Neill.  Undoubtedly. 

Mr.  Stevens.  That  is  a  question  for  the  committee  to  determine — 
that  particular  thing? 

Mr.  Xefll.  Ye.s.  If  one  party  is  investigating  one  end  of  it,  and 
another  part}'  another  end  of  it,  the  power  should  be  lodged  in  the 
same  party.  If  the  power  is  now  lodgjed  in  the  Bureau  of  Corpora- 
tions. tlH\v  ought  to  be  allowed  to  go  still  further. 

Mr.  Stevens.  AAHiat  I  was  trying  to  get  at  was  how  they  could  get 
further  authority. 

Mr.  Sherman.  (lentlemen,  the  hour  for  adjournment  has  arrived. 
We  stand  recessed  until  10.80  o'clock  to-morrow  morning. 

Mr.,  (taines.  Mr.  Neill,  could  you  file  with  your  statement  the 
several  statutes  that  have  been  referred  to  similar  in  nature  to  this 
pending  bill  ? 

Mr.  Neill.  Yes. 

(Thereupon  a  recess  was  taken  until  10.30  o'clock  to-morrow  morn- 
ing, January  23,  1907.) 
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Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Washington^  D.,  C,  Tuesday,  January  8,  1907. 

The  committee  met  this  day  at  "10.35  o'clock  a.  m.,  Hon.  William  P. 
Hepburn  in  the  chair. 

The  Chairman.  Gentlemen,  the  special  order  to-day  is  the  consid- 
eration of  House  bill  20153,  the  bill  providing  for  the  issuance  of  mile- 
age books  by  railroads  engaged  in  interstate  commerce. 

ilr.  Shbralan.  Mr.  Chau'man,  I  suggest  that  we  ascertain  who  are 
here  desiring  to  be  heard  upon  this  oill,  and  upon  which  side  they 
desire  to  be  heard.  I  have  notified  the  several  passenger  associations 
as  to  this  hearing,  as  the  committee  knows,  without  any  authority  of 
the  committee,  of  my  own  volition,  and  I  have  also  notified  the  officers 
of  the  several  commercial  travelers'  associations  throughout  the 
United  States,  and  I  have  letters  and  telegrams  from  several  of  them 
saying  they  will  be  here.  I  think  perhaps  it  would  be  well  to  ascer- 
tain who  are  here. 

The  Chairman.  I  think  that  is  a  good  suggestion.  Gentlemen, 
will  you  who  favor  the  measure  pending  give  your  names  to  the  clerk 
of  the  committee  now,  if  you  please,  so  that  we  can  know  who  want  to 
be  heard  and  arrange  for  some  procedure?  Are  there  any  persons 
here  who  favor  this  legislation? 

ifr.  ilANN.  Outside  of  the  committee  ?     [Laughter.] 

The  Chairman.  That  is  understood.     Is  there  any  response? 

Mr.  Bartlett.  There  seems  to  be  an  "offing." 

The  Chairman.  Are  there  any  gentlemen  here  w^ho  are  in  opposi- 
tion to  the  legislation  ? 

Mr.  Lewis  E.  Payson.  Mr.  Chairman,  you  will  recollect  that  at  the 
last  meeting  of  the  committee,  when  this  matter  was  put,  ex-Senator 
Faulkner  and  myself  applied  for  a  continuance  of  the  hearing  in  order 
that  preparations  might  be  made  for  the  proper  discussion  of  the  sub- 
ject. In  connection  with  the  suggestion  of  the  gentleman  from  New 
V ork  I  may  say  now,  in  order  that  the  record  may  show  it,  that  I 
appear  here  in  opposition  to  this  bill  and  others  of  tne  same  character 
for  the  so-called  Harriman  lines,  the  Union  Pacific  system  and  the 
Southern  Pacific  system,  aggregating  about  fifteen  thousand  miles. 

Mr.  Charles  J.  Faulkner.  There  are  a  number  of  gentlemen  here 
who  are  opposed  to  this  bill  and  are  ready  to  present  their  views  to  the 
Committee.  I  suppose  the  clerk  can  take  the  names  of  these  gentle- 
men without  my  naming  them  all;  in  fact  I  would  not  be  able  to 
state  all  of  them.  I  know  Secretary  Herbert  is  here,  representing 
one  of  the  roads,  and  the  Rock  Islana  is  represented,  and  the  Atche- 
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son,  Topeka  and  Santa  Fe  is  represented,  the  Denver  and  Rio  Grande, 
and  a  number  of  those  roads  associated  with  it  are  represented.  I  do 
not  know  the  others. 

Mr.  Sherman.  Senator,  are  any  passenger  associations  repre- 
sented ? 

Mr.  Faulkner.  They  are  represented  through  these  gentlemen. 

Mr.  Sherman.  Not  as  associations? 

Mr.  Faulkner.  I  do  not  know  whether  they  are  represented  as 
associations  or  not.  I  know  some  of  them  have  been  requested  to 
speak  for  those  associations.  You  will  find  that  in  the  evidence 
when  it  is  developed. 

Mr.  Hilary  A.  Herbert.  Mr.  Chairman,  I  represent  the  Seaboard 
Air  Line  Railway  in  opposition  to  the  bill. 

Mr.  Faulkner.  The  Southern  Railway  is  also  represented  here  by 
the  General  Passenger  Agent. 

Mr.  H.  L.  Bond,  jr.  I  represent  the  Baltimore  and  Ohio. 

Mr.  Sherman.  Let  each  gentleman  write  his  name  on  a  slip  of 
paper,  showing  the  road  he  represents,  and  hand  it  to  the  stenogra- 
pher.    We  can  then  have  it  in  the  record. 

Mr.  Payson.  I  think  each  gentleman  should  announce  who  he  is. 

Mr.  Sherman.  The  gentleman  who  represents  the  Baltimore  and 
Ohio  will  give  the  stenographer  his  name. 

Mr.  H.  L.  Bond,  jr.  Rly  name  is  H.  L.  Bond,  jr.,  Second  Vice  Presi- 
dent of  the  Baltimore  and  Ohio 

Mr.  T.  B.  Harrison,  jr.  I  represent  the  Louisville  and  Nashville. 

Mr.  Faulkner.  I  will  offer  two  names  to  start  the  investigation 
with,  and  I  think  that  is  concurred  in  by  Judge  Payson  and  Secretary 
Herbert.     First,  Mr.  Nicholson. 

The  Chairman.  Is  he  present?  • 

Mr.  Faulkner.  Yes,  sir. 

The  Chairman.  Mr.  Nicholson,  we  will  hear  you  now 

STATEMENT  OF  MR.  GEORGE  T.  NICHOLSON,  OF  CHICAGO,  THIRD 
VICE-PRESIDENT  OF  THE  SANTE  FE  SYSTEM  LINES. 

Mr.  Nicholson.  Mr.  Chairman  and  gentlemen,  I  represent  the 
Santa  Fe  Railroad^  and  I  am  also  on  the  committee  representing  the 
Western  Passenger  Association  and  the  Southwestern  Passenger 
Bureau. 

Mr.  Richardson.  Wh?>  t  position  do  you  hold  in  the  railroad  ? 

Mr.  Nicholson.  I  am  Third  Vice-President  of  the  Sante  Fe  system. 

Mr.  Ryan.  You  cm  fire  aw?  y  now. 

Mr.  Nicholson.  It  is  my  underst  nding  that  this  hearing  is  prima- 
rily to  consider  H.  R.  bill  20153,  which  legisl  tes  for  a  imivers  J  mile- 
age book  of  1,000  miles  denominrtion  ht  2  cents  per  mile  fl*t,  inter- 
change ble  between  kU  United  States  r  ilways,  unlimited  cs  to  time, 
unrestricted  i  s  to  cl.  ss  of  trains,  and  redeem?  ble  ''upon  presentation 
at  anj^  ticket  office  of  any  railroad  eng..ged  in  interstate  commerce 
at  their  fi  ce  v.  lue.'' 

Such  legisl  tion,  however,  would  have  the  prompt  effect  of  estab- 
lishing a  m  ximum  r.  te  of  2  cents  per  mile  tor  trip  tickets  between 
all  points  in  the  United  States,  whether  St  te  or  interst  te,  even  in  ad- 
vance of  St  te  legisl  tion,  which  would  be  sure  to  follow  rs  soon  vb 
the  workings  of  the  univers  1  mileage  ticket  came  to  be  understood. 
Such  gross  discrimination  in  favor  of  the  citizen  who  is  able  to  tem- 
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porarily  invest  $20  in  his  ticket  and  against  the  unfortunate  citizen 
who  could  not  do  so  should  not  and  would  not  be  allowed  to  con- 
tinue. Bear  in  mind  that  the  surplus  in  $20  over  and  Lbove  the  cost 
of  the  immediate  trip  can  be  recovered  at  the  journey's  end  upon 
present. .tion  of  unused  coupons  to  the  station  egent. 

H.  R.  bill  20153  therefore  is  just  fs  effective  in  estcblisliing  a 
maximum  ri*te  of  2  cents  per  mile  as  is  H.  R.  bill  21572  or  H.  R.  bill 
22133;  and,  with  your  permission,  I  will  jddress  much  of  my  remj.rks 
to  the  question — '*  Is  2  cents  per  mile  a  fair  and  living  rate  for  West- 
em  n  ilroc-ds?''  I  s  v  "Western"  not  because  I  think  such  rate  to 
be  fi-ir  for  '^Bcstem  roads,  but  becuuse  I  am  empowered  to  repre- 
sent those  in  the  West  only. 

Mr.  Chairman,  I  do  not  know  that  vou  care  to  have  me  proceed  on 
that  line,  of  considering  the  other  bills,  or  not? 

The  Chairman.  Use  your  own  pleasure  about  that.  We  usually 
consider  allied  bills  when  considering  a  particular  bill. 

Mr.  Nicholson.  The  statement  I  nave  pre-^ared  is  largely  in  behalf 
of  the  roads  I  represent,  the  Sante  Fe  Railroad  System,  whose  lines  are 
located,  as  I  said,  in  the  s^^arsely  settled,  arid,  and  semi-arid  regions  of 
the  Southwest,  though  later  on  I  was  requested  also  to  represent  the 
railroads  generally  in  the  territoiy  represented  also  by  other  gentle- 
men here;  so  that  my  remarks  now  will  be  largely  as  to  the  Sante  Fe. 
But  I  will  say  that  practically  the  same  condition  exists  in  practically 
all  the  railroads  in  that  territory,  and  any  statements  that  are  true  as 
to  one  are  true  also  as  to  the  others. 

I  first  have  a  statement  here  showing  the  location  of  the  mileage  of 
the  roads  which  compose  the  Sante  Fe  System  in  the  difll'erent  States 
and  Territories  through  which  they  run.  As  a  matter  of  information 
I  will  stat^  that  these  roads  in  the  Sante  Fe  System  run  in  the  States  of 
Illinois,  Iowa,  Missouri,  Kansas,  Nebraska,  Oklahoma,  Indian  Terri- 
tory, Texas,  Colorado,  New  Mexico,  Arizona,  and  California.  With 
the  exce^)tion  of  some  little  mileage  in  Iowa  and  lUinois  and  Missouri, 
in  a  total  of  8,500  miles,  seventy-eight  hundred  odd  miles  are  located 
west  of  the  Missouri  River,  so  that  it  is  a  far-western  proposition 
mainly. 


States  and  Territoriefi.  Miles. 


States  and  Territoriee.  Miles. 


lUinoli '  290.70 

Iowa 19. 8ti 

MlMOUri 298.77 

Kansas 2.606.02 

Nebraska 2.53 

Oklahoma 612. 49 

Indian  Terrllor>' 215.61                Totfll 8,444.72 


Texas I  1.483.20 

(\)lorado 406. 86 

i  New  Mexico '  8»i.  84 

Arizona '  408,33 

California I,2li3. 4fi 


Of  which  7.835.33  is  west  of  Missouri  River. 

Before  presenting  the  facts  and  figures  which  to  us  seem  conclu- 
sive evidence  that  the  reduction  of  fares  proposed  by  H.  R.  20153, 
and  other  bills,  can  not  in  justice  be  made,  we  wish  to  sav  a  few 
words  on  some  aspects  of  the  passenger-fare  question,  which  we 
believe  have  been  misimderstood  or  whose  importance  has  not  fully 
been  appreciated. 

It  is  often  argued  that  because  a  two-cent  fare  exists  on  a  few  of 
the  great  trunk  lines  that  railroads  generally  should  not  be  allowed 
to  charge  a  higher  fare. 
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This,  to  us,  seems  neither  a  vahd  nor  a  sufficient  reason  for  taking 
away  from  the  raikoads  of  the  Southwest  a  large  part  of  their  earn- 
ings from  interstate  business.  The  wide  diversity  of  circumstances 
and  conditions  that  prevails  east  and  west  of  the  Mississippi  River 
is  overlooked.  This  argument  takes  no  account  of  the  fact  that  in 
the  communities  that  have  a  two-cent  fare  the  local  population  is 
several  times  larger  and  the  through  travel  many-fold  greater  than 
in  the  Southwest. 

A  rate  that  will  not  only  cover  expenses,  but  leave  a  fair  margin  of 
profit  on  the  main  line  of  the  New  i  ork.  New  Haven  and  Hartford, 
the  Pennsylvania,  the  New  York  Central  and  its  connections,  the 
Lake  Shore  and  Michigan  Central,  would  reduce  the  railroads  of  the 
West  to  less  than  the  cost  of  service.  These  eastern  railroads  are  the 
great  highways  of  the  continent.  Over  these  roads  run  the  great 
tide  of  through  travel  and  a  vast  volume  of  mail  and  express. 

Where  passenger  business  is  light,  as  it  is  in  the  West,  it  can  not  be 
handled  with  profit  at  as  low  rates.  A  light  traffic  means  few  trains 
with  but  few  people  in  them.  With  a  large  traffic  only  is  a  low  fare 
possible.  This  is  true  because  with  a  large  volume  of  business,  if 
competition  is  not  excessive,  the  number  of  persons  in  each  train  will 
be  comparatively  high  and  there  will  be  many  trains.  The  cost  of 
maintaining  and  operating  the  road  can  thus  be  divided  among  many 
trains,  each  of  which  is  able  to  bear  its  share  of  the  total  expense  of 
running  the  road. 

The  point  I  wish  to  make  there,  Mr.  Chairman,  is  this:  That  it  is 
absolutely  impossible  for  any  one  to  establish  a  fixed  rate,  whether  it 
be  one  cent,  two  cents,  three  cents,  ten  cents,  or  any  other  figure,  per 
mile.     If  it  is  conceded  to  be  fair  to  the  railroads  in  the  thicklv-settled 

f>ortions  of  the  United  States,  the  same  rate  can  not  and  will  not  be 
air  under  any  circumstances  to  the  roads  serving  the  sparsely-settled 
regions.  There  is  no  such  thing  as  fixing  a  uniform  rate  that  is  fair 
to  all.  It  will  either  be  unjustly  low  to  a  part  of  the  roads,  or  unjustly 
high  to  the  roads  having  the  larger  volume  of  business. 

This  being  true,  the  number  of  passengers  carried  per  mile  of  rail- 
road, or  as  it  is  commonly  called,  the  density  of  traffic,  is  of  the  great- 
est importance.  It  means  to  a  railroad  all  that  a  big  output  signifies 
to  a  manufacturing  plant.  Indeed,  it  is  of  much  greater  significance, 
for  there  probablv  is  no  other  business  that  has  so  many  fixed  expendi- 
tures that  must  be  made,  regardless  of  the  volume  of  business  trans- 
acted as  the  railroad. 

The  volume  of  traffic  per  mile  of  railroad  wall  show  all  differences 
of  density  of  population  per  mile  of  railroad,  of  location  of  road  with 
respect  to  through  routes  of  travel,  and  all  difl'erences  in  industrial 
life.  Much  might  be  written  about  the  greater  density  of  the  popula- 
tion of  the  Eastern  and  Middle  States,  and  of  their  greater  population 
per  mile  of  railroad,  and  of  their  favorable  location  with  respect  to 
through  travel,  and  of  the  fact  that  the  people  of  manufacturing  and 
trading  communities  must  necessarily,  in  the  course  of  business,  travel 
more  than  the  people  of  the  agricultural  and  grazing  States  and  Ter- 
ritories of  the  Southwest,  but  a  bare  statement  of  the  facts  will,  I 
think,  suffice. 

Are  the  faros  paid  in  the  Southwest  relatively  as  low  as  those  paid 
in  the  States  of  the  East?  They  certainly  are  if  due  allowance  is 
made  for  difl^erences  in  the  volume  of  travel  and  for  variations  in  the 
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number  of  persons  in  trains,  and  a  comparison,  to  be  of  value,  must 
rive  proper  consideration  to  these  divergences,  for  it  makes  all  the 
difference  in  the  world  whether  there  are  forty  or  fifty  or  seventy-five 

Sassengers  in  a  train  and  whether  there  are  two  or  four  or  eight  or  a 
ozen  or  more  trains  daily. 

In  order  that  that  may  be  understood  a  Uttle  more,  you  gentle- 
men, of  course,  know  that  the  standard  rates  of  fares  differ  in  the 
various  States  and  Territories  of  the  United  States.  In  some  of  the 
Eastern  States  the  rate  is  now  as  low  as  2  cents  a  mile  by  State  legis- 
lation; but  generally  throughout  the  East  they  are  not  as  low  as 
2  cents  a  mile.  They  range  between  2  cents,  2\  cents,  and  3  cents. 
On  the  Western  roads  in  the  territory  I  represent,  on  the  lines  west 
of  the  Mississippi  River,  you  go  as  far  as  tne  Rockv  Mountains  on  a 
3-cent  basis,  and  when  you  get  into  territory  such  as  New  Mexico 
and  jVrizona  and  part  of  Calilomia  and  Idaho  and  Utah  you  get  into 
the  4-cent  rate.  It  used  to  be  more  than  4  cents.  Recently  heavy 
reductions  have  been  made  by  railroads  serving  that  section. 

Mr.  Mann.  Take  the  cost  of  a  winter  ticket  from  Chicago  to  Los 
Angeles  now,  for  example. 

Mr.  Nicholson.  It  is  $110  a  round  trip. 

Mr.  Mann.  What  is  the  distance  by  your  road  ? 

Mr.  Nicholson.  2,265  miles. 

Mr.  Mann.  How  much  is  that  per  mile? 

Mr.  Nicholson.  For  that  road  it  is  practically  2  cents  a  mile. 

Mr.  Mann.  Of  course,  if  you  do  not  mean  2,200  miles. 

Mr.  EscH.  It  is  double  that  for  the  round  trip. 

Mr.  Nicholson.  That  is  not  the  trip  they  take. 

Mr.  Mann.  You  do  not  mean  2,200  miles  for  the  round  trip? 

Mr.  Nicholson.  It  is  4,500  miles  for  the  round  trip. 

Mr.  Mann.  What  you  receive. is  2  cents  a  mile? 

Mr.  Nicholson.  There  is  not  any  ticket  in  the  world  that  covers 
the  diversity  of  routes  that  these  round-trip  tickets  cover.  You 
can  ride  botn  ways  or  one  way.  The  mileage  does  not  represent  the 
average  mileage  given  to  each  purchaser  of  one  of  these  tickets.  A 
purchaser  may  go  down  to  Santa  Fe  and  to  Los  Angeles  and  then  up 
to  San  Francisco  and  come  east  to  Denver  and  Chicago. 

Mr.  Mann.  What  is  the  distance  the  longest  way  he  can  go  on  a 
ticket  to  cost  $110? 

Mr.  Nicholson.  To  be  accurate,  I  should  have  to  make  some 
figures,  but  I  should  say  it  would  probably  be  considerably  over  5,000 
miles.  There  are  other  gentlemen  here,  probably,  who  can  make  that 
calculation  more  closely  than  I  can. 

The  Chairman.  Proceed,  Mr.  Nicholson. 

Mr.  Nicholson.  The  average  number  of  passengers  in  the  trains  of 
the  New  York,  New  Haven  and  Hartford  Railroad  during  the  year  1905 
was  76  and  the  trains  were  not  long,  the  average  number  of  passenger 
cars  in  a  train  being  but  4.28  cars.  With  so  many  persons  in  each 
train  one  would  of  course  expect  lower  fares  than  on  the  roads  of  the 
Southwest,  and  especially  when  the  much  larger  number  of  trains  run 
by  the  New  Haven  is  considered. 

The  great  diversity  in  the  density  of  travel,  and  in  the  average 
passenger  train  load,  and  in  the  number  of  trains  run,  and  in  the 
passenger  train  earnings  per  mile  of  road  of  the  great  railroad  systems 
in  the  thickly  peopled  parts  of  the  East  and  on  the  Santa  Fe  lines  is 
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made  clear  by  the  following  table  compiled  from  the  amiual  reports  of 
the  companies  for  the  fiscal  year  1905,  showing  the  number  of  pas- 
sengers carried  one  mile  per  mile  of  line,  the  average  number  of 
passengers  in  a  train,  the  average  number  of  passenger  trains  daily 
over  each  mile  of  line,  and  the  passenger  train  earnings  per  mile  of 
line. 

Mr.  Sherman.  Is  it  not  a  fact  that  the  New  York,  New  Haven  and 
Hartford  road  is  the  only  road  in  the  country  whose  passenger  earn- 
ings amount  to  more  than  one-half  of  their  receipts? 

Mr.  Nicholson.  I  think  that  is  so.  First,  I  will  state  what  the  Santa 
Fe  earned,  so  that  you  can  see  how^  these  figures  compare.  The  Santa 
Fe  earned  $23,900  per  mile — a  little  bit  less  than  $24,000  per  mile. 

Mr.  Kennedy.  With  its  passenger  traffic  alone? 

Mr.  Nicholson.  Yes;  sir.  On  the  New  Haven  road  the  earnings 
were  $11,634.  On  the  New  York  Central  road  the  earnings  were 
$9,028. 

Mr.  Mann.  This  is  per  mile  of  single  track? 

Mr.  Nicholson.  Yes;  sir.  The  New  Haven  is  given  at  2,075.45 
miles.     The  New  York  Central  is  3,47 1 .5  miles. 

Mr.  Mann.  That  is  based  on  the  supposition  of  a  single-track  road? 

Mr.  Kennedy.  Where  is  it  double  track  they  do  not  count  the 
distance  twice,  do  they? 

Mr.  Nicholson.  It  is  their  mileage  earnings.  They  may  have  one, 
or  eight,  or  ten  tracks.  On  the  Lake  Shore  road  it  is  7,231  miles.  On 
the  Pennsylvania  it  is  6,846  miles. 

Mr.  EscH.  You  mean  dollars  instead  of  miles? 

Mr.  Nicholson.  Yes;  dollars,  I  should  say.  Yes;  I  beg  your 
pardon.  On  the  Santa  Fe  road  we  have  an  average  of  4.7  passenger 
trains  daily  over  each  mile  of  line,  or  a  little  bit  less  than  nve  trams 
daily  over  each  mile  of  railroad.  That  would  be  2 J  miles  each  way. 
On  the  New  Haven  they  have  over  20;  on  the  New  York  Central,  18; 
on  the  Lake  Shore,  nearly  13;  on  the  Pennsylvania,  over  16. 


pa;rn^/rB    ni'SJbT      -^Sf?    '  Passenger 


New  Haven  (2,075.45) 566,450 

New  Yorkrentral  f3,47l.5) 421, 6«<) 

Lake  Shore  (1,520.4) 243.300  i 

Michigan  Central  (1,699.6) 146,697 

Pennsylvania  R.  li.  (3,839.1) ,  340, 003 

Santa  Fe  (8,305.4) 89.520 


76 

20.2 

$11,634 

65 

18.5  , 

9,028 

53   , 

12.9 

7,231 

45  , 

9.2 

3,914 

58 

16.1 

6,846 

52  ! 

4.7 

2,390 

Mr.  Kennedy.  Can  you  give  the  earnings  of  your  road,  including 
freight,  per  mile  ? 

Mr.  Nicholson.  On  the  Sante  Fe? 

Mr.  Kennedy.  Yes. 

Mr.  Nicholson.  Well,  I  can  compute  that  for  you. 

Mr.  Kennedy'.  Yo^  can  approximate  it,  can  you  not? 

Mr.  Nicholson.  Yes,  sir.  The  eamings"^  are  approximately 
$73,000,000;  the  mileage  is  approximately  8,500. 

Mr.  Sherman.  Mr.  Nicholson,  let  me  ask  you  this:  Is  it  not  a  fact, 
for  instance,  as  to  the  New  Haven  road,  the  New  York  Central,  the 
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Pennsylvania  road,  and  many  others,  that  by  reason  of  the  special 
conun .  tation  rates  that  they  give  to  a  very  large  percentage  of  their 
daily  travelers,  the  average  rate  charged"  per  mile  is  considerably 
below  2  cents? 

Mr.  Nicholson.  I  can  not  say  but  what  that  is  true.  I  do  not  know 
what  their  average  is. 

Mr.  George  W.  Boyd,  general  passenger  agent  of  the  Pennsylvania 
Railroad.  I  wo'.  Id  Uke  to  say  for  the  Pennsylvania  Railroad,  if  you  will 
pardon  the  intr.  sion,  that  o  r  percentage  of  comm*  tation  travel  is 
very  small  as  compared  with  the  whole,  and  while  it  red'  ces  the 
average  rate  slightly,  it  is  not  an  important  factor  in  that  connection. 

Mr.  Lovering.  Do  you  refer,  Mr.  Nicholson,  in  your  figures  to  the 
trackage  or  mileage? 

Mr.  Nicholson.  I  refer  to  the  trackage. 

Mr.  Lovering.  Three  thousand  four  hundred  miles  of  New  York 
Central  means  trackage? 

Mr.  Nicholson.  It  is  taken  from  their  time  cards.  From  New 
York  to  Buffalo  they  have  several  tracks.  It  does  not  make  any 
difference  whether  the  train  nins  over  one  or  two  tracks,  or  in  any 
other  way. 

Mr.  Lovering.  Do  you  say  that  the  New  York  Central  has  3,400 
miles  of  mileage  ? 

Mr.  Nicholson.  Three  thousand  four  hundred  and  seventy-one 
miles. 

Mr.  Kennedy.  That  is  the  mileage  you  would  have  to  pay  to  ride 
over  all  its  lines  ? 

Mr.  Sherman.  Do  you  incl  de  the  Lake  Shore  m  that? 

Mr.  Nicholson.  No,  sir.     That  is  separate. 

Mr.  Sherman.  Why  don't  you  incli  de  the  Lake  Shore  if  you 
incl:  de  the  Boston  and  Albany?  Do  you  include  the  Boston  and 
Albany? 

Mr.  Nicholson.  I  did  not  make  up  any  of  the  statistics.  The 
p.  rpose  of  these  statistics  is  simply  to  snow  that  the  amo;  nt  of  money 
we  took  in  per  mile  of  railroad  for  passenger  bi  siness  was  so  much  less 
than  that  taken  in  in  pop:  lo.  s  sections  of  the  co;  ntry. 

Mr.  Sherman.  B  t  you  do  not  make  it  clear  whether  or  not  you 
are  fig'  ring  on  trackage  or  mileage. 

Mr.  Ryan.  The  New  York  Central  and  all  its  branches,  he  means. 

Mr.  Wanger.  What  is  your  figi  re  for  mileage  on  the  Pennsylvania? 

Mr.  Nicholson.  3,839  'miles. 

Mr.  Wanger.  Does  that  represent  single  tracks  or  m'  Itiple  tracks? 

Mr.  Boyd.  I  am  passenger  agent  of  the  Pennsylvania.  That  rep- 
resents the  one-way  distance,  not  the  act'  al  mileage.  It  is  approxi- 
mately, as  I  remember,  12,000  miles.  The  fig-  re  he  gives  represents 
the  one-way  distance.  It  does  not  represent  the  sidings  or  double- 
trackage  mileage. 

Mr.  Kennedy.  That  inclrdes  the  Pennsylvania  Company? 

Mr.  Boyd.  That  means  trackage.  There  may  be  5,000  miles  of 
track. 

Mr.  Sherman.  What  goes  to  make  up  that  mileage  of  the  New 
York  Central? 

Mr.  Fairlamb.  The  New  York  Central  proper,  the  Boston  and 
Albany,  the  Watertown  and  Ogdensburg,  tlie  West  Shore,  the  Mo- 
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hawk,  the  Auburn  branch,  the  Adirondack  Division,  and  what  is 
known  as  the  Fallbrook  Division,  r tanning  down  through  WilHams- 
port  and  west  thro:  gh  Clearfield,  Pa. 

Mr.  Sherman.  It  does  not  include  the  Lake  Shore? 

Mr.  Fairlamb.  It  includes  no  line  west  of  Buffalo  except  the  line 
at  Niagara  Falls  and  Suspension  Bridge. 

Mr.  iliCHARDSON.  I  understand  that  two  cents  per  mile  would 
mean  bankruptcy  in  certain  sparsely-settled  regions,  while  at  the 
same  time  it  might  mean  profit  in  others? 

Mr.  Nicholson.  Yes.  While  it  may  be  fair  in  the  East,  that  same 
figure  would  be  unfair  in  the  West;  yes. 

Mr.  Richardson.  The  appUcation  of  a  two-cent  rate  to  roads  situ- 
ated under  different  conditions  would  be  very  unfair,  and  that  would 
apply  to  the  railroads  of  the  far  Western  States  as  well  as  of  those 
of  the  Southern  States? 

Mr.  Nicholson.  Yes. 

Mr.  CusHMAN.  The  original  construction  cost  the  railroads  in  the 
Rocky  Mountain  region,  and  also  the  cost  of  operation  is  very  much 
greater  than  in  the  East  ? 

Mr.  Nicholson.  I  am  not  an  operation  or  a  construction  man,  but 
I  suppose  that  railroads  constructed  now  are  probably  more  expen- 
sive than  those  constructed  at  any  other  time  in  the  history  oi  the 
country.  The  Western  roads  are  constructing  roads  now,  and  the 
people  want  them  to  construct  more  roads  all  tne  time.  The  present 
IS  the  most  expensive  period  of  construction.  I  could  not  answer 
that  question  whether  it  is  more  expensive  in  the  West  than  in  the 
East  to  build  railroads. 

The  Chairman.  It  would  be  wise  procedure,  perhaps,  to  let  this 
gentleman  get  through  with  his  remarks.  If  we  keep  constantly 
mterrupting  and  diverting  him  from  the  line  of  his  argument  it  wUl 
prolong  the  proceedings.  If  we  first  let  him  get  through  it  will  be 
more  expeditious.  I  make  that  as  a  general  suggestion,  not  referring 
to  anybody  particularly. 

Mr.  Richardson.  That  may  refer  to  me. 

Mr.  Sherman.  And  to  me  [laughter]. 

Mr.  Nicholson.  The  figures  of  this  table  show  that  the  fares  pre- 
vailing in  the  West  are  less  profitable  than  those  prevailing  in  the 
East  when  all  essential  facts  are  considered.  It  must  be  remembered 
that  2-cent  fares  exist  on  only  a  very  small  part  of  the  mileage  of  the 
great  systems  of  the  East;  the  average  is  much  nearer  3  than  2  cents 
per  mile.  Also  that  great  reductions  have  only  recently  been  volun- 
tarily made  in  the  fares  of  Colorado,  Arizona,  California  and  other 
far  Western  territory,  not  because  of  any  public  demand,  but  because 
the  railroads  themselves  recognized  that  the  increased  population 
and  travel  warranted  the  reduction.  Similar  voluntary  action  has 
been  taken  by  them  at  various  opportune  times  in  the  past,  as  witness 
the  reduction  in  New  Mexico  and  Arizona  from  10  to  8,  from  8  to  6, 
from  6  to  5,  and  from  5  to  4  cents  per  mile  during  the  past  twenty 
years. 

We  were  chare:ing  10  cents  per  mile  when  I  first  went  out  t^^ere. 
We  reduced  it  without  leg:islation  from  10  cents  to  8  cents,  and  from 
8  cents  to  6  cents,  and  from  6  cents  to  5  cents,  just  as  the  traffic 
would  permit  us  to  reduce  the  fare ;  and  we  take  tlie  position  that  we 
are  in  constant  touch  with  the  Western  situation,  and  just  as  soon 
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as  we  can  afford  to  make  reductions  from  the  present  rate  we  will 
do  it  voluntarily — ^for  tlie  selfish  purpose  of  making  more  money. 
But  we  do  not  believe  that  the  time  has  yet  come  w].en  we  can 
afiford,  voluntarily  or  otherwise,  to  establisli  as  low  a  rate  as  2  cents 
a  mile. 

Here  is  a  little  table  showing  the  population  and  railway  mileage. 
New  York  las  937  population  for  each  mile  of  railway.  Massacliu- 
setts  has  1,414;  Pennsylvania  has  611;  New  Jersev  has  884;  Con- 
necticut 954.  Tl  ese  are  large  figures.  Now,  getting  down  to  the 
territory  of  the  road  wliich  I  represent,  sirs,  taking  tl  em  in  the 
order  from  east  to  west,  Illinois  nas  443,  Iowa  242,  Missouri  430, 
Kansas  178,  Nebraska  196,  Colorado  116,  Indian  Territory  165, 
Oklahoma  Territory  163,  Texas  275,  New  Mexico  84,  Arizona  75, 
California  253.  That  is  all  that  we  have  to  draw  on.  If  we  hauled 
free  all  the  people  we  could  haul,  tliat  is  all  we  would  have  to  draw 
from.     You  can  not  make  business  unless  there  is  a  demand  for  it. 


Population  and  Railway  Mileage. 


state  or  Territory. 


,  Number  of 
pe'^p'.c  to 
leach  mile  of{ 
I   railway. 


ininots 

Iowa , 

Misaouii 

Kanaaa 

Nebraska 

Colorado , 

Indian  Territory 

Oklahoma  Temtory . 
Texas 


44.S 
242 
430 
178 
196 


State  or  Territory, 


New  Mexico 

Arisrona 

California 

Connecticut 

Massachusetts. 

116  i;  New  York 

165  I   New  Jersey 

Pennsylvania . . 

United  States.. 


163 
275 


Number  of 

p  cpl-^*  to 

each  mile  of 

railway. 


84 
76 
253 
954 
1,414 
P37 
884 
611 
379 


Mr.  Mann.  When  you  say  you  have  nobody  to  draw  on  for  the 
traffic  except  people  living  in  New  Mexico  and  Arizona  it  so:  nds 
almost  as  tno;  gh  yo  i  intended  it  for  a  joke. 

Mr.  Nicholson.  What  else  do  yoii  have? 

Mr.  Mann.  We  have  a  great  many  people  from  Chicago  who  go 
there. 

Mr.  Nicholson.  That  is  Illinois. 

Mr.  ALvNN.  You  have  a  great  many  people  from  New  York. 

Mr.  Sherman.  You  have  a  great  many  people  who  travel  from 
New  York  and  Massachi  setts  and  Connectic;  t? 

Mr.  Nicholson.  Yes,  sir;  but  it  is  a  very  small  part  of  the  pas- 
senger earnings.     In  every  Western  road  it  is  a  small  portion. 

Mr.  John  Sebastian,  traffic  manager  of  the  Rock  Island  road.  Fif- 
teen per  cent. 

ilr.  Nicholson.  Yes;  that  world  be  a  large  percentage.  It  is  in 
the  smoking  cars  and  chair  cars  that  you  get  yoi  r  money,  and  you 
have  got  to  get  that  on  the  local  traffic.  On  the  s\  bject  of  free  trans- 
portation it  is  sometimes  said  that  if  the  railways  wo;  Id  c  t  off  all 
free  transportation,  they  co*  Id  well  afford  to  carry  passengers  for  2 
cents  a  mile.  This  is  wide  of  the  tri  th.  The  effect  on  earnings  that 
wo*  Id  follow  the  discontin^  ance  of  passes  other  than  for  railway 
employees  is  greatly  overestimated.  First,  becarse  the  amot  nt  of 
complimentary  transportation  is  not  so  large  as  is  generally  s"  pposed; 
and,  second,  feexjaase  if  all  complimentary  passes  were  withheld  very 
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few  of  the  persons  who  now  get  them  wot  Id  travel  as  freely.  On  the 
Santa  Fe  the  total  use  of  all  free  passes  other  than  for  railwaj 
employees  amounts  to  but  2^  per  cent,  of  the  vol;  me  of  travel.  This 
is  entirely  too  small  to  be  fairly  considered  a  si  bstantial  offset  to  the 
red  ction  proposed  in  the  bills  now  i  nder  consideration.  I  estimate 
a  rate  of  2  cents  a  mile  would  reduce  the  earnings  of  the  Santa  Fe  sys- 
tem 25  per  cent. 

There  would  be  no  gain  in  stopping  the  practice  of  issuing  exchange 
passes,  for  what  a  railroad  woula  gain  on  one  hand  it  would  lose  on 
the  other.  Payments  in  cash  would  take  the  place  of  payments  in 
kind.  What  a  railroad  would  receive  from  the  officials  of  the  other 
roads  would  be  offset  by  what  its  officials  would  pay  on  other  roads. 

The  bulk  of  free  transportation  is  issued  to  railway  employees  and 
the  members  of  their  families.  On  the  Santa  Fe  system  tms  travel 
is  about  12i  per  cent  of  the  total. 

On  the  Santa  Fe  I  had  some  statistics  made  for  one  month.  We 
do  not  keep  this  class  of  statistics  all  the  vear  around,  but  I  had  them 
made  for  the  month  of  June,  1906,  and  on  the  Santa  Fe  the  total 
issuance  of  passes  amounts  to  2 J  per  cent  of  the  volume  of  traffic. 

I  have  here  also  a  statement  which  has  just  been  issued  by  the 
Texas  State  commission  on  that  subject.  Under  date  of  July  15, 
1904,  they  called  upon  all  the  Texas  railroads  to  give  them  the  statis- 
tics upon  which  they  could  base  this  general  statement.  They  first 
called  for  the  Statement  No.  1,  showing  the  free  transportation  to 
officials,  agents,  and  employees  of  other  railroads,  including  express 
and  telegraph  companies  and  steamship  fines;  second,  to  employees 
and  members  of  their  families  of  the  company  making  the  report — 
those  classes  coming  under  the  term  ^^ employees;"  third,  transporta- 
tion on  account  of  newspaper  advertising;  fourth,  to  public  officials, 
clerks,  etc..  United  States,  State,  county,  and  municipal  governments; 
fifth,  to  other  persons,  charities,  religious,  personal,  etc. 

They  issued  a  report  for  the  fiscal  year  ending  June  30,  1905,  cov- 
ering all  lines  in  the  State  of  Texas.  I  have  not  the  official  document 
here,  but  these  were  telegraphed  figures  sent  me  from  advance  copies 
of  that  report.  Without  reading  you  the  mileage,  because  the  figures 
are  large  and  confusing,  I  will  state  that  they  show  that  of  the  total 
passenger  traffic  of  the  State  of  Texas,  that  is,  one  passenger  one  mile, 
13.5  per  cent  was  deadhead  or  free.  Of  that,  2.66  per  cent  came  under 
the  first  class,  that  is,  exchange  of  transportation  for  railway  officials, 
and  agents  and  employees  of  connecting  railroads,  including  express 
company  employees;  the  second,  which  was  employees  and  members 
of  families  or  the  company  making  the  report  and  their  officers,  was 
7.42  per  cent;  the  third,  the  newspaper  advertising,  was  1.11  per  cent; 
the  fourth,  pubUc  officials,  ninety-five  one-hundredths  of  1  per  cent; 
fifth,  all  other  persons,  charities,  and  so  on,  1.38  per  cent. 

Report  of  Railroad  Commission  of  Texns  of  deadhead  mileage. 

Copy.]  Galveston,  Jarmary  2,  1907. 

Mr.  W.  J.  Black, 

Care  Atchison,  Topeka  and  Santa  Fe  Ry.,  Chicago j  III. 
Dear  Sir:  Your  wire  Ist  with  reference  to  statement  issued  by  the  railroad  commifi- 
eion  of  Texas  on  the  question  of  free  transportation.    Under  date  of  July  15,  1904,  the 
commission  issued  an  order  requiring  all  roads  to  open  and  keep  a  record  showing  for 
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each  month  the  number  of  free  passes  issued  to  persons  good  over  the  whole  or  a  por- 
tion of  such  railroad,  the  entries  on  such  books  to  show  the  information  classified  as 
follows: 

1.  In  exchange:  Transportation  to  officials,  agents,  and  employees  of  other  roads, 
including  express  and  telegraph  companies  and  steamship  lines. 

2.  To  employees  and  members  of  tneir  families  of  the  company  making  report. 

3.  Account  newspaper  advertising. 

4.  To  public  officials,  clerks,  etc..  United  States,  State,  county,  and  municipal 
govemmenta. 

5.  To  other  persons,  charity,  religious,  personal,  etc. 

These  five  items  are  subdivided  into  three  classes:  Annual,  time,  and  trip  passes. 
The  foUowin^  are  the  figures  of  the  several  classes  for  the  fiscal  year  ending  June  30, 
1905,  for  all  lines  in  Texas: 

Miles. 

1 19,665,911 

2 : 54,919,353 

3 8,234,864 

4 7,049,563 

5 10,170,516 

Total 100, 04  7 ,  989 

These  figures,  as  compared  with  the  total  number  of  miles  traveled,  both  revenue 
and  deadhead,  show  the  following  percentages: 

per  cent. 

1 2.66 

2 7.42 

3 1.11 

4 95 

5 : 1.38 

Total 13.52 

From  the  foregoing  you  will  note  that  your  information,  that  of  the  13  per  cent  of 
the  entire  passenger  travel  all  but  a  fraction  of  over  2  per  cent  consisted  of  railway 
employees,  is  somewhat  in  error,  as  all  other  classes  show  a  total  of  6.10  per  cent,  while 
employees  carry  7.42  per  cent.  As  soon  as  we  can  get  the  report  of  the  commission  for 
the  fiscal  year  ending  June  30,  1906, 1  will  give  you  the  figures  for  the  last  year,  unless 
these  figures  will  answer  your  purpose. 
\our8,  tnily, 

W.  S.  Keenan. 

So,  I  will  say  in  my  argiiinent  here,  if  you  cut  off  this  complimen- 
tary transport*. tion  of  others  but  railway  employees  and  advertising 
in  the  St..te  of  Texts  it  would  be  2J  per  cent.  My  estiniLte,  made 
prior  to  the  receipt  of  that  report,  from  our  own  figures,  wls  2i  per 
cent,  so,  you  will  see,  there  is  a  very  good  check  there. 

On  the  Sante  Fe,  as  I  said  before,  the  total  issue  of  all  free  passes 
other  than  to  railway  employees  and  oflScials  amounts  to  two  and 
one-half  per  cent  of  the  volume  of  travel.  This  is  entirely  too  small 
to  cut  much  figure  in  offsetting  a  material  reduction  in  the  total 
amount  of  passenger  earnings.  At  the  proper  time  I  can  state  how 
I  arrive  at  these  figures.  As  I  said,  there  would  be  no  gain  in  the 
practice  of  exchanging  passes — in  the  abolition  of  the  practice  of 
exchanging  passes — for  what  they  gained  on  one  hand  tney  would 
lose  on  the  other.  What  the  railroad  would  receive  from  officials  of 
other  roads  would  be  offset  by  what  its  officials  pay  on  those  other 
roads.  The  bulk  of  free  transportation  is  issued  to  the  railway 
employees  and  members  of  their  families.  On  the  Sante  Fe  System 
that  free  travel  is  twelve  and  one-half  per  cent  of  our  total. 

Because  the  passenger  business  has  largely  increased  during  the 
last  few  years  some  people  are  now  calling  for  a  reduction  of  passenger 
fares.  These  people  give  little  consideration  to  the  other  side  of  the 
account.     The  increased  earnings  have  not  been  gained  without 
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freater  increase  of  expenditures.  We  have  had  to  run  more  and 
etter  and  faster  trains,  and  all  the  accessories  of  train  and  station 
service  have  been  inij)roved.  The  comfort  of  the  traveler  has  been 
promoted  by  the  erection  of  many  first-class  station  buildings,  hotels, 
and  eating  houses.  Travel  is  safer  and  more  comfortable,  because 
roadbed  has  been  largely  rebuilt  and  because  rolling  stock  has  been 
greatly  improved,  ana  there  is  now  more  frequent  inspection  of  track 
and  equipment.  Track  has  been  straightened,  grades  have  been 
removed,  heavier  rails  have  been  laid,  aouble  track  has  been  con- 
structed, stronger  bridges  have  been  built,  block  signals  have  been 
erected,  and  interlocking  plants  have  been  installed  where  separation 
of  grades  was  impossible;  more  powerful  locomotives  have  been 
added  in  large  numbers,  stronger  coaches  with  improved  air-brakes, 
automatic  couplers,  gas  and  electric  lights,  and  wide  vestibules. 
These  improven^ents  involve  large  initial  expenditures  and  their 
maintenance   is  a  continued  heavy  expense. 

Wages  and  material  are  continually  Hgher  and  the  end  has  not 
been  reached.  Engineers,  firemen,  conductors,  brakemen,  flagmen, 
and  other  classes  of  employees  have  submitted  demands  which,  if 
granted,  will  increase  the  wages  of  these  employees  approximately 
20  per  cent. 

I  doubt  if  it  is  generally  appreciated  how  rapidly  tlie  prices  of  the 

?rincipal  commodities  consumed  by  the  railroads  l-ave  shot  skyw^ard. 
'he  railroads  have  been  hit  hardest  by  the  upward  movement  of 
prices.  I  venture  to  predict  that  if  the  whole  list  of  prices  of  t]  ings 
used  in  large  quantities  should  be  searched  no  otlier  increase  equaling 
that  of  railroad  ties  would  be  found.  The  table  which  follows,  pre- 
pared from  the  company's  own  records,  will  convey  some  idea  of  what 
the  general  increase  has  been.  At  first  pine  ties  used  to  cost  us  18 
cents;  now  they  cost  us  56  cents. 

Mr.  EscH.  Is  that  due  to  the  fact  that  you  creosote  them? 

Mr.  Nicholson.  No,  sir;  it  is  the  cost  of  the  ties. 

Mr.  Mann.  You  mean  the  cost  of  the  ties  free  on  board? 

Mr.  Nicholson.  Yes,  sir;  you  take  pine  lumber^  which  anybody 
can  buy  and  which  we  have  to  use  in  large  quantities,  it  is  10  per 
cent  1  iglier. 

Mr.  Ryan.  Was  it  unusually  low  in  1897  ? 

Mr.  Nicholson.  Yes;  we  invaded  a  large  lumber  territory  in  Texas 
and  Louisiana.     Here  is  a  table  of  comparative  prices: 

Comparative  prices. 


Commodity. 


Pine  ties: 

Sawn 

Uewn 

Oak  ties,  hewn 

Low-^rade  yellow  pine  (per  1,000  feet) 

High-grade  yellow-pine  lumber 

Steel  mils  (per  ton) 

Spikes  (100  pounds) 

Track  bolts  (100  pounds) 

Bar  iron  (100  pounds) 

Coal,  Frontenac  lump  (ton) 

Nails  (100  pounds) 

Gar  wheels  (cast  iron,  600  pounds) 


1897 
prices. 


10.18 
.19 
.35 
10.fiO 
17.75 
18.00 
1.475 
2.20 
1.20 
1.14 
1.45 
d.00 


1906 
rices. 

Increase. 

Per  cent. 

•0.66 

211 

.52 

174 

.65 

86 

22.00 

no 

31.50 

77 

30.80 

71 

2.00 

36 

2.80 

27 

1.90 

58 

1.70 

40 

2.00 

38 

8.55 

43 
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Mr.  Bartlett.  That  is  in  the  past  ten  years? 

Mr.  Nicholson.  That  was  in  the  year  1906 — this  present  year — 
or,  rather,  the  past  year,  compared  with  1897. 

Mr.  CusHMAN.  Nine  years  ago. 

Mr.  Stevens.  Have  you  made  a  corresponding  increase  in  the 
volume  of  your  passenger  traffic? 

Mr.  Nicholson.  That  is  under  the  period  of  the  reconstruction 
of  the  Santa  Fe. 

Mr.  Stevens.  I  say,  have  you  made  a  corresponding  increase  in 
the  volume  of  your  passenger  traffic? 

Mr.  Nicholson.  For  that  periodl 

Mr.  Stevens.  Yes. 

Mr.  Nicholson.  No,  sir;  but  the  volume  of  passenger  traffic 
shows  100  per  cent  increase,  and  our  rates  are  lower  than  thev  were. 
I  have  some  figures  showing,  or  attempting  to  show,  the  cost  or  opera- 
ting our  passenger  trains. 

The  acti  al  absoli  te  respective  cost  of  doing  the  passenger  and 
freight  business  can  not  be  ascertained.  Expenditi  res  si  ch  as  main- 
tenance of  way  and  stri  cti  res,  si  perintendence,  wages  of  officials 
and  employees  not  specifically  assigned  to  passenger  or  to  freight 
service-;-s:  ch  as  switchmen,  flagmen,  watchmen,  trackmen,  laborers, 
etc.,  which  are  common  and  can  not  be  apportioned  with  exactness, 
b:  t  mi  st  be  apportioned  according  to  some  fair  ri  le.  For  several 
years  the  Santa  Fe  has,  for  its  own  information,  made  si  ch  appor- 
tionment of  its  own  expenditures  as  between  passenger  and  freight. 
We  have  followed  the  n  le  which  was  observed  by  the  Interstate 
Commerce  Commission  until  they  foi  nd,  for  some  reason,  that  it  was 
not  necessary  for  them  to  continue  to  make  those  figures  i  p,  and  they 
ceased  to  publish  them  for  some  years.  So  long  as  they  did  follow 
them  they  had  this  basis: 

1.  Total  earnings  of  passenger  trains  from  all  sources,  i.  e.,  mail,  express,  etc. 

2.  Cost  of  operating  passenger  trains. 

3.  So-called  net  earnings. 

4.  Taxes. 

5.  So-called  net  earnings  less  taxes. 

6.  Interest  on  bonds. 

7.  So-called  net  earnings  less  taxes  and  interest  on  bonds. 

Taxes  and  interest  are  divided  between  passenger  and  freight  on  the  basis  of  train 
mileage.    Mixed  trains  are  divided  on  the  oasis  of  cars  in  the  trains. 

For  the  fiscal  year  ending  Ji  ne  30,  1906,  of  oi  r  total  expenses  of 
operation  52.97  per  cent  coild  be  located  and  assigned  with  cer- 
tainty either  to  the  freight  or  to  the  passenger  train  service;  35.89 
per  cent  were  common  expenses  and  divided  on  the  basis  of  train,  car, 
and  engine  mileage,  and  11.14  per  cent  coild  in  part  be  located  and 
in  part  coi  Id  not.  These  last  expenditures  were  assigned  on  train- 
mileage  basis. 

What  we  term  the  Atcheson,  Topeka  and  Santa  Fe  Kailway  system 
up  to  the  end  of  the  fiscal  vear  1906  did  not  inch  de  several  lines 
largely  owned  but  operated  separately.  If  the  statistics  of  these 
smaller  lines  were  available  ana  were  included  the  showing  of  the 
system  woi  Id  be  even  poorer. 

I  give  you  figi  res  for  the  fiscal  year  ending  Jvne  30,  1906 — the 
best  year  from  a  traflBc  standpoint  we  ever  enjoyed.  I  do  not  want 
to  make  this  an  advertisement  of  the  Santa  Fe,  gentlemen,  but  here 
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is  a  map,  and  if  any  of  you  do  not  know  where  we  n  n,  this  will  assist 
yo'i,  showing  you  what  I  am  talking  about.     [S;  bmits  map.] 

This  is  the  apportionment  we  have  made.  The  first  was  the  Soi  th- 
em Kansas  Railway  of  Texas.  That  went  down  here  [indicating  on 
map]  to  the  old  Staked  Plains  and  to  Pecos,  in  Texas.  On  that  road 
the  total  earnings  of  passenger  trains  per  mile  of  track  was  $816.  In 
the  cost  of  operating  we  emorace  every  item  we  co  Id  locate  as  being 
definitely  charged  to  freight  or  passenger  expense,  and  the  inter- 
locked items,  general  items,  my  salary  and  tiie  president's  salary, 
and  the  switchman's  salarj^,  were  divided  on  the  basis  of  the  passen- 
ger and  freight  trains,  or  on  the  wheelage.  Now,  we  earned  $816  a 
mile.  That  is  a  fixed  fact.  It  cost  us  $902  per  mile  to  r^n  those 
trains. 

Mr.  Payson.  What  was  the  cost  there,  again?  Let  me  have  that 
again,  please,  in  order  to  put  it  down. 

Mr.  Nicholson.  Nine  hundred  and  two  dollars  was  the  cost,  and 
$816  was  the  earnings. 

Mr.  Mann.  Are  you  nmning  a  sort  of  eleemosynary  institution  down 
there?     [Laughter.] 

Mr.  Stevens.  What  would  you  say  would  be  the  average  rate  per 
mile  on  that  line  that  you  just  described? 

Mr.  Nicholson.  The  average  rate  on  that  line  in  the  Territory  of 
New  Mexico  is  now  4  cents  a  mile.  For  such  of  it  as  is  locateci  in 
Texas  and  in  the  State  of  Kansas  it  is  3  cents  a  mile. 

Mr.  Bartlett.  That  is  an  average  of  3i  cents  all  over. 

Mr.  Wanger.  What  is  the  Colorado  rate? 

Mr.  Nicholson.  It  is  3  cents  a  mile  on  the  line  between  Denver  and 
Colorado  Springs,  and  between  Denver  and  the  East,  and  in  the  moun- 
tain recrioTis  to  the  West  it  is,  I  should  say,  approximately  4  cents. 

Major  IIooK,  of  the  Rio  Grande.    The  maximum  is  5  cents. 

Mr.  Nicholson.  On  the  Gulf,  Colorado  and  Santa  Fe,  that  is  from 
Russell,  Ind.  T.,  through  Gainesville,  Tex.,  down  to  Houston  and 
Galveston,  a  territory  with  which  you  gentlemen  are  conversant,  with 
its  branches,  our  passenger  earnings  per  mile  of  railroad  were  $1,873, 
and  the  cost  of  operating  those  trains  was  $1,803,  leaving  $70  net, 
leaving  the  reduction  of  taxes  and  its  share  of  the  interest  of  the 
bonded  debt  on  precisely  the  same  basis,  and  it  shows  that  the  Gulf, 
Colorado  and  Santa  Fe  in  the  most  favorable  passenger  year  it  ever 
had  lost  over  $22  per  mile  on  its  business. 

Mr.  Russell.  Do  you  include  in  that  estimate  anything  you  got  to 
carry  the  mails? 

A6.  Nicholson.  In  these  passenger  earnings?  No,  sir.  The  mail 
earnings  down  there — I  would  not  care  to  say  what  they  are. 

Mr.  Russell.  That  is  not  included  ? 

Mr.  Nicholson.  No,  sir. 

Mr.  Mann.  Before  you  are  through  will  you  tell  how  you  divide 
passenger  earnings  as  distinguished  from  express  and  mail  earnings 
on  the  same  train? 

Mr.  Nicholson.  These  are  made  up  by  my  statistician.  Beg 
pardon,  gentlemen;  I  was  mistaken;  the  statement  covers  the  eam- 
mgs  of  the  passenger  trains,  whatever  was  on  the  train. 

Mr.  Stevens.  That  is  express  and  mail,  too? 

Mr.  Nicholson.  Yes;  that  takes  in  the  whole  thing.  On  the 
system,  as  a  whole,  that  is  on  the  8,400  miles  of  railroad,  the  total 
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earnings  of  passenger  trains,  from  all  sources — mail,  baggage,  and 
express — was  $2,648.58  per  mile.  The  cost  of  operation  on  the 
basis  I  have  described  was  $1,930.36,  leaving  as  net  so-called  earn- 
ings, $718.22,  out  of  which,  deducting  its  share  of  the  taxes,  $113.15, 
its  share  of  the  interest  on  the  company^s  bonds,  $566.96,  there  is 
left  as  applicable  to  the  sinking  fund  and  for  dividend  purposes  on 
the  common  and  preferred  stock,  $38.11  per  mile  of  railroad. 

Southern  Kansas  Railway  of  Texas  {129.27  miles). 


Per  mile  of  line. 


Total  earnings  of  passenger  trains  from  all  sources 

Cost  of  operating  passenger  trains. 

So-ealled  net  earnings. 

Taxes 

So-called  net  earnings,  less  taxes 

Interrat  on  bonds 

So-called  net  earnings,  less  taxes  and  interest  on  bonds. 


Fiscal  year 
1906. 


1816. 5H 

901.07 

185.39 

17.  n 

a  103. 16 
193.16 

0296.32 


a  Indicates  deficit. 
GiUf,  Colorado  and  Santa  Fe  Railway  {1,4SS.86  miles). 


Total  earnings  of  passenger  trains  from  all  sources. $1, 873. 13 

Cost  of  opera  ting  passenger  trains. 1 ,  803 .  07 

So-railed  net  earnings '  70. 06 

Taxes 47.17 

So-called  net  earnings,  less  taxes v 22. 89 

Interest  on  bonds 425. 14 

So-called  net  earnings,  less  taxes  and  interest  on  bonds a402.25 


o  Indicates  deficit. 
Atchison,  Topela  and  Santa  Fe  Railway  System  {8,4-SS.99  miles). 


Total  earnings  of  passenger  trains  from  all  sources. 92, 648. 58 

Cost  of  operating  passenger  trains i  1,030.36 

So-called  net  earnings. 718. 22 

Taxes 113.16 

So-caUed  net  earnings,  less  taxes 605.07 

Interest  on  bonds. 566.96 

So-caUed  net  earnings,  less  taxes  and  interest  on  bonds 38. 11 


Mr.  Russell.  How  do  you  make  up  your  expenses  as  charged 
against  the  profits? 

Mr.  Nicholson.  Every  item  of  expense  on  the  railroad  is  included. 
Here  are  two  pages,  showing  them  [indicating  foregoing  tabular  state- 
ments]. 

XIr.  Russell.  How  do  you  ge4i  the  proportion  chargeable  to  the 
passenger  traffic  as  distin^ished  from  the  freight  traffic? 

Mr.  Nicholson.  Everv  item  that  is  locatable  either  to  the  passenger 
or  freight  traffic  is  absolutely  charged  to  that  item;  most  ot  tne  ex- 
pejnses  of  the  trains,  the  train  crews,  the  engine,  the  men  on  the 
engines  assigned  to  the  passenger  service,  the  laoor,  cars,  and  engines, 
everything  that  can  be  located. 

iLr.  Russell.  In  these  items  is  there  anything  in  the  way  of  in- 
vestment to  keep  up  the  track? 

Mr.  Nicholson.  Such  items  as  keeping  up  the  track,  maintenance, 
official  salaries,  and  salaries  of  all  masses  or  classes  of  employees  that 
are  working  for  both  departments,  switchmen,  and  all  that  sort  of 
B  P  F — 07 2 
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thing,  go  in  the  common  pot  and  are  divided  on  the  basis  of  the  train 
mileage  between  the  two.  That  is,  as  I  say,  the  basis  on  which  the 
Interstate  Commerce  Commission  operated. 

Mr.  Bartlett.  Which  is  the  proportion,  53  or  47,  the  passenger 
or  freight? 

Mr.  KENNEDY.  You  deduct,  as  I  understand,  the  interest  on  the 
floating  debt? 

Mr.  Nicholson.  I  said  53  per  cent  could  be  definitely  located  by 
their  character  and  assi^ed  to  either  freight  or  passenger  traflic. 
The  47  per  cent  was  of  this  common  class,  which  were  distributed  over 
both  departments. 

Mr.  Kennedy.  But  in  this  last  deduction  of  the  taxes  and  the 
interest  on  the  debt  j^ou  take  all  that  from  this  passenger  traffic,  or 
do  you  take  it  proportionately  only? 

Mr.  Nicholson.  In  the  same  share  with  the  other  expenses  when 
divided. 

Mr.  Ryan.  Divided  according  to  mileage? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Kennedy.  The  passenger  traffic  is  largely  incidental  to  the 
freight  business,  is  it  not?  Most  of  your  travel  is  by  salesmen  out  in 
busmess  along  the  road,  drumming  up  the  business  which  makes  the 
freight  traffic? 

Mr.  Nicholson.  No,  sir.  That  is  what  the  commercial  travelers 
tell  you,  but  it  does  not  cut  much  ice  in  our  business. 

Afr.  AIann.  Of  course  in  your  <5wn  business  it  does  not  make  much 
difference  how  your  bills  are  divided  between  passenger  and  freight 
raffic,  because  the  bills  have  to  be  paid  anywav,  but  is  not  that  division 
of  expense  unjust  to  the  passenger  business? 

Mr.  Nicholson.  I  do  not  think  so.  I  do  not  know  of  any  fairer 
business  than  that. 

Mr.  Mann.  Is  not  a  freight  train  in  its  passage  over  the  road  more 
destructive  to  the  roadbed  and  right  of  way  than  a  passenger  train? 

Mr.  Nicholson.  By  train  mileage,  you  understand,  Mr.  Mann,  the 
wheelage  goes  in,  ana  it  is  a  combination  that  is  worked  out  by  the 
statistician. 

Mr.  Mann.  I  do  not  understand  that  the  train  mileage  means 
wheelage. 

Mr.  Nicholson.  If  I  did  not  so  state,  I  wish  to  be  understood  that 
way.  I  would  sav  again,  52.9  per  cent  of  our  expenditures  were  defi- 
nitely located  as  being  either  freight  or  passenger.  There  is  no  esti- 
mate about  that.  That  is  a  fact.  Thirty-five  and  eight-tenths  per  cent 
are  classed  as  common  expenses,  and  were  divided  on  the  oasis  of 
train,  cars,  and  engine  mileage.  All  three  factors  enter  in.  There 
was  11.14  per  cent  which  coula  be  located  in  part  and  in  part  could  not, 
and  this  was  located  on  the  train-n  ilea^e  oasis,  so  that  it  is  a  basis 
than  which  we  have  no  better.  I  think  it  is  the  fairest  basis  that  can 
be  figured  out.  These  statistics  wliich  I  have  given  you  in  regard  to 
this  matter,  gentlen  en,  were  not  prepared  for  this  occasion.  They 
were  taken  from  our  records,  and  we  nave  kept  them  in  this  way  for 
several  years  for  our  own  information.  In  fact,  we  have  kept  them  up 
ever  since  the  Interstate  Coiniiierce  Commission  ceased  to  call  for  them. 
Even  during  1906,  a  year  of  extraordinary  prosperity,  the  total  earnings 
from  all  sources  of  the  passenger  trains  of  the  Southern  Kansas  Rail- 
way of  Texas  did  not  equal  the  bare  cost  of  operation,  this  branch  of 
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the  service  making  no  contribution  whatever  toward  the  payment  of 
taxes  and  interest  on  the  bonded  debt,  to  say  nothing  of  dividends  on 
the  stock. 

The  total  earnings  from  all  sources  of  the  passenger  trains  of  the 
Gulf,  Colorado  and  Santa  Fe  Railway  were  slightly  in  excess  of  the  cost 
of  operation  and  taxes.  The  contribution  of  the  passenger-train 
service  toward  the  pajTnent  of  interest  on  the  bonded  debt  was,  how- 
ever, very  small,  being  only  $22.89  per  mile  of  road.  Of  course  no 
contribution  was  made  toward  dividends. 

For  the  system  as  a  whole  the  total  earnings  from  all  sources  of  the 
passenger  trains  equaled  the  cost  of  operation,  the  share  of  the  taxes 
and  of  the  interest  on  the  bonds,  properly  chargeable  to  the  passenger- 
train  service,  and  a  very  small  contribution  toward  the  payment  of 
dividends  on  the  preferred  stock.     None  on  the  common. 

This  it  must,  however,  be  noted,  is  the  best  showing  the  system  has 
ever  made.  During  the  fiscal  year  1905,  which  was  also  a  good  year, 
the  total  earnings  from  all  sources  of  the  passenger  trains  fell  $263.79 
per  iiiile  of  road  short  of  meeting  the  cost  of  operation  and  the  share 
of  the  taxes  and  of  the  interest  on  the  bonds  properly  chargeable  to  the 
passenger-train  service,  and  allowed  nothing  for  dividends. 

There  were  several  groups  of  railways  in  the  sparselv  populated 
regions  of  the  Southwest  which  were  closely  allied  to  the  Santa  Fe 
system,  but  which  were  independently  operated.  Some  of  them, 
namely,  the  Denver,  Enid  and  Gulf  Railroad,  the  Pecos  Valley  lines, 
and  the  Santa  Fe,  Prescott  and  Phoenix  Railway,  are  now  embracea 
within  the  system. 

The  passenger  business  of  these  lines  is  very  light,  and  if  it  were 
possible  to  compare  the  earnings  of  the  passenger  trains  and  the  cost 
of  the  service  the  result  would  be  very  uniavorable;  but  unfortunately 
the  expenses  of  these  roads  have  not  been  separated  between  the  pas- 
senger and  the  freight-train  service.  The  earnings  and  the  cost  of 
passenger-train  service  can  not,  therefore,  be  contrasted,  but  if  this 
were  possible  it  is  safe  to  say  that  the  net  results  would  not  be  more 
favorable  than  those  of  the  Southern  Kansas  Railway  of  Texas  and 
the  Gulf,  Colorado  and  Santa  Fe. 

Mr.  EscH.  Can  you  tell  the  capitalization  and  bonded  indebtedness 
without  difficulty? 

Mr.  Nicholson.  This  shows  that  our  interest  on  the  bonded  indebt- 
edness was  $10,226,000.     I  do  not  know  what  the  amount  is. 

Mr.  EscH.  Do  you  know  the  rate? 

Mr.  Nicholson.  No,  sir. 

Mr.  EsCH.  Could  you  supply  that  information  some  time  and  give 
it  to  us? 

Mr.  Nicholson.  Yes,  sir.     I  would  be  very  glad  to. 

On  oui:  branch-line  passenger  trains — and  this  is  true  of  every  rail- 
road— the  service  at  the  rate  now  charged  is  not  self-sustaining. 
Earnings  are  now  so  low  that  any  reduction  of  rates  means  a  reduction 
in  the  number  and  frequency  of  trains.  We  do  not  expect  to  get  the 
cost  of  operating  the  trains  on  some  of  our  branch  lines.  If  we  waited 
imtil  we  did  do  that  we  would  have  to  quit  operating  the  branch  until 
the  people  went  out  there  to  hve.  If  we  did,  it  would  make  it  just  so 
raucn  more  burdensome  and  so  much  the  more  necessary  to  reduce 
the  frequency  of  those  trains,  because  when  you  get  to  cutting  ex- 
penses you  have  to  cut  where  it  will  hurt  the  least.     Here  we  iiave 
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three,  six,  nine,  twelve  branches  of  our  railroad  in  the  State  of  Kansas, 
in  one  State  alone,  where  our  passenger  trains  earn,  say,  from  30  to  70 
per  cent  of  the  cost  of  running  the  trains.  I  can  give  you  the  figures 
in  detail,  but  they  will  be  rather  burdensome  to  you  to  listen  to. 

Average  train-mile  earnings  from  passenger  {mail,  express,  etc.,  earnings  not  inclvdcd)  of 
reprtsentalive  local  trains  for  the  two  weeks  ending  July  22, 1906. 


Train 
No. 


307 
113 
336 
241 
245 
206 
225 
205 
267 
207 
131 
133 


From- 


Strong  City 

Florence 

Fl  orence 

Chanute 

Chanute 

Emporia 

Havana 

Ottawa 

Chanute i  Madison  Junction . 

Ottawa I  Fredonia . . 

Ottawa ;  Lawrence. 

Ottawa j  Lawrence. 


To- 


Superior... 
W&fleld... 
Ellin  wood. 
Pittsburg.. 
Pittsburg.. 

Moline 

Cedarvale.. 
Gridley. 


Miles. 


Average 
earnings 

from 
passen- 
ger per 
train 
mile. 


157.8 
73.0 
98.7 
54.0 
54.0 
84.4 
39.0 
56.0 
28.0 
94.0 
19.0 
19.0 


«).720 
.526 
.584 
.712 
.546 
.460 
.228 
.386 
.306 
.820 
.570 
.677 


Average  cost  ol  operation,  $1.05  per  mile. 

Mr.  Burke.  Will  lowering  the  passenger  rate  have  any  effect  on 
freight  rates?    Might  it  increase  the  freight  rates? 

ifr.  Nicholson.  As  to  that,  sir,  I  can  say  that  they  are  largely 
separate  propositions. 

Mr.  Burke.  You  have  to  earn  money  enough  to  pay  operating 
expenses,  that  is  sure  •  and  you  are  running  at  a  loss  on  your  passenger 
business,  and  if  you  nave  a  maximum  rate  that  makes  you  lose  that 
much  more,  you  might  have  to  make  it  up,  would  you  not,  from 
some  other  branch  of  the  service? 

Mr.  Nicholson.  Yes,  sir.  I  have  an  illustration  of  that  right  now. 
Since  less  than  thirty  days  ago,  at  the  request  of  the  retail  merchants 
of  St.  Joe,  Mo.,  and  other  towns  on  that  branch,  we  have  had  a  train 
running  over  to  Lexington  Junction,  about  40  miles  long,  through  a 
sparsely  settled  section  of  Missouri.  We  put  on  that  new  passenger 
train. 

We  knew  it  would  not  pay  but  the  people  asked  for  it  and  we  did  it. 
It  is  earning  us  about  20  cents  a  mile.  We  knew  we  would  lose  money 
when  we  put  it  on  but  we  want  to  keep  it  there  and  earn  on  it  as  much 
as  we  can.  It  is  one  of  the  things  we  do,  as  the  Congressman  says. 
**for  tlie  good  of  the  country,"  and  if  you  do  not  do  anything  ^'^ourseli 
in  a  good  way  in  that  line  the  railroads  will  be  consiclered  as  doing 
nothmg.  The  railroads  are  on  the  black  list,  you  know,  and  you  wifl 
excuse  us  for 

Mr.  Ryan.  Blowing  your  own  horn? 

Mr.  Nicholson.  Yes.  [Laughter.]  The  effect  of  a  national  2-cent- 
fare  law  will  not  be  confined  to  interstate  business.  There  will  neces- 
sarily be  a  general  readjustment  of  State  rates  if  interstate  fares  are 
reduced  to  2  cents  a  mile.  liocal  rates  on  purely  State  business  will 
be  reduced  in  the  same  proportion.  That  I  can  enlarge  upon  and 
explain  if  it  is  desired. 

It  will  be  impossible  to  charge  more  for  the  State  liaul  from  Chicago 
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to  East  St.  Louis  than  for  the  interstate  liaul  from  Chicago  to  St. 
Louis  or  to  charge  more  for  the  State  haul  from  Topeka  to  Kansas 
City,  Kans.,  tlian  for  the  interstate  haul  from  Topeka  to  Kansas  City, 
Mo.  It  is  impossible  to  maintain  a  higher  rate  for  the  short  haul  than 
for  tl^e  long  l:aul,  the  former  being  included  in  the  latter,  and  conse- 
quently there  would  have  to  be  a  general  readjustment  of  State  rates, 
entailing  a  heavy  loss. 

Here,  gentlemen,  is  a  statement  made  up  for  one  month,  the  month 
of  June,  1906,  and  I  made  tliis  statement  expressly — I  had  it  made 
expressly — because  we  did  not  keep  these  statistics  all  the  time.  This 
statement  is  made  to  show  how  mucli  of  our  passenger  traffic  through 
the  month  of  June  was  purely  within  the  borders  of  each  State,  and 
not  interstate,  and  it  shows  tliat  out  of  our  total  earnings  for  that 
month  of  $1,617,788,  $639,000  was  purely  State  or  purely  Territorial; 
38  per  cent. 

Mr.  Mann.  Is  that  passenger  business? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Mann.  Will  you  put  in  the  record  a  statement  as  to  each  one 
of  the  States  and  Territories  ? 

Mr.  Nicholson.  As  I  say,  this  was  made  up  ^ecially.  I  will  leave 
this  statement  with  the  secretary,  if  you  like.  This  was  made  only  for 
one  month,  but  I  assume  it  is  just  as  fair  for  the  entire  year  or  period. 

Mr.  Mann.  That  was  made  tor  your  own  benefit  ? 

Mr.  Nicholson.  If  you  gentlemen  passed  a  law  requiring  us  to  take 
two  cents  a  mile  for  interstate  business  and  said  nothing  as  to  what 
we  should  do  in  the  case  of  State  business,  the  effect  of  it  would  be  to 
reduce  our  earnings  on  this  38  per  cent  of  purely  State  business,  and 
if  our  earnings  would  suffer  a  35  per  cent  reduction  it  would  mean 
that  for  the  Santa  Fe  alone  it  would  reduce  our  earnings  on  State 
business  alone  $1,270,000  a  year,  whereas  there  might  not  be  a  word  in 
the  law  requiring  it.  Still  that  would  be  the  logical  effect;  it  would 
necessarily  result,  despite  our  best  efforts. 

Patsenger  eaming^of  the\Atchison,  Topeka  and  Santa  Fe  Raihvay  system,  Pecos  lines j 
and  Santa  Fe,  Prescott  and  Phoenix. 

MONTH   OP  JUNE,    1906. 

Atchison,  Topeka  and  Santa  Fe  Railway  system $1, 617, 788. 13 

Pecoe  lines 29,920.71 

Santa  Fe,  Prescott  and  Phoenix 30, 543. 65 

Total  earnings 1,678,252.39 

State  and  Territorial  earnings  (local) 638,  996. 86 

Interstate  earnings 1, 039,  255. 53 

Per  cent  of  State  and  Territorial 38. 07 

Per  cent  of  interstate 61. 93 

FISCAL  YEAR   1906. 

Atchison,  Topeka  and  Santa  Fe  Railway  system 18, 013, 988. 56 

Pecos  lines 312,431.28 

Santa  Fe,  Prescott  and  Phoenix  Railway 297,906.94 

Total  earnings 18,624,326.78 

State  and  Territorial  earnings  (38.07  per  cent) 7, 090, 281. 20 

Per  cent  of  interstate  (61.93  per  cent) 11,534,045.57 

Probable  Iosb  on  State  and  Territorial  business  $7,090,281.20+25  per 
cent= 1,772,570.20 
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I  am  about  through,  gentlemen,  and  I  will  not  wcaiy  you  much 
longer. 

The  Chairman.  Mr.  Nicholson,  I  would  like  to  make  this  statement 
to  you:  We  shall  not  be  able  to  print  maps  in  our  record,  and  I  wish 
therefore,  when  you  make  references  to  tnem,  that  you  would  make 
your  statement  so  complete  that  the  reader  will  understand. 

Mr.  Nicholson.  Yes,  sir;  I  introduced  it  for  that  purpose.  I 
have  brought  a  long  statement  here,  gentlemen,  which  I  will  not 
trouble  you  with,  except  to  say  that  it  shows  that  if  you  should 
legislate  that  the  Santa  Fe  Railroad  should  charge  2  cents  a  mile 
maximum  on  its  interstate  business,  it  would  have  the  effect  of  com- 
pelling us  to  take  very  much  less  than  2  cents  a  mile,  because  of  the 
fact  that  in  a  great  deal  of  our  business  our  road  is  not  the  most 
direct  line  between  two  points,  as  anyone  could  see  by  looking  at  the 
map  [producing  same].  That  is  true  not  only  of  the  Santa  Fe,  but  of 
all  the  other  roads.  No  railroad  in  the  United  States  is  the  short  line 
on  the  majority  of  its  competitive  business.  It  is  always  the  short  line 
on  some  of  it,  but  in  no  case  is  it  a  short  line  general!}^  except  in  their 
advertisements.     [Laughter.] 

Mr.  EscH.  And  on  maps.     [Laughter.] 

Mr.  Nicholson.  Here  we  run  on  a  basis  of  2  cents  a  mile  [indicating 
on  map].  We  earn  1.7  per  cent,  1.6  cents,  1.5  cents,  1.4  cents,  1.3 
cents,  and  1.2  cents.  I  nave  taken  principal  points.  I  have  taken 
Kansas  City,  Denver,  Wichita,  Fort  Worth,  Dallas,  Houston,  Gal- 
veston, El  raso.  Phoenix,  Los  Angeles,  San  Francisco. 

Mi.  Cushman.  What  do  these  per  cents  represent? 

Mr.  Nicholson.  For  instance,  take  the  rate  from  Chicago  to  San 
Francisco:  If  the  rate  from  Chicago  to  San  Francisco  is  2  cents  a  mile, 
it  means  the  short  mileage.  All  railroads  like  ours,  that  have  a 
longer  mileage  from  Chicago  to  San  Francisco,  have  got  to  charoje 
the  same  amount  as  the  short  line  or  go  out  of  business.  It  would 
give  us  1.6  per  mile  from  Chicago  to  San  Francisco.  That  is  all  that 
the  Santa  Fe  would  earn.  It  might  cause  the  railroads,  in  their 
readjustments  of  these  tariffs  among  themselves,  to  go  out  of  certain 
business  that  they  now  compete  for.  That,  I  take  it,  is  not  in  the 
interest  of  any  of  the  communities  that  are  served,  nor  is  it  the  desire 
of  you  gentlemen  that  any  such  thing  should  result;  and  yet  it  is  the 
most  important  thing,  I  think,  in  what  I  have  to  say,  and  it  is  this, 
that  2  cents  a  mile  nominally  does  not  give  us  2  cents  a  mile  in  practice. 
There  is  not  a  State  that  we  run  through  where  we  get  anything  like  the 
rate  per  mile  that  others  in  that  State  get,  because  we  nave  to  accept 
what  the  short-line  mileage  yields — the  direct  rate. 

Mr.  Stevens.  How  many  lines  are  there  between  Chicago  and 
Kansas  City  ? 

Mr.  Nicholson.  There  are  two,  three,  four,  six,  seven. 

Mr.  Stevens.  Wliich  is  the  shorter? 

Mr.  Nicholson.  The  Sante  Fe. 

Mr.  Stevens.  Then  the  others  would  get  less  than  2  cents? 

Mr.  Nicholson.  Yes.  Take  from  (Jnicago  to  Denver;  the  Sant^ 
Fe  would  get  1 .7  cents  per  mile ;  some  other  railroad  would  get  2  cents, 
but  that  same  railroad  would  lose  in  its  Kansas  City  business. 

Mr.  Stevens.  Would  you  not  eet  so  much  more,  by  reason  of  your 
being  the  shorter  route  between  Kansas  City  and  Chicago,  as  to  make 
up  for  losses  in  other  points  where  you  were  the  longer  route  ? 
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Mr.  Ryan.  It  would  average  less  than  2  cents. 

Mr.  Nicholson.  They  would  all  average  less  than  2  cents.  Take 
all  the  reports  of  these  railroads  and  you  will  find  that  none  of  them 
approximates  that  rate. 

Mr.  Adahson.  I  believe  you  claim  an  income  on  the  local  traffic. 
You  would  get  the  2  cents  on  that  ? 

Mr.  Nicholson.  No,  sir;  take  Kansas  City  to  Wichita,  and  Kansas 
CSty  to  Fort  Worth  and  Dallas  and  Galveston  and 

Mr.  Adamson.  Between  all  intermediate  points  you  would  get 
2  cents? 

Mr.  Nicholson.  We  would  if  we  were  the  shortest  Hne. 

Mr.  Ryan.  The  highest  rate  charged  would  be  by  the  shortest  line? 

Mr.  Nicholson,   i  es,  or  else  go  out  of  business. 

The  Chairman.  Gentlemen,  the  hour  of  adjournment  has  arrived. 
This  committee  has  no  authority  to  sit  during  the  sessions  of  the 
House,  but  there  are  so  many  gentlemen  present  waiting  to  be  heard 
that  I  will  ask  the  permission  of  the  House  to  sit  dunng  this  week 
without  regard  to  the  sessions  of  the  House,  and  probaoly  we  had 
better  have  a  session  this  afternoon  and  go  right  along.  IJ  it  is  the 
pleasure  of  the  committee  we  will  take  a  recess  until  2  o'clock.  All 
m  favor  of  that  motion,  say  Aye;  opposed.  No.  The  Ayes  have  it, 
and  a  recess  will  be  taken  until  2  o'cIock  this  afternoon. 

afternoon  session. 

STATEMENT  OF  MB.  GEORGE  T.  NICHOLSON— Concluded. 

The  Chairman.  Mr.  Nicholson,  you  will  proceed,  please. 

Mr.  Nicholson.  Mr.  Chairman,  I  will  tiy  not  to  detain  you  very 
much  longer.  I  would  like  to  give  a  few  illustrations  of  reductions  in 
our  earnings  wliich  would  be  caused  by  this  proposed  2  cent  per  mile 
interstate  rate  on  account  of  our  mileage  not  bemg  the  short  mileage. 
I  have  tried  to  take  prominent  points  on  the  map,  by  which  you  will 
recognize  the  locations  very  readily.  From  Chicago  to  San  Fran- 
cisco we  would  earn  but  1.7  cents  per  mile,  the  short  line  getting  2 
cents.  From  Kansas  City  to  San  Francisco  we  would  earn  1.6  cents. 
From  Denver  to  San  Francisco  we  would  earn  1.4  cents.  From 
Wichita  to  San  Francisco  we  would  earn  1.6.  From  Kansas  City  to 
Houston  and  Galveston  we  would  earn  1.6  cents.  From  Chicago  to 
Kansas  City  we  would  earn  2  cents,  because  we  are  the  rate-making 
line.  From  Kansas  Citv  to  Denver  we  would  earn  but  1.5  cents. 
From  Kansas  City  to  El  Paso  we  would  earn  but  1.6  cents.  From 
Kansas  City  to  Phoenix  we  would  earn  1.8  cents;  from  Kansas  City 
to  Los  Angeles  1.7  cents.  From  Denver  to  Fort  Worth  we  would 
earn  1.7  cents.  From  Denver  to  Houston  we  would  earn  1.6  cents. 
That  could  be  enlarged  upon  indefinitely  between  this  list  of  cities 
which  I  have  mentioned — prominent  cities  in  Illinois,  and  on  the  Mis- 
souri River,  and  in  California  and  Texas,  and  so  forth. 

Mr.  Wanger.  Are  these  percentages  applicable  to  the  present  rate 
chained  ? 

Mr.  NiCHOiasoN.  Oh,  no,  sir;  the  present  rate  gives  us  better  rates. 

Mr.  Wanger.  I  mean  would  the  same  proportion  hold  good  ? 

Mr.  Nicholson.  No,  sir;  the  same  proportion  would  not  hold  good 
in  the  case  of  the  Pacific  Coast  routes,  but  in  the  case  of  the  route  from 
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Chicago  and  Kansas  City  to  Texas.  The  Pacific  Coast  rates  to-day- 
are  not  made  on  anybody's  mileage.  They  are  what  is  called  blanket 
rates,  $50  even  from  the  Missouri  River. 

Take  that  as  an  illustration,  and  the  new  rate  from  Kansas  City  to 
Omaha,  to  the  Pacific  Coast,  and  points  such  as  San  Francisco,  and 
Los  AnJ^ele^,  and  San  Diego,  instead  of  being  $50  would  be  $32.85. 
That  is  less  than  2  cents  a  mile  by  anybody's  mileage  from  the  Mis- 
souri River  to  tljose  points. 

But  it  comes  from  the  way  rates  are  made.  You  take  Fort  Worth 
to  Los  Angeles,  to  San  Francisco.  The  direct  line  is  through  El  Paso. 
Of  course  the  Southern  route — several  of  our  roads  go  dowTi  into 
Texas,  Fort  Worth  and  Dallas  and  Houston — and  at  the  same  rate  we 
bring  a  man  up  through  Kansas  and  then  take  him  West.  It  gives  us 
that  many  more  lines  to  compete  with  for  the  business. 

Any  legislation  that  would  drive  us  out  of  that  business  would  be  in 
restraint  of  trade,  I  should  take  it,  so  that  if  we  staved  in  for  that  busi- 
ness the  highest  rate  that  could  be  sustained  would  be  $32.85. 

In  the  passenger  business  we  have  a  very  different  basis  of  rates 
necessarily  from  freight  business.  In  no  case  is  the  passenger  rate 
to  or  from  intermediate  points  in  excess  of  the  through  rat^s,  because 
the  man  otherwise  would  buy  his  through  ticket  and  get  off  the  train. 
There  you  are.  You  can  not  enforce  any  rate  between  intermediate 
points  to  compensate  you,  as  is  done,  and  properly  done,  in  the 
transportation  of  freight.  Therefore,  in  this  proposition  you  have 
gotten  down  to  the  point  where  you  take  your  yardstick  and  make 
your  shortest  line,  multiply  that  by  2  cents,  and  the  other  rail- 
roads have  the  privilege  of  meeting  that  or  going  out  of  business  if 
they  choose.  Ir  it  is  between  large  commercial  centers  they  would 
necessarily  choose  to  remain  in  business.  That,  therefore,  becomes 
the  maximum  rate  of  their  intermediate  business,  so  that  it  driven 
these  rates  down  materially,  much  lower  than  I  think  would  be 
contemplated  by  ayiy  law  making  body;  but  it  would  be  the  inevi- 
table result. 

Tariff  B. 


Between- 


^««     Denver.  iwichiU.   Phoenix.   A„^„ 


Houston: 

Present  rate 

Santa  Fe  earnings  per  mile 

Short  line  mileage 

2  cents  per  mile  rate 

Santa  Fe  mileage , 

Santa  Fe  earnings  per  mile,  new  rate 

Galveston: 

Present  rate 

Santa  Fe  earnings  per  mile 

Short  line  mileage 

2  cents  per  mile  rate , 

Santa  Fe  mileage i 

Santa  Fe  earnings  per  mile,  new  rate.  ' 

Phoenix: 

Present  rate $58. 25 

Santa  Fe  earnings  pt^r  mile •0.03 

Short  line  mileage '        1, 837 

2  cents  per  mile  rate ,      $36. 75 

Santa  I  e  mileage 1,972 

Santa  Fe  earnings  per  mile,  new  rate.       $0. 019 

Los  Angeles:  ' 

Present  rate '      $62.50 

Santa  Fe  earnings  per  mile $0. 028  i 


$21.90  i 
$0,024 

748  I 
$14.95 

947 
$0,016  I 

$23.a'> 

$0,025 
796  I 

$15.92 
951  I 

$0,017 


$45.75  I 
$0,031 

1,379 
$27.60  , 

1,514 
$0,019  I 

$50.00  I 
$0,028  I 


$M.20 
$0,032 


$50.00 
$0,031  ! 
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Tariff  B — Continued. 


Between— 


IxM  Angeles— Continued. 

Short  line  mileage 

2  cents  per  mile  rate 

Santa  Fe  mileage 

Santa  Fe  earnings  per  mile,  new  rate. 
San  Francisco: 

Present  rate 

Santa  Fe  earnings  per  mile 

Sbort  line  mileage 

2  cents  per  mile  rate 

Santa  Fe  mileage 

Santa  Fe  earnings  per  mile,  new  rate. 


Chicago. 


fl2,217 

a  $42. 00 

2,265 

10.019 

S62.50 
10.025 

2,276 
o  142. 00 

2,676 
SO.  017 


Kansas 
City. 


Denver.   Wichita.  •  Phoenix. 


1,759 
a|32.85  I 
1,807  I 
10.019  I 

150.00  I 
10.024 

2,016 
o  132. 85 

2,118  I 
10.016  , 


1,351  ' 
b 123. 40 

1,418  I 

10.017  I 

S44.20  I 

10.026  I 

1,376  I 

fr$23.40  ' 

1,729  I 

10.014  ' 


1,563 
<-|30.60  I 
1,632  i 
10.019  I 

150.00 
10.026  I 

1,837  I 
<fS30.60 

1,943  , 

10.016 : 


Los 
Angeles. 


a  $30.60  rate  from  Fort  Worth  to  San  Francisco,  applied  at  Emporia,  plus  $2.25  from  Kansas  City, 
establishes  Missouri  River-California  rate. 

ft  $16.25  El  Paso  to  Los  Angeles,  applied  at  Albuquerque,  plus  local  from  Pueblo,  establishes  Colorado 
common  point,  California  rate. 

c  Fort  Worth  to  San  Francisco,  use  Bakersfield  as  dividing  point,  figured  at  2  cents  per  mile,  exceeds 
the  Houston  rate;  hence,  latter  governs. 

^  Made  same  as  Los  Angeles,  Cal. 

CmcAOO,  January  J^^  t907. 

There  are  many  features,  gentlemen,  of  this  proposed  interchange- 
able one-thousand-mile-twenty-dollar-transferable-unliniited  book 
which  would  be  quite  objectionable  to  the  railroads.  Very  fair 
objections  would  be  recognized,  no  doubt,  when  you  care  to  examine 
them.  But  there  are  other  gentlemen  who  will  follow  me  who  are 
very  much  better  able  to  give  those  objections  than  I  am,  and  I  will 
leave  that  to  them. 

Simply  permit  me  to  reiterate  one  point  which  I  consider  very- 
strong  in  mv  argument:  House  bill  20153  provides  for  a  transferable 
ticket  which  may  be  sold  by  any  railroad,  and  all  of  the  railroads 
must  honor  it,  and  it  is  redeemable — the  unused  parts  of  it  are  redeem- 
able. Now  assuming  that  you  should  say  to  me,  **Well,  I  do  not  put 
any  stress  on  your  argument,  because  that  would  go  without  legisla- 
tion. The  Interstate  Commerce  Commission  would  take  care  of  that. 
You  should  do  that  in  your  State.  That  is  an  interstate  arrange- 
ment." But  I  make  this  point:  I  am  living  at  Chicago,  and  I  may 
want  to  go  to  Joliet,  40  miles  away,  or  to  some  other  point  100  miles 
away,  and  I  have  got  as  much  as  a  $100  bill.  I  will  take  it  and  buy 
that  universal  mileage  book  and  ride  to  my  destination,  and  then  1 
will  go  to  the  ticket  office  and,  having  traveled  40  miles,  I  wnll  get 
back  all  but  80  cents. 

The  poor  man,  however,  can  not  do  that,  and  the  inevitable  effect 
of  that  will  be  that  State  legislatures  will  at  once  follow  it  up  and  say 
that  **In  all  fairness  to  all  classes  of  people  we  represent  you  must 
be  equitable  in  your  rates,  and  you  have  no  right  to  haul  a  man  who 
happens  to  have  a  $20  bill  more  cheaply  than  the  man  who  has  got 
80  cents."  It  is  an  argument  which  nobody  can  face,  and  therefore 
I  simply  want  to  reiterate  the  statement  that  the  effect  at  once  of 
this  law  will  be  to  establish  in  every  State  and  Territory  in  the  United 
States  a  2-cent  rate  for  trip  tickets  for  long  and  short  distances  alike. 
We  could  not  avoid  it,  and  if  we  did  undertake  to  avoid  it  as  soon  as 
the  legislatures  could  get  hold  of  it  they  would  fix  it  so  that  we  could 
not  do  otherwise  than  accept  the  2-cent  rate  for  both  short  and  long 
distances.  >r '  ^  K  T*  ^^^^vfl  '\  •■■  ■* 

I  also  want  to  call  your  attention,  gentlemen,  to  another  point. 
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and  that  is  that  any  act  of  Congress  establishing  a  fixed  rate  per  mile, 
whether  you  in  your  wisdom  saj^  it  shall  be  one  or  two  or  three  cents, 
would  be  unfair  to  certain  sections  of  the  country.  If  you  make  it 
so  that  in  your  judgment  it  is  fair  to  the  roads  that  have  a  tremendous 
passenger  traffic  and  who  perhaps  could  afford  it,  and  who  may  to-day 
DC  not  getting  more  than  2  cents  a  mile,  certainly  it  would  be  unfair  to 
the  sparsely-settled  regions  and  the  railroads  serving  them,  where 
that  rate  would  not  pay  for  the  operating  expenses  of  the  trains.  On 
the  other  hand,  if  you  fixed  it  high  enough  to  be  a  satisfactory  rate 
in  the  sparsely-settled  regions  it  would  be  too  high  in  the  other 
regions. 

Now,  gentlemen,  we  have  an  Interstate  Commerce  Commission 
that  has  full  power,  as  I  understand  it,  to  look  into  all  inequalities 
of  passenger  rates  as  well  as  of  freight  rates,  and  they  can  take  up  any 
features  that  are  complained  of  as  being  unfair  in  anv  section  of  the 
country  and  deliberate  on  them,  and  if  that  should  be  suggested  as 
unfair  in  any  way  they  could  still  do  that  and  leave  the  rest  of  the 
country  as  it  is.  In  other  words,  they  would  not  necessarily  be  com- 
pelled to  make  a  blanket  rate  because  the  rate  in  one  locality  would 
DC  too  high. 

Mr.  Richardson.  Suppose  the  Interstate  Commerce  Commission 
should  be  vested  with  power  to  say  that  the  rate  should  not  exceed  a 
certain  amount,  say  3  cents  a  mile.     How  would  that  do? 

Mr.  Nicholson.  "Here  is  a  bill.  House  Bill  22133,  which  provides 
for  a  2-cent  rate  with  the  understanding  that — 

The  Interstate  Commerce  Commiesion  shall  have  power,  and  is  hereby  empowered, 
when  any  such  railway  company,  upon  its  application,  shall  make  it  clearly  to  appear 
that  the  cost  of  transportation  of  passengers  over  its  railway  tracks  is  unusually  great, 
to  enter  an  order  in  such  proceeding  suspending  the  operation  of  this  Act  as  to  such 
railway  compjtny,  and  in  such  case  it  snail  be  lawful  for  such  railway  company  to 
charge  a  fair  and  reasonable  price  for  such  transportation  in  excess  of  two  cents  per 
mile. 

That,  gentlemen,  puts  the  onus  of  the  increased  rate  upon  the 
Interstate  Commerce  Commission,  and  if  they  in  their  wisdom  should 
exercise  the  right  given  them  under  this  bill  it  would  make  them 
extremely  unpopular,  which  is  something  a^ou  do  not  care  to  thrust 
upon  them.  If  today  we  are  charging  4  cents  a  mile  in  Arizona  and 
you  pass  a  law  saying  that  we  shall  not  charge  more  than  2  cents 
unless  we  are  permitted,  and  then  the  Commission,  the  Interstate 
Commerce  Commission,  permits  it  they  would  be  condemned  for 
doing  it.  If  the  rate  is  4  cents  let  it  stay  there  until  the  Commission 
decides  that  it  is  too  high  and  should  be  reduced.  If  they  do  reduce 
it  there  will  be  no  opprobrium  cast  upon  them.  You  should  establish 
what  is  a  fair  and  reasonable  charge. 

Mr.  Kennedy.  To  the  last  bill  you  quoted  from  I  proposed  at  a 
reasonable  time  to  offer  an  amendment  in  place  of  the  last  clause, 
limiting  the  operation  of  the  2-cent  rate  to  railroads  having  a  gross 
earning  of  some  particular  figure  per  mile.  I  state  that  now  so  that 
you  might  discuss  the  question  of  the  earnings  of  the  railroads.  That 
probablv  would  exclude  jour  road  from  its  operation. 

Mr.  KiCHOLSON.  This  is  my  first  offense  in  addressing  committees 
of  legislators,  and  I  hope  if  I  should  put  my  criticisms  of  this  proposed 
legislation  a  little  bit  too  strongl}^  it  will  not  be  taken  in  an  offensive 
way. 
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Mr.  Payson.  You  can  not  hit  them  too  hard.     [Laughter.] 

Mr.  Mann.  Mr.  Nicholson,  part  of  your  road  is  east  or  what  we  call 
the  Missouri  River  line  and  part  west,  I  suppose? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Mann.  How  do  you  describe  that? 

Mr.  Nicholson.  We  have  a  term,  what  we  call  ** Trans-Missouri," 
meaning  west  of  the  Missouri.  That  is  the  line  supposed  to  cover 
the  roadway  from  St.  Paul  do^vn  to  Sioux  City  and  Omaha  and  Kansas 
City  and  down  to  Dallas  and  Houston,  Texas. 

Mr.  Mann.  Have  you  different  traffic  associations  for  each  side  of 
the  Missouri  River? 

Mr.  Nicholson.  In  our  passenger  business  we  have  a  traffic  asso- 
ciation that  covers  from  Chicago  and  St.  Louis  and  the  Mississippi 
River  line  as  far  as  the  Colorado. 

Mr.  Mann.  Is  the  Missouri  River  the  general  base  point? 

Mr.  Nicholson.  It  is  in  passenger  rates. 

Mr.  Mann.  And  for  freight  rates,  too,  I  suppose? 

Mr.  Nicholson.  Largely. 

Mr.  Mann.  Is  the  Missouri  River  possible  or  susceptible  of  being 
designated  in  such  a  way,  for  instance,  that  we  might  provide  legisla- 
tion for  the  passeno;er  rates  east  of  the  Missouri  aiid  a  different  rate 
west  of  the  Missouri  River? 

Mr.  Nicholson.  Perhaps  you  could;  but  perhaps  it  would  be 
more  accurate  to  define  it  by  States,  naming  the  States  in  each  list. 

Mr.  Stevens.  Mr.  Nicholson,  you  probably  have  read,  as  we  have, 
in  the  daily  press  that  the  governors  of  several  States  through  which 
your  lines  nin  have  recommended  to  their  legislatures  in  their  several 
messages  a  2-cent  rate  for  their  States? 

Mr.  ?fiCH0LS0N.  Yes. 

Mr.  Stevens.  Suppose  the  legislatures  should  adopt  the  suggestion 
of  the  governors  in  the  States  oi  Kansas,  Missouri,  and  Iowa.  What 
would  happen  if  they  did  that?  Would  you  not  be  obliged  to  put  the 
2-cent  rate  into  effect,  whether  we  passed  these  bills  or  not? 

Mr.  Nicholson.  Well,  we  are  pertectly  aware  of  the  fact  that  there 
is  a  strong  probability  that  such  a  bill  will  be  passed. 

Mr.  Stevens.  Wliat  will  be  the  effect  of  it,  so  far  as  your  roads  are 
concerned,  on  interstate  traffic? 

Mr.  Nicholson.  If  I  may  say  so  without  having  you  regard  it  as  a 
threat,  as  in  Kansas,  I  will  say  we  would  fight  that  in  the  courts  as  a 
confiscation  of  our  properties. 

Mr.  Mann.  I  understand  that  has  been  done  in  Ohio,  but  I  do  not 
think  you  have  done  it 

Mr.  Nicholson.  The  propositions  of  Ohio  and  Kansas  are  alto- 
gether different  propositions  as  to  equitable  rates.  We  have  neither 
the  population  nor  the  wealth  in  Kansas  that  there  is  in  Ohio. 

Mr.  Stevens.  Would  you  not  be  obliged  to  change  your  intei*state 
rates  if  Missouri  and  Iowa  and  Kansas  or  some  of  the  others  adopted 
it? 

Mr.  Nicholson.  Yes.  In  answer  to  that  question  I  will  say  that 
any  change  in  the  State  rate,  or  any  change  affecting  an  interstate 
rate,  at  once  fixes  the  State  rate  or  rate  within  the  State,  and  it  goes 
dovm  accordingly.  In  the  passenger  business  there  is  no  such  thing 
as  holding  up  through  rates  in  contradistinction  with  local  rates.  It 
is  impracticable,  and  is  not  contemplated  by  the  railroads.     The 
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passenger  can  simply  get  off  at  the  station.  If  you  charge  in  Kansas 
2  cents  per  mile,  our  rates  in  Kansas  and  out  of  Kansas  are  necessa- 
rily reduced  by  that  act,  and  must  at  once  come  down;  and  in  pre- 
cisely the  same  line  of  argument,  as  I  stated  here  already,  the  require- 
ment of  a  national  character  of  2  cents  a  mile,  to  say  notliing  about 
the  State  requirement,  will  at  the  same  time  bring  down  the  State 
rate. 

Mr.  Stevens.  Have  you  figured  on  the  amount  of  probable  reduction 
in  case  the  States  should  enact  that  statute,  or  in  case  we  enacted 
something  of  the  kind  here  ?  Have  you  made  a  computation  showing 
the  amount  of  decrease  in  the  revenues  ? 

Mr.  Nicholson.  Yes,  sir;  twenty-five  per  cent;  and  I  stated  that 
I  would  explain  to  the  Committee  how  I  arrived  at  that  estimate, 
if  the  Committee  care  to  hear  it. 

Mr.  Stevens.  Before  you  come  to  that  explanation,  if  you  were 
obliged  to  decrease  your  passenger  revenues  25  per  cent,  would  that 
produce  any  difference  in  the  facilities  you  offer  to  the  public? 

Mr.  Nicholson.  Not  at  all,  sir,  as  a  reprisal,  but 

Mr.  Stevens.  Would  you  give  them  tfie  same  number  of  trains, 
and  so  on? 

Mr.  Nicholson.  Until  we  found  we  were  unable  to  do  so  we  would 
continue  the  same  number  of  trains.  No  Western  railroad  is  in  the 
mood  to  do  something  and  have  it  said  that  '*It  is  your  lawmakers 
that  give  it  to  you.*'  But  as  I  said,  it  is  quite  Hkely  that  just  as  long 
as  the  railroad  companies  begin  to  have  decreased  revenues,  as  they 
may  have — I  am  not  a  croaker,  but  we  may  not  always  riave  the 
same  prosperity  that  we  have  today — the  auditor  is  cafled  upon  to 
cut  down  expenses,  and  if  he  does  not  do  it  somebody  will  be  put  in 
there  who  will  do  it;  and  the  logical  result  is  that  the  passenger  train 
service  will  be  reduced  that  is  not  paying  the  cost  of  operation,  just 
as  sure  as  hard  times  come;  it  will  not  be  by  way  of  reprisal,  but  it  is 
simply  an  equitable  proposition. 

Mr.  EscH.  Have  you  considered  the  proposition  of  the  possible 
increase  of  the  traffic  b j  reason  of  the  reduction  of  the  rate  ? 

Mr.  Nicholson.  Yes;  I  have  considered  it. 

Mr.  EscH.  What  would  you  figure  that  out  to  be? 

Mr.  Nicholson.  I  could  not  speak  of  the  increase  of  the  passenger 
business  at  the  present  time  on  other  railroads,  but  I  want  to  say  that 
in  my  own  opinion  our  passenger  business  in  the  West  is  increasing 
with  as  large  a  ratio  as  any  other  part  of  the  United  States  to-day 
without  a  reduction  of  the  rate. 

Mr.  EscH.  Would  it  increase  in  a  much  larger  ratio  if  the  reduction 
were  made  in  the  rate  to  2  cents  per  mile  ? 

Mr.  Nicholson.  Some;  not  very  much. 

Mr  EscH.  Is  not  it  the  experience  of  some  reductions?  I  have  in 
mind  a  Michigan  road  where,  as  a  result  of  the  reduction,  an  increase 
has  more  than  made  good  the  loss  incident  to  the  reduction. 

Mr.  Nicholson.  Oh,  in  the  territory  j^ou  speak  of  the  country  is 

fridironed  with  electric  lines.     They  are  everywhere  throughout  the 
Tnited  States,  but  maps  do  not  show  that,     'f he  people  ride  on  these 
trains.     We  do  not  have  those  in  the  Santa  Fe  territory,  although  in  a 
district  around  Los  Angeles  there  are  some,  and  there  may  be  some  in 
and  around  Omaha. 
Mr.  Mann.  The  electric  railroads  compete  with  passenger  lines  and 
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will  get  a  good  share  of  business.  Why  would  you  not  compete  with 
those  lines  if  you  put  the  rate  down  to  what  they  are  in  the  East  ? 

A£r.  Nicholson.  I  took  that  into  consideration  when  I  made  my 
estimate  of  25  per  cent. 

Mr.  Mann.  That  estimate  of  25  per  cent  is  not  merely  based  upon  a 
25  per  cent  reduction  in  rates,  but  on  a  25  per  cent  loss  of  business  ? 

Mr.  Nicholson.  The  loss  on  the  whole  thing.  I  will  show  you  how 
I  get  at  it.  One  man's  judgment  on  this  is  just  as  good  as  another's, 
provided  you  make  some  aflowance  for  his  experience.  In  our  terri- 
tory the  most  thickly  populated  territory  we  serve  is  on  a  3  cents  per 
mile  basis.  That  is  n-om  the  Rocky  Mountains  to  the  Missouri  and 
^kHssissippi  Valley.  That  is  on  a  3-cent  basis  to-dav.  The  2-cent 
basis  brings  that  down  one-third.  When  you  get  West  of  that  the 
next  best  territory  we  have  is  on  a  4-cent  basis.  That  includes  New 
Mexico,  Arizona,  and  much  of  California.  We  have  some  of  5  cents, 
and  w^  have  some  few  little  branches  that  run  up  to  mining  camps  as 
high  as  4  and  5  and  6  cents.  Therefore  your  nrst  reduction  is  one- 
third  on  your  most  profitable  territory  and  about  40  per  cent  on  the  4- 
cent  terntorv,  and  more  than  that  on  the  5-cent  territory.  It  brings 
it  down,  as  1  figiu'e  it,  to  where  38  per  cent  of  our  passenger  earnings 
would  be  taken  away,  provided  you  had  no  increase  of  business. 

Now  as  an  offset  to  that  you  can  take  off  something  of  your  38  per 
cent  for  increased  business.  We  are  running  now  from  10  to  15  per 
cent  increase  over  last  year,  and  last  yearns  was  the  biggest  business 
we  ever  did.  I  hope  other  roads  are  doing  even  better  than  that. 
But  take  off  something*  for  that. 

Now,  then,  you  come  to  the  class  of  business  that  is  done  on 
excursion  rates  and  on  your  mileage  rates,  and  I  take  the  position  that 
on  that  business  we  can  still  get  the  same  rates  per  mile  that  we  now 
get.  For  instance,  if  there  is  an  excursion  for  a  Grand  Army  con- 
vention we  make  them  a  cent-a-mile  rate.  For  the  ordinary  con- 
vention we  make  a  rate  of  one  fare;  that  is,  3  cents  for  the  round 
trip,  or  li  cents  each  way.  If  we  have  a  2-cent  law  we  can  still 
charge  li  cents  each  way,  and  it  will  be  an  excursion  ticket.  While  I 
admit  that  that  volume  of  our  passenger  earnings  that  is  represented 
by  excursions  and  mileage  business,  1,000,  2,000,  and  5,000  mileage 
book  rates,  can  be  maintained  at  its  present  figure,  that  is  a  reason 
why  it  is  not  a  full  38  per  cent  decrease.  I  make  an  allowance  for 
that  and  for  the  natural  growth  of  business  as  a  result  of  the  reduced 
rate,  and  I  come  down  to  the  proposition  that  to  reduce  our  earnings 
from  38  to  25  per  cent  is  a  very  conservative  estimate.  I  believe  it 
will  be  larger  than  that. 

Now,  take  the  element  alone  of  the  excursion  business.  The  men 
and  the  people  in  the  country  and  in  the  small  towns  come  in  and  see  a 
cheap  rate  advertised,  and  if  they  do  not  go  you  do  not  get  j^our 
money.  A  great  deal  of  their  travel  is  occasioned  because  it  is  a 
cheap  rate.  We  transact  business  when  we  make  them  a  half  rate. 
Those  people  get  on  the  train  and  go.  If  you  charge  them  2  cents  a 
mOe  every  day  and  then  offer  them  IJ  cents  as  an  excursion,  which  in 
mv  opinion  we  would  still  do,  they  might  say,  '^  Well,  if  I  get  ready  I 
will  go,  and  if  I  don^t  get  ready,  I  won't  go  at  all.''  That  item  is  going 
to  materially  decrease  our  earnings  from  excursions,  unless  we  further 
reduce  our  excursion  rates  as  you  reduce  our  regular  ticket  rates. 

But  I  eliminate  all  that  from  the  proposition  and  take  the  position 


30  BAILBOAD   PASSENGEB   FABES  AND   MILEAGE   TICKETS. 

that  we  could,  if  we  wanted  to,  still  continue  to  charge  the  same  as  we 
do  to-day  for  excursions.  I  want  to  modify  that  to  this  extent,  how- 
ever, that  it  applies  to  local  and  short-distance  excursions.  When 
you  come  to  racific  coast  business  you  will  find  it  is  altogether 
different. 

I  have  a  table  here  from  which  I  was  reading  just  now,  before  you 
came  in  [addressing  Mr.  Mann],  in  which  I  showed  that  the  rate  from 
Chicago  to  San  Francisco  will  be  $42.  Twice  that  would  be  all  that 
you  could  charge  for  a  roimd-trip  rate,  $84 ;  whereas  we  now  charge 
$110.  There  would  be  a  heavy  discount  from  the  excursion  rate,  so 
that  there  are  some  excursion  rates,  at  least,  that  would  come  down. 

Mr.  Mann.  You  mean  the  $42  is  a  short-line  rate? 

Mr.  Nicholson.  Yes.  We  would  have  to  meet  it  or  go  out  of  busi- 
ness, and  that  would  be  in  restraint  of  trade.  Any  rate  that  forces 
any  railroad  out  of  business  is  in  restraint  of  trade.  That  is  my 
opinion,  although  I  am  not  a  lawyer. 

Mr.  EscH.  With  reference  to  some  of  the  principles  that  guide  us 
in  determining  the  merits  of  this  bill,  allow  me  to  remark  that  your 
argument  has  been  directed  almost  wholly  to  the  receipts  from  pas- 
senger traffic.  Do  you  think  we  could  legitimately  consider,  in  con- 
nection with  your  passenger  traffic,  also  the  returns  from  freight 
traffic  ?  Because  you  say  a  road  does  not  pay  for  its  passenger  traffic, 
are  we  deprived  oi  the  right  of  considering  your  returns  from  freight? 

Mr.  Nicholson.  You  mean  that  the  passeneer-rate  law  would 
cany  with  it  the  guaranty  that  there  would  be  no  reduction  in 
freight  rates? 

Mr,  EscH.  No.  You  do  not  get  my  idea.  In  determining  whether 
this  is  a  proper  measure  to  pass,  can  we  consider  also  the  profits  that 
the  railroads  get  from  their  freight  traffic;  also  your  income  from 
other  sources — express,  mail,  and  dividends  on  stock  held  in  other 
corporations,  and  things  of  that  kind  ? 

Mr.  Nicholson.  As  to  our  earnings  on  mail,  we  are  perfectly  pow- 
erless to  increase  or  decrease  them.  They  are  a  matter  wholly  in  the 
power  of  Congress,  and  we  have  to  take  what  they  give  us  for  that. 
The  statistics  I  give  include  our  mail  earnings  and  passenger  trains. 

Mr.  EscH.  You  make  no  reference  to  freight  returns? 

Mr.  Nicholson.  No,  sir.  In  answer  to  that  I  should  say  no, 
because  on  all  railroads  the  two  propositions  are  absolutely  inde- 
pendent. For  instance,  we  have  a  passenger  department  and  a 
freight  department.  If  the  passenger  department  has  before  it  a 
proposition  to  redice  or  change  the  rates,  it  never  has  any  occasion 
to  consult  the  freight  department  about  that.  It  stands  on  its  own 
basis.  It  is  a  business  or  itself,  and  there  is  no  interlacing  of  the  two 
kinds  of  business. 

Mr.  EscH.  This  follows  with  reference  to  your  suggestion  as  to 
restraint  of  trade,  or  putting  it  in  the  hands  of  a  receiver.  If  the 
dividends  are  large  from  freight,  have  you  a  right  to  consider  that 
fact  in  connection  with  the  rate  on  passenger  traffic? 

Mr.  Nicholson.  I  should  say  that  is  a  matter  for  the  attorneys. 
But  I  understand  there  are  court  decisions  under  which  the  railroad 
attorneys  hold  that  there  is  protection  for  them  as  against  confisca- 
tory rates. 

Mr.  EscH.  Yes;  that  is  a  Nebraska  case. 
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Mr.  Nicholson.  But  I  am  not  competent  to  discuss  that,  though 
I  would  be  very  glad  to  express  an  opinion.  Do  I  understand  your 
(juestion  to  mean  this,  that  if  the  reduction  in  passenger  rates  results 
in  an  increase  in  passenger  business  and  thereby  helps  the  passenger 
problem,  should  that  be  considered  an  item? 

Mr.  EscH.  No;  not  exactly.  I  say,  in  deciding  the  merits  of  this 
bill,  can  we  take  into  consideration  the  returns  of  the  railroad  on  its 
freight  business? 

Mr.  Ryan.  The  gross  earnings  of  the  railroad? 

Mr.  EscH.  Yes. 

Mr.  Nicholson.  I  should  say  that  would  not  be  a  proper  thing, 
because  there  is  a  body,  the  Interstate  Commerce  Commission,  that 
has  full  power  to  consider  freight  or  passenger  rates  on  the  merits — on 
the  merits  of  each  particular  road  that  may  come  before  their  atten- 
tion upon  complaint;  and  I  should  say  if  a  complaint  was  made  to  the 
Interstate  Commerce  Commission  that  certain  rates  troia  A  to  B  on 
coal,  for  example,  were  entirely  too  high  and  ought  to  be  readjusted, 
that  the  railroad  could  not  set  up  as  an  argument  that  it  had  a  low 
passenger  rate  and  therefore  should  be  allowed  to  charge  a  high  rate 
on  coal.  I  do  not  think  that  would  be  acceptable  or  oe  considered 
sound  sense,  so  that  I  say  the  passenger  proposition  should  be  con- 
sidered by  itself. 

Mr.  E^H.  And  you  think  that  we  should  not  go  into  the  considera- 
tion of  returns  from  earnings  from  any  other  source? 

Mr.  Nicholson.  I  should  say  so. 

Mr.  Richabdson.  You  gave  before  noon  illustrations  of  two  roads 
that  you  are  running  at  a  loss,  and  you  said  that  the  ag^egate  passenger 
receipts  and  the  gross  expenses  diifered  by  $800,  or  eight  himdred  and 
some  odd  dollars.  Do  you  not  recoup  your  loss  in  the  passenger 
trains  by  freight  rates  ?    You  do  not  run  that  road  on  a  loss,  do  you  ? 

Mr.  Nicholson.  No;  we  endeavor  to  recoup  the  loss,  as  every  road 
that  has  a  large  number  of  branches  does.  It  is  simply  some  mileage 
that  is  not  profitable,  but  it  is  operated  because  it  is  a  part  of  the 
entire  system  and  a  part  of  the  country  which  it  serves.  Take  this 
particular  illustration  that  I  brought  out  this  morning.  We  hope  to 
see  the  day — and  it  is  rapidly  commg  in  that  section  of  the  country — 
when  people  will  come  in  to  make  that  a  good  railroad,  a  good  paying 
road. 

Mr.  Richardson.  You  do  not  decide  or  fix  the  freight  charges  in 
order  to  recover  losses  incurred  on  the  passenger  traffic  ?  They  are 
separate  and  distinct? 

Mr.  Nicholson.  Yes.  We  do  not  make  our  freight  charges  on  the 
road  higher  in  order  to  recover  from  the  passenger  loss.  The  whole 
proposition  is  made  eventually  on  the  theory  that  the  country  will 
develop.  We  have  built  the  railroad,  and  will  keep  on  running  it  until 
it  eventually  becomes  profitable. 

Mr.  Russell.  Let  me  ask  you  a  question.  What  kind  of  people, 
in  your  judgment,  would  buy  the  2-cent  mileage  tickets  or  books  ? 
What  kind  of  travelers  would  make  those  purchases?  Would  they 
be  mostly  commercial  men,  commercial  travelers  ? 

Mr.  Nicholson.  Nobody  would  be  likely  to  buy  mileage  books  after 
the  regular  ticket  rate  was  reduced  to  the  2-cent  basis. 

Mr.  Russell.  These  bills  provide  for  the  sale  of  a  2-cent  mileage 
book? 
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Mr.  Nicholson.  Yes,  sir;  and  I  presume  that  your  view  is  that 
local  ticket  rates  would  stay  where  they  are.  But  I  make  the  argu- 
ment that  they  would  not  stay  there. 

Mr.  Russell.  In  that  case  who  would  be  the  purchasers  of  these 
mileage  books?    Would  they  not  be  the  commercial  travelers? 

Mr.  Richardson.  Did  you  not  sav  awhile  ago  that  it  would  be  a 
discrimination  between  tne  poor  and  the  rich  man  ? 

Mr.  Nicholson.  Yes. 

Mr.  Mann.  Everybody  who  had  $20  would  buy  them.  I  am  sure 
I  would  not  buy  anything  else. 

Mr.  Nicholson.  The  commercial  travelers  are  always  the  largest 
purchasers  of  mileage  books. 

Mr.  Russell.  I  tnink  you  made  some  statement  in  the  forenoon 
about  what  per  cent  they  covered. 

Mr.  Nicholson.  It  is  a  very  small  proportion. 

Mr.  Russell.  What  other  people  besides  the  commercial  trav- 
elers would  be  likely  to  purchase  these? 

Mr.  Nicholson.  There  is  no  mileage  ticket  at  present  which  you 
buy  as  a  commercial  traveler  but  what  you  have  to  use  it  yourself  in 
order  to  get  the  refund.  Here  is  a  proposition,  however,  to  sell  a 
ticket  as  good  as  bank  currency,  in  fact,  you  could  carry  them 
around  instead  of  paying  the  excnange  on  bank  checks. 

Mr.  Sherman.  Mr.  Nicholson,  are  you  not  in  error  in  that  state- 
ment ? 

Mr.  Nicholson.  I  think  not. 

Mr.  Russell.  Could  not  a  man  travel  forty  miles  or  so  and  then 
cash  in  the  book  ? 

Mr.  Nicholson.  Yes;  he  could  do  that.  You  would  have  ticket 
brokers  in  every  town  in  the  Western  country  unless  you  made  a  pro- 
vision to  prevent  it.  No  one  had  any  idea  that  this  would  encourage 
the  growth  of  scalpers'  tickets,  but  it  would  encourage  that  on  its 
very  face. 

Mr.  Russell.  What  would  be  the  encouragement  to  a  man  to  buy 
a  mileage  ticket  unless  he  could  cash  it  in  ? 

Mr.  Mann.  The  scalper  could  not  pay  any  more  than  its  face  value 
for  it. 

Mr.  Nicholson.  Certainly  not;  but  the  scalper  would  have  lots  of 
customers  who  have  not  got  $20  bilk. 

Mr.  Mann.  Yes;  but  the  scalper  probably  would  not  be  able  to 
handle  the  tickets  in  that  way.  You  say  you  have  got  to  put  down 
the  price  of  regular  tickets? 

Mr.  Nicholson.  As  soon  as  we  put  down  the  price  all  that  would 
be  done  away  with.  But  to  start  with,  the  purchasers  of  these 
tickets  would  be  largely  commercial  travelers  and  any  other  whole- 
sale travelers,  and  as  soon  as  the  railroad  would  be  compelled  by  cir- 
cumstances, as  I  predict  they  would  be,  to  reduce  the  rates  generally 
to  the  2-cent  basis,  mileage  books  would  be  obsolete. 

Mr.  Mann.  Suppose  this  bill  providing  for  the  issuance  of  mileage 
books  should  make  them  not  transferable  and  redeemable  only  at  the 
general  office  of  the  company  making  the  issue? 

Mr.  Nicholson.  That  would  be  a  very  much  better  bill. 

Mr.  Mann.  What  effect  would  that  other  kind  have — an  inter- 
changeable mileage  book? 

Mr.  Nicholson.  That  would  have  the  effect  of  reducing  our  rates 
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in  what  I  would  call  the  Trans-Missouri  territory.  We  now  have  no 
imleage  rates  out  there  of  less  than  2^  cents  a  mile.  We  reduced  that 
rate  one-half  cent  a  mile. 

Mr.  Mann.  Have  you  a  mileage  book  elsewhere  that  is  not  good 
East? 

Mr.  Nicholson.  It  is  not  transferable.  The  territory  is  cut  up 
into  districts. 

Mr.  Mann.  How  many  of  those  districts  are  there  in  the  United 
States?     Do  you  remember? 

Mr.  Nicholson.  In  the  territory  which  I  represent  there  is  the 
Western  Passenger  Bureau,  which  covers  up  to  the  Missouri  River — 
we  will  say  Chicago,  St.  Paul,  and  Kansas  City,  and  St.  Louis,  and 
down  there.  They  would  have  another  in  Arkansas  and  Texas  and 
the  Indian  Territory.  Then  we  have  another  that  is  good  in  Kansas 
and  Colorado  and  New  Mexico  and  that  region,  and  then  we  have 
still  another  which  is  good  on  the  Pacific  slope,  from  the  Rocky 
Mountains  to  the  coast. 

Mr.  Mann.  So  that  a  commercial  traveler  now,  traveling  through 
the  West  generally,  if  he  wishes  to  have  a  mileage  ticket  must  have  a 
number  of  them  ? 

Mr.  Nicholson.  Yes,  sir;  and  he  also  takes  different  routes  in 
different  sections  of  the  country  for  precisely  the  same  reason  that 
we  charge  the  ordinary  traveling  public  higher  rates  in  one  section 
than  in  others. 

Mr.  Burke.  How  recently  have  there  been  reductions  generally  on 
your  system  of  passenger  rales  ? 

Mr.  Nicholson.  On  the  1st  day  of  July,  1906,  we  made  voluntary 
reductions  in  our  rates  in  Colorado  from  4  to  3  cents  a  mile.  In  Cah- 
fomia,  on  the  line  from  Needles  to  San  Bernardino,  from  5  to  4  cents  a 
mile;  from  San  Francisco  to  Phoenix,  from  6  to  5  cents  a  mile;  on  the 
main  line  in  Arizona  from  5  to  4  cents  a  mile.  Those  were  voluntary 
reductions.  There  never  was  a  letter  or  request  or  petition  from  any 
citizen  of  the  United  States  to  us  on  the  suoject,  that  I  know  of. 

Mr.  Sherman.  Were  all  of  these  reductions  made  after  the  intro- 
duction of  this  bill  that  you  are  now  discussing? 

itr.  Nicholson.  Suppose  they  are.  We  reduced  from  10  to  8 
cents,  and  from  8  to  6  cents,  and  from  6  to  5  cents  before  that. 

Mr.  Sherman.  I  know;  but  I  was  speaking  of  this  that  you  just 
referred  to. 

Mr.  Nicholson.  Well,  we  are  speaking  of  the  rates  to  commercial 
travelers. 

Now,  I  want  to  speak  of  an  opinion  that  may  have  a  little  bit  of 
dynamite  in  it  for  the  railroad  man  who  is  engaged  in  procuring 
freights,  but  I  see  no  reason  why  the  commercial  travelers  in  this 
country  should  have  any  lower  rate  per  mile  than  the  most  humble 
citizen.     They  are  not  entitled  to  it. 

Mr.  Sherman.  Does  this  bill  call  for  it? 

Mr.  Nicholson.  No,  sir;  except  in  the  sense  that,  so  far  as  I  know, 
that  is  the  source  of  the  only  organized  demand  for  the  reduction  in 
mileage-ticket  rates.  That  comes  from  the  commercial  travelers,  and 
when  you  get  next  to  them  you  will  find  that  they  want  not  a  public 
rate  but  a  special  rate  for  themselves  which  is  advantageous  to  them- 
selves only. 

BPF— 07 8 


34  RAILROAD    PASSENGER    FARES   AND    MILEAGE    TICKETS. 

Mr.  Burke.  Mr.  Nicholson,  does  your  company  operate  any  trains 
known  as  excess-fare  trains? 

Mr.  Nicholson.  No,  sir;  we  do  not.  We  have  one  train  of  that 
character — that  is,  it  carries  nothing  but  first-class  Pullman  sleepers 
on  it,  has  no  chair  cars,  and  has  thereby  the  effect  of  making  a  class 
train,  but  we  do  not  have  any  extra  fare  on  it.  However,  there  are 
very  many  trains  of  that  character  throughout  the  country. 

Mr.  Stevens.  Before  you  conclude,  Mr.  Nicholson,  I  would  like  to 
ask  you  this:  Is  there  any  connection  between  the  passenger  depart- 
ment and  the  operating  department  of  your  road,  or  in  any  other  that 
you  know  anything  about,  so  that  the  reduction  of  revenues  in  one 
department  would  affect  the  expenses  which  the  operating  department 
would  incur  in  the  line  of  wages  and  thin^  of  tnat  kind?  Does  one 
department  take  the  other  into  consideration? 

Mr.  Nicholson.  Just  about  as  quick  as  you  stuck  a  pin  in  your 
finger  you  would  feel  it  in  your  brain.  The  minute  our  earnings  go 
down  we  try  to  save  all  we  can. 

Mr.  Stevens.  Suppose  those  States  which  I  mentioned  to  you  had 
established  2-cent  rates,  and  suppose  it  had  the  effect  vou  describe 
upon  passenger  rates,  what  would  be  the  effect  upon  the  operating 
department? 

Mr.  Nicholson.  Immediately? 

Mr.  Stevens.  Yes;  immediately  or  at  any  other  time,  from  your 
experience  or  in  your  judgment. 

Mr.  Nicholson.  I  think  it  would  have  no  effect  until  the  earnings 
showed  some  material  decrease.  It  would  take  some  considerable 
time  to  determine  that. 

Mr.  Stevens.  What  would  be  the  effect  then? 

Mr.  Nicholson.  The  immediate  effect  then  would  be  a  close  exami- 
nation of  our  passenger-train  service.  They  would  take  the  earnii^ 
of  the  branch  road  that  was  showing  a  deficit  and  try  to  bring  its 
operation  to  a  cost  basis. 

Mr.  Stevens.  And  cut  down  expenses  ? 

Mr.  Nicholson.  Yes,  sir. 

Mr.  Stevens.  How? 

Mr.  Nicholson.  The  only  way  you  can  cut  down  expenses  in  pas- 
senger service  is  to  take  off  some  trains.  If  you  run  the  trains  your 
expenses  are  practically  a  fixture.  You  can  not  run  a  train  and  still 
reauce  the  expenses  materially. 

Mr.  Stevens.  Could  you  decrease  wages? 

Mr.  Nicholson.  No,  sir. 

Mr.  Stevens.  That  is  regulated  by  another  power? 

Mr.  Nicholson.  Yes;  and  not  the  railroad  power,  either. 

Mr.  Stevens.  I  wanted  to  make  that  a  matter  of  record. 

Mr.  Nicholson.  You  can  not  decrease  wages  or  the  cost  of  sup- 
pUes.  If  you  have  a  good  purchasing  agent,  he  is  supposed  to  get 
them  as  cheaply  as  he  can  anywhere;  ana  the  cost  of  mamtenance  of 
the  road  h&s  to  be  taken  into  consideration. 

Mr.  Stevens.  Then  if  you  are  confronted  with  a  steady  cost  that 
will  not  decrease  on  the  one  side  and  with  decreasing  revenues  on  ihe 
other,  what  is  the  inevitable  effect? 

Mr.  Nicholson.  The  inevitable  effect  is  to  reduce  the  passenger . 
train  service,  and  that  will  come  primarily  and  with  fuU  force  upon 
the  communities  that  already  have  an  inferior  service.     If  you  bkve 
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a  main  line  of  travel  between  two  big  cities  you  have  got  to  run  your 
trains  there  anyhow,  and  you  will  reduce  in  your  agricultural  regions 
on  your  brancn  lines  and  in  a  sparsely-settled  coimtry.  They  will 
feel  it.     I  would  be  very  sorry  to  see  it  done. 

Mr.  Stevens.  Is  it  possible  in  any  way  to  decrease  the  cost  of  equip- 
ment by  getting  cheaper  cars  or  equipment,  or  cheaper  tracks  and 
material,  and  cheaper  station  material? 

Mr.  Nicholson.  No,  sir;  any  railroad  that  would  undertake  to  buy 
cheaper  cars  nowadays  would  be  pilloried.  Cars  are  getting  more 
expensive  all  the  time.  Even  freight  cars  are  having  steel  under- 
frames  put  on  them,  and  all  that  sort  of  thing,  for  matter  of  safety. 
Passenger  cars,  likewise,  are  being  built  stronger  and  more  expensive. 
Every  Tot  is  more  expensive  than  the  previous  lot,  not  only  oecause 
the  cost  of  material  has  gone  up,  but  also  because  the  cars  are  of  more 
expensive  pattern. 

Mr.  EscH.  That  allows  you  to  carry  more  freight,  though.  You 
have  increased  the  tonnage  of  your  cars  vastly  by  reason  of  ttiat  fact  I 

Mr.  Nicholson.  Yes,  but  I  do  not  know  how  the  underframing  of 
the  freight  cars  has  done  that  ? 

Mr.  EscH.  You  have  60,000-pound  cars  now? 

Mr.  Nicholson.  Yes,  and  we  have  some  that  are  not  steel  under- 
framed;  but  I  am  very  sure  that  no  railroad  company  would  retrench 
in  expenses  in  any  item  which  affected  the  safety  of  the  traveling 
public  on  account  of  the  bill.  That  would  be  suicidal  and  inex- 
cusable. 

The  Chairman.  Have  you  any  data  to  show  the  average  number 
of  passengers  to  a  car  in  your  entire  service? 

Mr.  Nicholson.  Yes,  sir.  Oh,  per  car?  I  can  show  it  to  you  simply 
per  train.  I  haven^t  got  it  per  car.  I  will  furnish  you  that  infor- 
mation per  train.  I  can  not  give  it  to  you  per  car.  1  thought  I  had 
it  with  me. 

The  Chairman.  Have  you  anything  to  show  the  average  number 
of  passengers  in  Pullman  cars  in  your  service? 

Mr.  Nicholson.  No,  sir;  we  have  no  such  statistics. 

The  Chairman.  I  wish  you  would  tell  us  what  you  understand  by 
this  language:  "Shall  not  be  restricted  in  passage  on  any  passenger 
train  of  any  railroad  engaged  in  interstate  commerce." 

Mr.  Nicholson.  My  understanding  of  that  is  that  there  shall  be  no 
extra-fare  trains,  as  we  call  them,  or  trains  requiring  an  extra  pay- 
ment above  the  price  of  the  railroad  ticket. 

The  Chairman.  Do  you  think  that  language  would  accomplish 
that  prohibition? 

Mr.  Nicholson.  I  think  so,  sir. 

The  Chairman.  Are  you  prepared  to  speak  with  reference  to  the 
power  of  Congress  to  legislate  in  certain  oirections  shadowed  in  this 
bin? 

Mr.  Nicholson.  I  should  say  those  are  legal  questions,  and  I  am 
a  purelv  traffic  man.  I  certainly  should  not  want  to  say  you  did  not 
have  tne  power. 

Mr.  LovERiNO.  Mr.  Nicholson,  you  said  that  any  legislation  by 
Congress  would  be  followed  by  State  legislation? 

m.  Nicholson.  Yes,  sir. 

Mr.  LovERiNG.  Has  that  been  the  case  in  States  where  the  2-cent 
mileage  has  been  accorded  heretofore? 
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Mr.  Nicholson.  Up  to  this  time,  sir;  so  far  as  I  know,  there  has 
been  no  national  legislation  on  the  question  of  passenger  fares,  estab- 
lishing fares.     It  has  all  been  by  States. 

Mr.  LoYEBiNO.  But  has  the  adoption  of  the  2-cent  mileage  rate  in 
any  State  been  followed  by  legislation  elsewhere  ? 

Mr.  Nicholson.  It  has  been  followed  by  tremendous  agitation 
elsewhere,  and  the  legislatures  of  the  States  that  our  roads  serve, 
most  of  them,  will  meet  early  this  year,  and  we  anticipate  that  they 
will  all  consider  these  reducea  passenger  fare  bills. 

Mr.  LovERiNG.  There  has  been  2-cent  mileage  for  a  great  number 
of  years  in  some  of  the  Eastern  roads,  has  there  not? 

Mr.  Nicholson.  Only  in  spots.  It  is  generally  understood  that 
the  2-cent  rate  on  the  New  York  Central  has  been  in  force  for  many 
years,  but  that  is  not  the  fact.     It  has  been  only  recent. 

Mr.  LoyERiNG.  It  has  been  by  the  New  lork,  New  Hayen  & 
Hartford. 

Mr.  Nicholson.  I  think  the  New  England  roads  put  in  the  2-cent 
basis  two  years  ago,  did  they  not? 

Mr.  Richardson.  Those  State  legislatures  that  you  say  are  going 
to  meet  soon  and  will  act,  as  you  apprehend — ^if  they  did  that  your 
plain  remedy  would  be  that  yoiu-  property  would  be  taken  from  you 
without  due  process  of  law.  if  you  went  to  the  courts,  or  by  confisca- 
tion.   They  could  not  do  tnat  without  you?  haying  a  day  in  court  1 

Mr.  Nicholson.  No.  sir;  that  is  the  position  we  take. 

Mr.  Richardson.  Tnat  is  what  you  would  do? 

Mr.  Nicholson.  Yes,  sir;  but  I  make  the  point,  gentlemen,  here, 
that  if  you  put  in  the  2  cents  per  mile  nationally,  we  haye  to  follow 
right  down  and  put  it  in  as  a  State  proposition.  You  can  not  lock  a 
man  up  in  a  car  and  carry  him  against  his  will  to  a  certain  place.  He 
will  get  off  the  train.  If  you  enact  any  of  these  tlu-ee  bilis,  we  shall 
haye  a  2-cent  rate  to  any  point  in  the  United  States. 

Mr.  Richardson.  If  the  rate  is  made  so  low  that  you  can  not  make 
ends  meet,  then  you  would  inyoke  the  constitutional  authority? 

Mr.  Nicholson.  I  am  not  the  power  on  our  road  to  say  definitely 
what  our  procedure  would  be,  out  I  suppose  that  would  be  the 
programme. 

l£r.  Mann.  I  do  not  want  to  shut  off  Mr.  Nicholson,  but  I  want  to 
say  that  there  a  great  many  other  gentlemen  here  who  would  be  glad 
to  be  heard. 

The  Chairman.  If  Mr.  Nicholson  is  through,  we  will  hear  from  Mr. 
Johnson. 

Mr.  Nicholson.  I  am  through.    Thank  you,  gentlemen. 

The  Chairman.  Gentlemen,  there  are  two  or  three  propositions  to 
which  I  would  like  to  call  the  attention  of  some  of  the  gentlemen 
here,  gentlemen  who  I  suppose  are  before  the  committee.  I  would 
like  to  ask  some  gentleman  to  giye  us  his  opinion  as  to  the  power  of 
Congress  to  enact  this  as  legislation:  ''And  that  they  shall  be  good 
for  transportation  and  checking  of  baggage  upon  the  trains  of  any 
railway  in  the  United  States."  And  Cms:  "And  shall  be  redeemed 
upon  presentation  at  any  ticket  office  of  any  railroad  engaged  in 
interstate  commerce  at  their  face  yalue."  I  suppose  that  language 
applies  to  roads,  or  would  be  applied  to  roads  that  may  be  very 
remote,  one  from  the  other,  and  that  may  have  no  business  connec- 
tion of  any  kind,  and  that  may  not  have  any  traffic  relations.    I 
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would  like  to  know  whether  Congress  has  the  power  to  compel  one 
of  these  remote  railroads  to  accept  as  a  legal  tender  for  the  service 
the  mileage  ticket  issued  by  some  other  road,  or  whether  we  have 
the  power  to  compel  this  remote  railway  to  redeem  the  obligation  of 
another  road. 
Mr.  Johnson,  we  will  hear  you. 

STATEMENT  OF  MB.  J.  M.  JOHNSON,  BEPBESENTING  THE  DENVEB 
AND  BIO  GBANDE,  THE  ST.  LOUIS  SOUTHWESTEBN,  THE  TEXAS 
AND  PACIFIC,  AND  THE  INTEBNATIONAL  AND  GBEAT  NOBTH- 
BBN  BAHiBOADS. 

Mr.  Johnson.  Mr.  Chairman  and  gentlemen  of  the  committee,  the 
argument  I  submit  is  the  argument  of  the  Denver  and  Rio  Grande 
Railroad.  I  have  not  gone  into  the  statistics  of  the  matter,  because 
I  felt  that  any  statistics  that  you  might  want  we  would  be  very  glad 
to  furnish,  and  would  be  very  glad  to  furnish  them  in  any  manner  in 
which  you  might  want  them.  I  have  only  gone  into  the  general 
propositions  of  the  bill  or  the  general  principles  of  the  bill  rather,  as 
they  appeal  to  us. 

This  bill  undertakes  to  impose  a  uniform  rate  which  is  to  be  appUed 
alike  by  all  railroads,  although  the  circumstances  and  conditions  are 
dissimilar  in  that  it  seeks  to  establish  a  uniform  maximum  passenger 
rate  of  2  cents  per  mile  on  all  interstate  railways  for  all  interstate 
travel,  regardless  of  the  fact  that  circumstances  and  conditions  sur- 
rounding the  several  carriers  are  unlike  in  nature  and  character. 

A  rate  which  would  render  only  a  fair  and  reasonable  return  to  a 
railway  in  a  densely  populated  section  of  the  country  where  the  traffic 
is  heavy  if  appUed  to  the  passenger  travel  of  our  western  roads  which 
traverse  sparsely  settled  and  mountain  sections  where  travel  is  Ught 
and  cost  ol  construction,  maintenance,  and  operation  much  greater 
than  that  in  the  eastern  section  would  prove  ruinous. 

The  operation  of  the  Denver  and  Rio  Grande  system  through  a 
mountainous  country  (Colorado,  Utah,  and  New  Mexico)  sparsely 
settled,  the  volume  of  traffic  light,  its  towns  and  mining  camps  far 
apart  and  difficult  of  access,  and  reached  over  heavy  grades  and 
extreme  curvatures,  involves  an  unusually  heavy  rate  of  expense,  the 
passenger-train  service  in  many  sections  yielding  but  a  limited  rev- 
enue, often  not  equal  to  the  cost  of  operation. 

The  Denver  and  Rio  Grande  Railroad  operates  1,630  miles  of 
standard^auge  and  1,085  miles  of  narrow-gauge  railroad  in  Colo- 
rado, Utah,  and  New  Mexico.  It  is,  strictly  speaking,  a  mountain 
railroad. 

The  main  Une,  standard  gauge,  from  Denver,  Colo.,  to*Ogden, 
Utah,  is  778  miles.  In  accomplishing  this  it  crosses  three  mountain 
ranges,  two  over  7,000  feet  and  one  over  10,000  feet  above  sea  level, 
involving  grades  of  2,  3,  and  4  per  cent.  The  narrow-gauge  line, 
forming  a  part  of  a  second  main  line,  crosses  a  range  at  an  altitude 
approximately  11,000  feet.  The  country  traversed  by  the  remainder 
of  the  system  is  of  the  same  character  and  makes  the  operation  of  a 
railway  equally  difficult. 

To  illustrate  the  character  of  these  grades: 

The  altitude  of  Denver  is  5,279  feet;  the  altitude  of  Palmer  Lake, 
62  miles  away  on  the  main  line,  Ls  7,224  feet,  an  ascent  of  nearly  2,000 
feet  in  52  miles. 
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The  altitude  of  Pueblo  is  4,668  feet;  Salida  is  7,038  feet;  a  differ- 
ence of  2,370  feet  in  a  distance  of  90  miles. 

Between  Salida  and  Tennessee  Pass,  the  altitude  of  the  latter  being 
10,240  feet,  the  distance  66  miles,  the  railroad  ascends  3,202  feet. 

Green  River  has  an  altitude  of  4,080  feet  and  Soldiers'  Summit 
7,154  feet,  or  3,374  feet  difference  in  a  distance  of  96  miles. 

Coming  east  from  Salt  Lake  City  we  have  from  Thistle  Junction  to 
Soldiers  Summit  a  climb  ot  2,421  feet  in  25  miles. 

From  Grand  Junction  to  Tennessee  Pass  the  distance  is  169  miles 
and  the  difference  in  altitude  5,667  feet. 

The  altitude  of  Pueblo  is  4,668  feet  and  Palmer  Lake,  68  miles  dis- 
tant, 7,224  feet,  showing  an  elevation  of  2,556  feet  in  the  68  miles. 

Salida  to  Marshall  Pass,  the  elevation  of  the  latter  being  10,856 
feet,  it  must  overcome  3,818  feet  in  26  miles. 

It  must  be  apparent  to  everjrone  that  a  rate  which  would  be  remu- 
nerative to  a  railroad  operating  in  a  comparatively  level  country  where 
the  grades  are  easy  and  one  engine  draws  from  twelve  to  fifteen  pas- 
senger coaches  would  not  yield  operating  expenses  to  a  mountain  rail- 
road such  as  the  Denver  and  Rio  Grande,  wmch  with  the  same  power 
can  haul  only  five,  or  at  the  most  six,  coaches  over  these  mountain 
ranges  where  the  addition  of  another  coach  requires  an  extra  engine. 

It  is  almost  of  daily  occurrence  during  the  tourist  season  for  some 
one  of  its  eastern  connections  to  deliver  to  the  Denver  and  Rio  Grande 
road  a  train  of  as  many  as  10  or  11  coaches,  which  its  connection 
has  drawn  into  Denver  with  one  engine  and  one  crew.  It 
devolves  upon  the  Denver  and  Rio  Grande  to  furnish  two  engines 
and  two  crews,  with  the  attendant  additional  expjense,  to  handle  the 
same  number  of  coaclies  which  have  been  drawn  into  Denver  by  one 
engine  and  one  crew  by  its  connection. 

In  order  to  give  some  idea  of  the  sparsely-settled  condition  ot 
Colorado  and  Utah,  it  is  only  necessary  to  make  the  following  com- 
parisons: 

The  area  of  Colorado  is  103,925  square  miles.  The  population  of 
Colorado  is  not  quite  600,000;  less  than  500,000  in  the  territory 
tributary  to  the  Denver  and  Rio  Grande  road;  this  is  about  one- 
sevenththe  population  of  New  York  City,  one-fifth  that  of  Cliicago, 
and  scarcely  one-half  that  of  St.  Louis.  Manv  of  the  large  cities  of 
the  East  have  a  population  much  in  excess  of  the  total  from  which 
the  Denver  and  Rio  Grande  draws  in  Colorado. 

The  population  of  Utah  is  less  than  300,000;  area,  82,000  square 
miles,  almost  twice  as  large  as  New  York  State,  so  in  Utah  these 
comparisons  apply  with  even  greater  force  than  in  Colorado. 

The  distance  between  the  principal  commercial  centers  of  Colorado 
and  those  of  Utah  is  much  greater  via  the  Denver  and  Rio  Grande 
than  via  its  principal  competitor.  For  example,  the  distance  from 
Denver  to  Ogden  via  the  Denver  and  Rio  Grande  is  778  miles;  via 
the  Union  Pacific,  591  miles,  a  difference  of  187  miles.  This  is  the 
avenue  of  much  the  largest  volume  of  the  Denver  and  Rio  Grande's 
mterstate  travel.  The  enactment  of  this  law  would  affect  seriously 
the  revenue  of  the  Denver  and  Rio  Grande  Railroad;  it  would  hd 
forced  either  to  accept  a  much  lower  rate  than  that  named  in  the  bill 
in  order  to  meet  the  rate  established  by  the  bill  for  the  short  line  or 
retire  from  participation  in  the  through  business.  The  tormer  would 
certainly  be  disastrous,  and  the  latter  would  be  practically  impos- 
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siUe,  owing  to  the  fact  of  its  having  participated  in  that  business 
more  than  twenty  years,  and  by  reason  of  its  scenic  attractions  has 
been  able  to  cany  more  than  50  per  cent  of  that  business. 

To  give  some  idea  of  the  reductions  that  would  be  imposed  upon 
this  company  by  the  enactment  of  this  law,  attention  is  called  to  the 
present  rate  from  Denver,  Colorado  Springs,  and  Pueblo,  Colo.,  to 
Salt  Lake  City  and  Ogden,  Utah,  namely,  $17.75;  this  is  based  on 
3  cents  per  nule,  Union  Pacific  Railroad  short  line  mileage  between 
Denver  and  Ogden.  In  order  to  meet  conmaercial  conditions  all  the 
Colorado  cities  named  are  grouped  on  the  one  hand,  and  the  Utah 
cities  are  grouped  on  the  other.  The  application  of  the  rate  named 
in  the  bill  would  establish  via  the  short  ime  a  through  rate  of  $11.84 
between  Denver  and  Ogden,  being  a  reduction  of  $5.91.  The  Denver 
and  Rio  Grande,  with  its  greater  mileage,  to  meet  the  new  rate  would 
earn  only  1^  cents  per  mile.  This  new  rate  would  necessarily  pull 
down  a  large  number  of  the  rates  at  local  intermediate  stations. 

It  would  be  practically  impossible  to  confine  the  application  of  the 
rate  named  in  the  bill  to  interstate  travel;  of  necessity  it  must  extend 
to  local  travel,  as  many  intermediate  points  on  the  long  line  are 
affected  by  the  through  rates  made  to  meet  short-line  competition. 

On  accoimt  of  the  physical  condition  of  the  territory  covered  by 
the  Denver  and  Rio  Grande  Railroad,  its  local  rates  are  3, 4,  and  5  cents 
per  mile,  according  to  the  character  of  the  country  traversed. 

I  might  say,  in  that  connection,  that  part  of  the  territory  carried  a 
6-cent  rate  until  last  November,  when  it  was  voluntarily  reduced  to 
5  cents. 

It  has  been  found  by  experience  that  these  rates  are  necessary  to 
make  the  operation  of  passenger  trams  at  all  remunerative,  and  still 
in  some  instances  they  do  not  more  than  meet  the  cost  of  operation; 
all  are  based  on  the  physical  conditions  and  the  volume  of  traffic 
peculiar  to  the  particular  locality  in  which  they  are  applied. 

Its  1,000-mile  book  rate  is  $30.  This  is  the  "net  rate,  no  refund  of 
any  kind  whatever  being  made. 

The  sale  of  imlimited  transferable  mileage  books,  unrestricted  as  to 
trains,  at  the  rate  of  2  cents  per  mile,  presumably  for  interstate  travel, 
would  defeat  all  effort  to  maintain  a  higher  rate  locallv  within  any 
State.  To  illustrate :  The  main  line  of  the  Denver  and  Rio  Grande 
Railroad,  Denver  to  Ogden,  is  divided  into  three  divisions,  necessitat- 
ing a  change  ot  conductors  and  crews  at  each  division  point.  If  a  pas- 
senger desired  to  make  a  State  trip  from  Denver  to  Salida  and  avail 
himself  of  the  advantage  of  the  2  cent  interstate  rate  established  by 
the  law  it  would  only  be  necessary  for  him  to  tell  the  conductor  he  was 
going  to  Green  River,  Utah,  and  the  conductor  would  detach  mileage 
only  to  the  end  of  his  division,  Salida.  The  passenger  would  leave  the 
tram  at  that  point,  having  paid  for  a  State  ride  omy  $4.34,  being  the 
value  of  the  mileage  detached,  the  rate  for  which  is  $6,  causing  a  loss 
to  the  railroad  of  $1.66.  This  would  apply  equally  well  to  Grand 
Junction,  the  end  of  the  run  of  the  second  conductor,  where  the  rate  is 
$14  and  the  distance  450  miles,  onlv  $9  worth  of  mileage  being  detached 
by  the  conductors,  a  loss  of  $5  to  the  railroad  company.  If  he  wished 
to  return  from  Salida  to  Denver  it  would  only  be  necessary  for  him,  in 
order  to  avail  himself  of  the  use  of  his  interstate  mileage,  to  tell  the 
conductor  he  was  going  to  some  nearby  point  in  Wyoming  or  Nebraska, 
again  requiring  the  Denver  and  Rio  Grande  Railroad  to  accept  a  2  cent 
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interstate  mileage  rate  for  a  strictly  State  trip.  There  are  a  ^eat 
many  cases  of  this  kind;  in  fact,  the  whole  local  business  intermediate 
with  two  interstate  points  is  jeopardized. 

It  can  readily  be  seen  if  the  short  line  rate  is  arbitrarily  established 
upon  a  2  cent  basis  and  the  circuitous  route  participates  in  that  traffic, 
it  must  do  so  at  a  still  lower  rate  per  mile  ana  a  great  shrinkage  of  earn- 
ings. To  retire  from  the  traffic  at  the  same  rate  it  necesseSily  closes 
its  line  to  a  large  traveling  public,  which  is  deprived  of  the  cnoice  of 
routes  and  many  valuable  pnvileges,  while  the  longer  route  may  be  the 
preferable  one,  because  of  its  attractions,  scenic  and  otherwise.  If  the 
circuitous  route  is  selected  it  must  be  at  a  greater  cost  to  the  public. 
From  this  it  can  be  seen  that  by  the  application  of  the  rate  named  in 
the  bill  competition  will  be  largely  elimmated. 

In  the  sprmg  and  fall  especially  low  rates  are  made  from  the  heavily- 
populated  districts  to  points  in  and  west  of  the  Rocky  Moimtains  with 
the  idea  of  accommodating  a  large  class  of  people  who  wish  to  change 
location  and  better  conmtions.  This  travel  is  handled  on  what  is 
called  a  "colonist  rate,"  and  the  Denver  and  Rio  Grande  Railroad 
alone  handles  from  50,000  to  60,000  of  these  passengers  annually.  In 
this  way  the  railroads  have  been  a  great  factor  in  the  development  of 
the  West. 

It  is  also  the  practice  of  western  roads,  during  the  vacation  season, 
July  to  October,  to  make  very  low  excursion  rates  to  encourage  tourist 
and  pleasure  travel  and  to  educate  the  people  to  travel  at  a  time  when 
it  is  most  auspicious  to  handle  the  busmess  in  large  volume  and  suffi- 
ciently large  to  justify  a  reduction  in  the  rate. 

Carriers  are  enabled  to  do  this  at  these  seasons  of  the  year,  when  all 
conditions  are  favorable  to  the  handling  of  a  large  traffic,  and  further, 
for  the  reason  they  can  throw  aroimd  it  safeguards  to  fully  protect 
their  interests  in  every  respect. 

Such  a  large  volume  of  traffic  can  not  be  handled  at  other  seasons  of 
the  year,  and  while  it  is  handled  at  a  very  low  rate  the  carrier  expects 
to  recoup  through  its  general  business  during  the  entire  year;  but  if  a 
\miform  interchangeable  rate  of  2  cents  per  mile  is  established  and 
becomes  an  all  around  year  rate,  being  the  maximum  rate  for  all 
classes  of  travel,  the  earners  can  not  afford  to  make  these  reductions. 

It  can  be  seen  that  special  rates  are  made  by  the  carriers  to  serve 
some  useful  purpose  in  response  to  public  demand.  They  may  be 
made  less  than  2  cents  per  mile,  and  frequently  are,  but  they  are 
measured  by  the  needs  of  the  situation  and  are  not  an  arbitrary 
measure. 

The  ticket  imposed  by  the  bill  is  transferable  and  unlimited,  and 
unrestricted  as  to  trains,  and  the  carrier  is  wholly  improtected.  It  is 
redeemable  if  presented  by  any  person  at  any  station  in  the  United 
States,  no  identification  of  the  person  or  the  ticket  being  required. 
It  may  have  been  stolen  or  obtamed  in  some  fraudulent  maimer,  but 
by  the  terms  of  this  bill  the  carrier  is  absolutely  without  protection. 
The  injustice  of  this  must  be  apparent  to  everyone.  Under  the 
present  rules  of  the  carriers  all  reduced-rate  interstate  tickets  are 
required  to  be  signed  by  the  purchaser  and  are  redeemable  only  at  the 
office  of  the  general  passenger  agent  of  the  issuing  carrier  when  in  the 
hands  of  the  original  purchaser.  This  bill  provides  that  these  1,000- 
mile  tickets  shall  be  redeemed  at  their  full  face  value  on  presentation 
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by  bearer  at  any  ticket  office  of  any  railroad  engaged  in  interstate 
commerce. 

At  the  smaUer  stations  on  raiboads  the  facilities  are  generally 
inadequate  to  properly  take  care  of  a  supply  of  valuable  tickets.  The 
minimum  mileage  ticket  issued  under  the  proposed  law  would  be 
▼alued  at  $20,  a  number  of  which  would  have  to  be  kept  on  hand  at 
every  station,  which  would  entail  a  hardship  and  a  risk  upon  the  com- 
panies. The  railroads  would  be  subjected  to  still  ^eater  risk  by  being 
compelled  to  keep  thjeir  small  stations  supplied  with  sufficient  money 
to  redeem  the  tickets  which  might  be  presented.  The  railroad  com- 
pany would  be  without  protection  against  fraudulently'  obtained 
genuine  tickets  of  other  railroads,  and  it  would  also  be  without  pro- 
tection against  forced  or  fraudulently  issued  tickets  purporting  to 
come  from  other  railroads. 

Agents,  unUke  conductors,  are  not  in  the  habit  of  handling  tickets 
of  other  railroads'  issue,  and  therefore  would  be  entirely  incompetent 
to  judge  of  the  genuineness  of  the  tickets  of  other  railroads  presented 
for  redemption. 

A  railroad  would  be  compelled  to  honor  the  tickets  of  another  rail- 
road without  reference  to  tne  responsibility  of  the  latter,  and  would 
also  be  compelled  to  refund  the  value  of  a  ticket  even  though  issued 
by  an  irresponsible  railroad. 

These  tickets  would  be  good  in  the  hands  of  all  persons  forever 
without  identification  and  would  operate  as  a  sight  draft  on  all  other 
railroads  in  the  United-  States.  They  could  be  used  by  railroads  in 
distress  to  supply  themselves  with  ready  cash  by  flooding  the  country 
with  their  issue  of  tickets. 

The  right  of  the  United  States  Government  to  compel  one  carrier  to 
honor  for  passage  another  carrier's  tickets  of  any  kind  or  nature  is 
questioned,  and  it  certainly  has  less  right  to  compel  one  carrier  to 
ledeem  the  tickets  of  another  carrier.  These  matters  should  be  left 
to  be  settled  by  each  carrier  depending  upon  its  knowledge  of  the 
reeponsibility  of  the  carrier  issuing  the  ticket. 

This  law,  if  passed,  will  give  great  impetus  to  the  ticket-scalpiujg 
business  throughout,  the  coimtry,  the  eviis  of  which  can  not  be  esti- 
mated. Any  small  and  irresponsible  railroad  could  issue  an  unlimited 
number  of  such  mileage  books  and  distribute  them  for  sale  in  every 
dty  of  the  United  States. 

A  few  years  ago  a  small  railroad  in  the  Southwest  on  the  verge  of 
bankruptcy  issued  a  number  of  interhne  tickets,  supposedly  through 
brokers  at  a  reduced  price;  no  report  was  made  of  their  sales.  By  tne 
time  the  distant  railroads  had  presented  their  coupons  for  payment 
the  issuing  road  had  gone  into  bankruptcy  and  its  obligation  was 
repudiated. 

All  coupon  tickets  sold  to-day  by  one  carrier  over  another  carrier's 
line  are  reported  to  that  carrier  and  settlement  is  made  on  the  report 
of  sales  made  by  the  issuing  carrier,  so  if  the  coupon  of  the  connecting 
line  should  be  lost  or  destroyed  by  the  collecting  carrier  it  is  still 
reimbursed,  as  the  settlement  is  made  from  the  report;  but  the  ticket 
provided  for  by  the  bill  can  not  be  reported  and  settlement  must  be 
made  upon  the  coupons  collected.  In  this  case  for  its  compensation 
the  carrier  must  depend  altogether  upon  its  conductors  and  clerks  to 
handle  and  make  proper  return  to  the  railroad  company's  auditor  of 
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the  mileage  coupons  collected.     If  the  mileage  coupons  are  lost  the 
carrier  has  no  recourse  on  the  issuing  company. 

Settlement  between  the  carriers  on  mileage  coupons  collected  could 
only  be  made  through  a  clearing  house.  It  is  impossible  to  estimate 
the  expense  to  which  the  carriers  would  be  put  to  maintain  a  clearing 
house  for  that  purpose.  Some  idea  can  be  conveyed  when  we  state 
there  is  in  exist ance  at  the  present  time  what  is  called  ''The  Trans- 
continental Scrip  Bureau/'  of  which  ten  railroads  are  members.  It 
operates  in  the  territory  west  of  Colorado  and  New  Mexico.  It  is  a 
very  small  affair  as  compared  with  what  a  national  bureau  of  this  kind 
would  be ;  still  it  employs  thirty  men  in  order  to  clear  the  tickets  of 
those  ten  roads. 

In  closing,  to  recapitulate: 

First.  The  bill  undertakes  to  impose  a  uniform  rate  upon  carriers 
operating  under  dissimilar  conditions. 

Secona.  It  will  have  the  effect  of  concentrating  the  travel  upon 
short  lines  as  against  longer  or  more  circuitous  routes  possessing  attrac- 
tions warranting  their  selection  by  the  public. 

Third.  It  deprives  the  traveling  public  of  the  choice  of  routes  except 
at  a  ^ater  cost  and  in  that  way  imposes  a  hardship  upon  the  class  of 
travel  that  desires  a  choice  of  routes. 

Fourth.  It  will  have  the  effect  of  eliminating  special  rates  made  by 
the  carriers  at  certain  seasons  of  the  year  for  colonization  and  vacation. 

Fifth.  It  will  have  the  effect  of  establishing  a  much  lower  rate  than 
two  cents  per  mile  for  interstate  travel  on  the  longer  or  circuitous 
routes. 

Sixth.  It  can  not  be  confined  to  interstate  traffic  and  will  defeat  all 
effort  to  maintain  a  higher  rate  in  a  State  where  natural  conditions 
necessitate  a  higher  rate. 

Seventh.  It  affords  insolvent  carriers  or  carriers  in  distress  the 
means  through  which  to  raise  through  ticket  brokers  and  other  agen- 
cies large  sums  of  money  for  their  immediate  wants  with  loss  to  the 
carrier  transporting  the  holders  of  such  tickets. 

Eighth.  It  will  build  up  the  ticket-brokerage  business  throughout 
the  country. 

Ninth.  It  iniposes  upon  the  carrier  a  ticket  which  is  a  sight  draft, 
without  identification,  upon  all  carriers.  A  draft  of  this  character  is 
certainly  contrary  to  good  business  methods. 

Tenth.  It  compels  one  carrier  to  honor  and  redeem  another  carrier's 
tickets  without  regard  to  the  responsibility  of  the  issuing  carrier. 

Eleventh.  As  the  sale  of  these  tickets  can  not  be  reported  by  the 
issuing  carrier  to  the  collecting  carrier  it  forces  the  carrying  railroad 
to  depend  wholly  upon  the  collection  of  the  mileage  coupons  for  its 
compensation. 

Twelfth.  It  will  require  the  maintenance  of  a  large  and  very  expen- 
sive  bureau  to  clear  tne  mileage  coupons  collected. 
ij—  Gentlemen,  that  is  our  view  of  the  bill. 
//    Mr.  Mann.  You  are  not  in  favor  of  the  legislation,  I  judge. 
/  ^    Mr.  Johnson.  Not  exactly. 

(]  The  Chairman.  Is  there  any  gentleman  who  desires  to  question 
.  Mr.  Johnson?  If  not,  we  will  ask  Mr.  Sebastian  to  address  the 
^>comniittee  next. 
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[Papers  filed  by  Mr.  J.  M.  Johnson.] 

H.  R.  fX)l63. — A  hill  providir^for  the  issuance  of  mileage  tickets  by  railroads  engaged  in 

interstate  traffic. 

ARGUMENT  OF  THE  ST.  LOUIS  SOUTHWESTERN  RAILWAY  IN  OPPOSITION 

THERETO. 

It  \b  impoBsible  to  give  any  exact  figures  as  to  what  effect  the  passage  of  this  bill 
would  have  on  either  tne  gross  passenger  earnings  or  the  earnings  per  passenger  per 
mile  of  the  St.  Louis  Southwestern  Railway.  The  bill  would  necessitate  our  ms^ing 
radical  reductions  in  our  rates. 

Our  passenger  earnings  per  mile  of  road  and  per  passenger  per  mile  for  the  fiscal 
years  ending  June  30,  1902,  1903,  1904,  1905,  and  1906,  are  as  follows: 


Per  mile   \^^^^ 


W02 11,055.00  ,  10.0236 

VXa I  1,036.00  .0244 

MM !  1,131.00  '  .0244 

1805 1  1,256.00  .0214 

1806 1  1,180.00  ;  .0238 

During  this  period  the  maximum  rate  per  mile  in  the  States  of  Missouri  and  Arkansas 
has  been  3  cents;  in  the  States  of  Texas  and  liouisiana  the  maximum  ticket  rate  per 
mile  has  been  3  cents,  and  the  train  rate — that  is,  the  cash-fare  rate  collected  on 
tiains — ^has  been  4  cents  per  mile. 

There  are  few  commercial  centers  located  on  our  rails,  and  the  rates  between  such 
commercial  centers  being  based  on  mileage  and  not  agreed  rates,  as  is  the  case  between 
some  of  the  larger  commercial  centers,  such  as  Chicago  and  Kansas  City  and  between 
St.  Louis  and  Kansas  City,  the  earnings  per  mile  per  passenger,  as  shown  in  the  above 
statement,  would  fairly  represent  our  earnings  between  our  commercial  renters,  as 
well  as  on  all  other  business. 

As  stated,  it  is  impossible  to  furnish  actual  figures  as  to  the  effect  this  bill  would 
have  on  our  earnings,  as  our  intrastate  business  is  so  closely  interwoven  with  our  inter- 
state that  the  reduction  of  the  interstate  rate  to  2  cents  per  mile  would  practically 
reduce  all  of  our  intrastate  rates  to  the  same  basis. 

The  average  earnings  per  passenger  per  mile  for  the  past  five  years,  with  a  general 
rate  basis  of  3  cents  per  mile  in  effect,  has  been  0.0235  cents.  Assuming  that  the  same 
ratio  would  continue  under  the  2-cent  basis,  our  earnings  per  passenger  per  mile  would 
be  0.0155.  By  eliminating  excursion  rates  this  might  be  raised  somewhat,  but  for 
various  reasons,  under  a  2-cent  rate  basis,  our  earnings  could  not  exceed  0.0175  cents 
per  passenger  per  mile. 

It  is  manifestlv  unjust  to  require  lines  in  the  sparsely  settled  West  to  accept  the 
same  rate  per  mile  as  the  lines  in  the  closely  settled  sections  of  the  East,  or  to  require 
that  the  rate  per  mile  between  two  large  commercial  centers,  between  which  thousands 
of  passengers  are  handled  monthly,  and  very  economically  on  account  of  the  volume, 
shall  be  the  same  as  between  two  way  stations  between  which  few  travel.  The  density 
of  travel  should  be  taken  into  consideration,  and  the  se(!tion  in  which  passenger  earn- 
ings per  mile  of  road  is  approximately  $1,000  per  annum  should  not  be  required  to 
make  the  same  rate  per  mile  per  passenger  as  maintains  in  a  section  enjoying  passenger 
traffic  of  five  or  six  times  that  amount. 

It  would  be  extremely  difficult,  if  not  impossible,  to  eciualizc  mileage  via  the  various 
routes.  For  instance,  between  New  York  and  San  Francisco  there  are  dozens  of  routes 
over  which  passengers  now  travel  at  equal  rates,  varying  grc^atly  in  mileage.  For 
example: 

Miles. 

Via  Chicago,  Omaha,  and  Ogden 3, 284 

Via  St.  Louis,  Kansas  City,  and  Ogden 3,403 

Via  New  Orleans  and  El  Paso 3,827 

Via  Chicago,  St.  Paul,  and  Portland 4, 013 

Under  present  conditions,  the  i-ates  via  all  these  routes  being  equal,  each  of  them 
enjoy  a  snare  of  the  business,  the  proportion  being  largely  due  to  train  service,  time, 
scenic  attractions  and  other  considerations,  the  mileage  being  no  consideration. 

As  noted  above,  there  is  a  difference  of  over  700  miles  in  these  various  distances,  which 
unless  some  arrangement  could  be  made  to  equalize — which  is  apparently  impossible — 
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would  Rive  the  short  line  an  advantage  of  approximately  $14,  enabling  it  to  secure  all 
of  the  Business  at  the  expense  of  the  other  lines,  which  perhaps  offer  the  passenger 
equal  or  superior  service. 

An  unlimited  ticket,  good  for  endless  time,  is  extremely  undesirable  for  many 
reaaons,  among  which  sire:  Change  of  ownership  of  the  issuing  road,  abandonment  of 
short  railroads,  difficulty  of  closing  out  the  mileage  account. 

All  States,  by  their  statutes  of  limitations,  recc^nize  the  desirability  of  limiting  the 
life  of  all  transactions.  The  District  of  Columbia  does  the  samie,  and  it  seems  that 
Congress  is  firmer  in  this  belief  than  the  legislatures  of  the  various  States,  as  the  time 
limits  placed  on  the  life  of  judgments,  notes,  and  open  accounts  in  the  District  of 
Columbia  is  shorter  than  the  limits  in  any  of  the  States,  with  one  or  two  exceptions. 

The  tickets  being  sold  without  limit  would  be  a  great  aid  to  counterfeiters,  as  by 
counterfeiting  the  mileage  of  roads  that  had  changed  hands,  or  been  abandoned,  it 
would  enable  them  to  work  for  a  considerable  period  without  discovery. 

The  bill  provides  that  the  tickets  shall  be  redeemed  upon  presentation  at  any  ticket 
office  of  any  railroad  at  their  face  value.  This  provision  would  force  the  railroads  to 
do  a  banking  business,  without  any  of  the  restrictions  or  safeguards  afforded  banks. 
The  Government  might,  with  equal  justice,  require  any  national  bank  in  the  United 
States  to  cash  a  check  drawn  on  any  other  national  bank. 

It  would  result  in  these  tickets  being  dealt  in  to  an  enormous  extent,  and  would 
reauire  all  railroads  to  keep  in  the  hands  of  their  agents  a  laige  sum  of  money  for  their 
redemption.  It  would  make  a  ticket  office  a  "fence"  for  stolen  tickets.  We  would 
have  no  protection  in  the  event  of  our  making  refunds  on  counterfeit  tickets. 

Under  the  provisions  of  this  bill,  these  tickets  would  have  to  be  accepted  on  all  trains, 
including  the  excess  fare  train  composed  entirely  of  Pullmans,  which  would  result  in 
the  abandonment  of  many  desirable  trains  throughout  the  country.  The  bill  appar- 
ently would  require  us  to  stop  any  train  at  any  way  station  or  road  crossing  to  which 
an  interstate  passenger  might  desire  to  go.    This  would  put  an  end  to  all  fast  trains. 

The  mileage  ticket  would  be  very  susceptible  to  counterfeiting,  and  sharpers  and 
counterfeiters  could  flood  the  country  witn  mileage  before  being  discovered,  there 
being  no  protection  whatever  afforded  in  this  respect. 

To  handle  the  accounts  and  settlements  in  connection  with  mileage  of  this  character 
would  necessitate  initiating  a  clearing  house,  employing  an  army  of  clerks,  which 
would  be  a  very  expensive  proposition. 

We  would  be  obliged  to  honor  or  redeem  all  tickets  presented,  regardless  of  the  finan- 
ciid  standing  of  the  road  by  whom  issued.  A  small,  irreroonsible  road  could  flood  the 
market  with  tickets  of  their  issue,  and  obtain  hundreds  of  thousands  of  dollars  in  cash, 
account  of  which  they  might  not  settle  with  other  lines  for  months;  or,  in  some  cases, 
^e  outstanding  mileage  of  one  of  these  small  roads  might  amount  to  more  than  the 
value  of  the  road,  and  in  the  event  of  such  line  going  into  bankruptcy,  the  lines  hon- 
oring or  redeeming  its  mileage  would  be  subjected  to  great  loss. 

Saint  Louis  Southwestern  Railway  Company, 
By  F.  H.  BRrrroN, 

Vice-President  and  General  Manager, 


ARGUMENT  OF  THE  TEXAS  AND   PACIFIC  RAILWAY  COMPANY  IN  OPPOSITION 

THERETO. 

It  occurs  to  me  that  a  general  law  of  the  character  and  kind  contemplated  by  this  bill, 
to  be  operative  alike  on  all  roads,  would  at  this  time  be  very  unjust  and  inequitable,  ana 
work  a  hardship  upon  roads  situated  as  are  Texas  roads,  m  a  countrv  where  the  main 
railroad  thoroughfares  were  constructed  when  the  country  was  sparsely  settled  and  the 
cost  of  construction  very  heavy^  and  the  roads  operated  for  many  years  at  a  sreat  loss, 
all  of  which  has  caused  such  lines  to  be  burdened  with  unusually  heavy  debt.  To 
express  it  briefly,  the  same  rule  that  would  apply  to  the  older  States,  where  passenger 
traffic  is  heavy,  could  not,  with  justice,  be  applied  to  the  Texas  lines  or  other  lines 
alike  situated. 

While  the  rate  for  adult  passengers  in  the  States  through  which  the  Texas  and 
Pacific  runs  is  3  cents  per  mile,  our  average  earnings  for  adult  passengers  is  about  2J 
cents  per  mile,  including  excursions  and  all  reduced-rate  tickets. 

The  difference  in  passenger  earnings  to  the  Texas  and  Pacific  Railway  under  the 
proposed  bill  would  be  difficult  to  estimate.  I  think  we  are  safe  in  saying  it  would 
entail  upon  us  a  loss  of  at  least  10  per  cent  of  our  local  passenger  earnings.  On  our 
through  traffic  we  do  not  esirn  much  in  excess  of  2  cents,  out  our  local  rate  is  3  cents. 
So  that  would  be  very  seriously  affected. 

The  total  local  passenger  earnings  for  the  year  1905  were  only  $1,881,982.37.  The 
local  earnings  for  the  past  five  years  have  been  2.53  cents  per  mile. 
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Thk  company  has  none  of  the  advantages  that  arc  to  be  found  in  the  older  States  by 
way  of  having  commercial  centers,  where  the  freauent  travel  between  the  cities  has 
justified  the  roads  in  putting  in  a  lower  rate  than  tne  regular  tariff.  In  fact,  there  are 
only  two  cities  in  Texas,  on  this  line,  where  there  are  any  reduced  rates  offered,  and 
these  are  Dallas  and  Fort  Worth.  Here  a  rate  of  1  cent  per  mile,  in  mileage  books,  is 
offered  to  the  public,  but  this  is  done  in  order  to  meet  competition  of  an  interurban  line, 
the  distance  between  the  two  cities  being  only  32  miles.  This  is  practically  suburban 
buaineBB. 

It  appears  to  me  that  the  rule  is  one  inapplicable  and  ineouitable  for  the  reason 
that  it  is  to  apply  to  all  lines  doing  an  interstate  business,  ana  all  lines  affected  are 
not  on  a  parity,  as  many  of  them  are  situated  in  and  run  through  thickly-settled  com- 
munities, where  the  expense  of  operating  is  less  and  the  revenues  are  more;  but  sit- 
uated as  is  this  line,  in  a  sparsely-settled  country,  and  being  burdened  with  a  heavy 
debt,  it  ifl  compelled  to  earn  more  money  in  order  to  meet  uie  interest  on  that  debt. 
This,  too,  at  a  time  when  the  country  through  which  it  runs  is  in  its  infancy  in  the 
matter  of  development,  and  better  facilities  are  from  year  to  v ear  beine  demanded, 
and  the  money  for  furnishing  such  facilities  must  be  maide  wholly  out  of  the  earnings. 
As  an  example:  The  early  Texas  roads  were  built  at  a  time  when  there  was  but  little 
freight  and  fewer  passengers  to  be  carried.  They  were  pioneers  in  the  country,  and 
were  constructed  when  there  was  no  expectation  of  early  profit,  but  development 
alone  could  bring  returns  to  the  investor.  They  have  been  maintained  at  heavy  ex- 
pense for  many  years,  and  have  sustained  correspondingly  heavy  losses.  These  facts 
being  known  to  investors,  it  necessarily  requirea  them  to  dispose  of  securities  at  less 
than  their  face  value  and  has  encumbered  these  roads  witn  a  large  indebtedness 
upon  which  investors  are  now  hoping,  after  many  years,  to  obtain  at  least  a  smsdl 
interest.  For  a  quarter  of  a  century  there  was  heavy  loss  in  operation  of  the  Texas 
and  Pacific  Railway  and  maintaining  the  same.  The  time  has  now  arrived  when  the 
population  is  increasing,  and  the  public  are  demanding  better  facilities,  so  that  in 
the  interest  of  the  property,  as  well  as  to  meet  the  public  demands,  betterments  must 
be  made,  new  and  better  eauipment  must  be  had,  and  all  of  these  requirements  must 
be  had  out  of  the  earnings  of  the  road.  Ud  to  this  time  the  Texas  and  Pacific  Railway 
has  never  been  able  to  pay  any  dividend  upon  its  stock. 

There  is  another  objection  to  this  bill  wnen  it  is  undertaken  to  apply  it  to  Texas 
roads.  The  country  is  being  rapidly  settled  up  and  busineas  is  •  increasing,  better 
equipment  and  better  roadbed  is  demanded  and  required.  The  money  for  this,  as 
herembefore  stated,  must  come  from  the  earnings,  as  under  the  laws  of  Texas  this 
company  is  without  right,  power,  or  authority  to  increase  its  bonded  debt  or  its  capital 
stock  for  the  purpose  of  making  betterments  or  improvements  to  its  property,  so  in 
order  to  provide  necessary  funds  for  improving  its  property,  as  required  by  surround- 
ing conditions  and  the  advancement  and  progress  of  tne  State,  and  in  the  interest  of 
the  property  and  the  people,  it  is  necessary  tnat  its  earnings  should  not  be  reduced, 
and  at  this  time  we  could  not  do  justice  to  the  property  or  the  public  if  the  rate  was 
reduced. 

It  should  therefore  be  obvious  to  a  fair-minded  le^lative  body  that  such  a  reduc- 
tion of  paaseneer  revenue  would  be  an  injury  to  the  interests  rather  than  a  benefit  to 
those  whom  they  seek  to  aid.  We  in  Texas  are  not  in  position  as  yet  to  be  classed 
with  lines  of  roads  in  the  older  States  of  much  denser  population,  so  for  these  reasons 
it  must  be  very  obvious  to  all  thinking  men  that  an  act  of  the  kind  contemplated 
would  be  inequitable  and  unjust  to  lines  situated  like  ours. 

Texas  and  Pacific  Railway  Company, 
By  L.  S.  Thornb, 

Vice-President  and  General  Manager, 

STATEMENT  OF  MB.  JOHN    SEBASTIAN,  TBAFFIO  MANAGEB  OF 
THE  BOCK  ISLAND  BAILBOAD. 

Mr.  Sebastian.  Congressman  Mann  asked  a  question  this  morning 
in  regard  to  the  roimd-trip  rate  from  Chicago,  $110  from  Chicago.  I 
only  want  to  call  attention  to  the  fact  that  al>usiness  like  that  is  not  a 
profitable  business.  It  is  true  that  the  rate  gets  down  pretty  nearlj 
the  2-cent  basis,  but  the  only  reason  I  can  give  is  that  one  road  does  it 
and  the  others  nave  to.  But  there  is  a  good  deal  of  our  business  on 
which  we  do  not,  of  course,  begin  to  get  the  3-cent  rate.  We  make 
rates  into  Texas  from  our  section  of  the  country,  from  Chicago,  for 
instance,  at  a  round  trip  very  much  lower  than  the  one-way  rate.     We 
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do  it  for  development  purposes.  When  it  comes  to  development 
work  we  do  not  consider  the  passenger  rates,  and  it  is  for  the  niture 
development  of  our  property  that  we  give  these  low  rates,  to  build  up 
that  section  of  the  country. 

The  only  other  point  I  want  to  bring  up,  Mr.  Chairman,  is  that  I  laj 
a  good  deal  of  stress  on  the  fact  that  this  question,  it  seems  to  me,  is 
one  of  a  great  deal  of  importance.  It  is  one  which  is  quite  compK- 
cated,  in  a  way,  and  it  seems  to  me  a  fit  subject  for  thorough  consid- 
eration on  the  part  of  the  Interstate  Commerce  Commission,  the  tribunal 
which  you  have  established  for  the  purpose  of  considering  such  ques- 
tions.    I  believe  that  that  is  all  that  1  have  to  say. 

Mr.  Mann.  What  would  be  the  effect  in  the  State  of  Illinois,  say, 
on  the  Rock  Island  system,  of  the  reduction  of  the  rate  to  2  cents 
a  mile? 

Mr.  Sebastian.  The  effect  in  our  western  country,  it  seems  to  me, 
would  be  very  disastrous.  If  we  put  in  an  interstate  rate  as  between 
Western  States,  between  Illinois  and  the  State  of  Iowa  because  it  will 
spread  in  all  the  Western  States  out  there.  It  is  a  good  deal  different 
from  making  interstate  rates  on  long-haul  business,  like  a  rate  from 
New  York  to  San  Francisco.  Much  of  the  business  we  get  now  is  on 
the  2-cent  basis.  We  do  not  get  2  cents  on  an  Omaha  ticket,  for 
instance,  to  Chicago,  and  if  you  work  that  so  that  it  will  get  in  this 
sparsely-settled  country,  from  Kansas  into  Nebraska,  or  from  Illinois 
into  Iowa,  the  result  is  going  to  be  disastrous,  and  as  Mr.  Nicholson 
says,  I  can  not  figure  how  we  could  keep  out  local  legislation  on  the 
2-cent  basis.     That  is  sure  to  follow. 

Mr.  Mann.  Are  you  not  liable  to  have  local  legislation  in  lUinois 
and  Iowa  both  fixing  those  2-cent  fares? 

Mr.  Sebastian.  I  do  not  know.  The  question  is  up  there  in  these 
Western  States.  I  do  not  know  what  the  result  is  going  to  be.  I  can 
not  tell.     I  do  know  that  it  will  be  very  disastrous  to  us. 

Mr.  Mann.  Disastrous  in  those  States,  do  vou  mean,  or  disastrous 
over  the  road,  if  the  2-cent  fare  should  extend  over  the  entire  road  ? 

Mr.  Sebastian.  It  would  be  very  disastrous  to  our  company,  I 
think.  I  want  to  lay  particular  stress,  if  you  will  excuse  me,  on  this 
branch-line  service.  1  know  of  one  line  where  we  do  not  get  2  cents 
a  mile.  We  go  into  Exline,  Kans.,  where  there  are  4  roads.  We  do 
not  have  to  do  what  we  do  there,  but  we  do  it  because  we  want  to  help 
those  communities,  and  we  keep  up  the  service  to  as  high  a  grade  as 
possible  in  every  one  of  our  towns. 

Mr.  Stevens.  Suppose  some  of  those  States  should  enact  a  2-cent 
law,  and  some  of  the  other  States  through  which  you  run  would  not 
enact  a  2-cent  law,  would  you  give  any  different  service  according  to 
the  two  classes  of  rates  ? 

Mr.  Sebastian.  I  do  not  think  we  would  unless  we  were  forced  to 
do  it. 

Mr.  Stevens.  Then  the  principal  result  would  be  that  if  one  of 
these  States  passes  a  2-cent  rate  bill,  the  others  have  got  to  to  protect 
their  own  people,  have  they  not? 

Mr.  Sebastian.  I  suppose  it  is  a  natural  supposition  that  such  a 
thing  is  not  likely  to  follow.     I  do  not  know  what  they  will  do. 

Mr.  Stevens.  If  that  situation  exists  by  which  one  has  to  do  it  if 
the  others  do,  would  this  legislation  impose  an  additional  burden  on 
you? 
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Mr.  Sebastian.  You  mean  if  they  make  a  2-cent  rate? 

Mr.  Stevens.  If  the  States  of  Illinois  and  Iowa  and  Missouri, 
through  which  your  raih-oads  run,  pass  2-cent  bills  and  the  other 
States  none  and  the  other  States  then  receive  a  discrimination  against 
those  if  they  do  not  protect  themselves  by  passing  similar  legislation, 
they  will  pass  similar  legislation;  and  if  those  States  through  which 
your  lines  run  pass  such  legislation,  would  this  legislation  impose  any 
additional  burden?  It  would  not  make  any  difference  to  you, 
would  it? 

Mr.  Sebastian.  Possibly  not,  if  we  had  a  2-cent  rate  in  every  State 
which  we  traverse. 

iir.  Mann.  Take  the  case  of  a  State  which  does  not  affect  your  rate, 
Ohio,  that  passed  a  2-cent  rate.  The  papers  stated  that  thev  were 
going  to  contest  it,  but  after  it  was  passed  they  acquiesced  in  it. 
There  may  be  some  reason  why  Ohio  should  have  a  lower  rate  than 
Pennsylvania  or  Indiana  or  Illmois;  but  if  the  railroads  are  carrying 
passengers  at  a  loss  in  Ohio  at  2  cents,  but  make  it  up  on  the  passen- 
gers carried  in  Indiana  or  Illinois  or  Pennsylvania,  it  would  look  as 
though  that  was  hardly  fair  to  the  people  outside  of  Ohio. 

The  same  thing  would  be  true  in  your  portion  of  the  country  if  IIU- 
nois  put  the  2-cent  rate  into  effect,  for  instance. 

Mr.  Sebastian.  WeU,  of  course,  oiu*  arguments  all  get  down  to 
the  basis  of  the  country  that  can  not  stand  the  2-cent  basis. 

Mr.  EscH.  In  that  connection,  do  you  want  to  express  any  views  on 
the  question  asked  Mr.  Nicholson  as  to  whether  we  in  considering  the 
merits  of  this  bUl  would  have  a  ri^ht  to  consider  freight  earnings? 

Mr.  Sebastian.  I  quite  agree  with  Mr.  Nicholson  that  they  are  so 
widelv  different  that  it  would  be  pretty  hard  to  couple  those  things 
together,  although  I  do  not  know  anything  about  freight  business  and 
therefore  do  not  like  to  express  an  opinion. 

Mr.  Escii.  Very  well. 

Mr.  Sebastian.  I  do  not  know  anything  at  all  about  freight  busi- 
ness. 

Mr.  Russell.  Suppose  it  should  be  the  view  of  this  committee  that 
a  2-cent  rate  bill,  a  flat  rate,  would  be  unjust  all  over,  and  they  should 
wish  to  Kmit  its  operation  to  certain  roads,  do  you  know  any  good  way 
that  that  could  be  done  in  general  terms? 

Mr.  Sebastian.  I  hardly  know  how  you  would  work  that  out. 

Mr.  Russell.  Would  there  be  anything  improper  in  doing  it  by 
describing  certain  roads  that  have  a  gross  earning  capacity  above  a 
certain  figure  per  mile  ? 

Mr.  Sebastian.  I  should  say  it  would  be  rather  difficult  to  figure 
out. 

Mr.  Mann.  You  are  familiar  with  the  law  of  IlHnois  on  that  subject, 
I  presume — I  do  not  know  whether  you  ever  had  your  attention 
attracted  to  it — where  railroads  are  divided  into  different  classes  in 
accordance  with  their  earnings.  For  instance,  take  your  rate  in  Illi- 
nois. 

Mr.  Sebastian.  Do  you  mean  for  taxing  purposes? 

Mr.  Mann.  No;  I  mean  for  the  purpose  of  fixing  the  rate  of  fare. 
Your  rate  in  Illinois  under  the  railroad  and  warehouse  commission  is 
3  cents  a  mile — that  is,  it  is  a  permissible  rate.  Some  railroads  have  a 
rate  of  4  cents  a  mile.  That  is  a  law  permitting  a  classification  of 
railroads. 
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Mr.  Sebastian.  Yes. 

Mr.  Mann.  Do  you  know  how  far  you  are  affected  by  that? 

Mr.  Sebastian.  We  are  not  affected  by  it  at  all. 

Mr.  Mann.  Of  course,  you  simply  have  the  one  fare,  the  one  rate, 
3  cents? 

Mr.  Sebastian.  Three  cents. 

Mr.  Mann.  None  of  your  branch  roads  charge  4  cents? 

Ml.  Sebastian.  No,'sir;  we  do  not  charge  4  cents  anywhere  in  Illi- 
nois. 

Mr.  Ryan.  As  a  matter  of  fact,  is  it  not  the  freight  and  not  the  pas- 
senger business  on  every  railroad  that  is  the  revenue-producing  fea- 
ture? 

Mr.  Sebastian.  It  is  so  stated.  The  freight,  of  course,  is  the  prin- 
cipal factor  for  getting  a  revenue.  I  do  not  thmk  the  passenger  ousi^ 
ness  is  considered  profitable  in  most  sections  of  our  country. 

The  Chairman.  From  the  view-point  of  the  passenger  department 
of  the  railroad,  which  would  be  the  preferable  legislation,  that  pro- 
posed by  this  bill  or  a  uniform  2-cent  rate  for  all  interstate  passenger 
traffic? 

Mr.  Sebastian.  I  would  prefer  not  to  answer  that  question,  Mr. 
Chairman.     It  is  a  matter  that  I  would  have  to  give  some  thought  to. 

The  Chairman.  The  latter  would  do  away  with  very  many  of  the 
objections  urged  by  the  gentleman  who  preceded  vou.  Four  or  five 
objections  that  he  urged  would  be  removed  by  the  latter  form  of  legis- 
lation? 

Mr,  Sebastian.  Yes,  sir. 

The  Chairman.  All  those  questions  involving  fraudulent  tickets 
would  be  done  away  with? 

Mr.  Sebastian.  Yes,  sir. 

The  Chairman.  All  those  questions  involving  the  fraud  of  the  bank- 
rupt railway  would  be  done  away  with? 

Mr.  Sebastian.  I  suppose  either  bill  would  have  a  good  many 
objectionable  features  to  the  railroads  out  in  our  coimtry. 

The  Chairman.  You  do  not  think,  as  a  passenger  agent — and  we 
hear  your  name  very  often  very  highly  spoken  of  in  that  connection — 
that  you  would  have  any  views  upon  the  subject? 

Mr.  Sebastian.  No,  sir. 

The  Chairman.  As  to  the  relative  merits  of  the  two  classes  of  leg- 
islation? 

Mr.  Sebastian.  No,  sir;  I  do  not  think  I  would  like  to  express  any 
opinion  on  this. 

Mr.  Sherman.  Can  you  think  of  any  objection  to  the  flat  2  cents  a 
mile  rate  for  interstate  business  other  than  the  rate  itself? 

Mr.  Sebastian.  Well,  any  flat  rate  of  2  cents  a  mile,  I  think  I  have 
stated,  would  be  objectionable  from  the  standpoint  of  being  unprof- 
itable. 

Mr.  Sherman.  Yes;  that  is,  the  rate  itself? 

Mr.  Sebastian.  Yes. 

Mr.  Sherman.  Can  you  thing  of  any  other  objection? 

Mr.  Sebastian.  We  do  not  get  2  cents  a  mile.  That  is  chief  ob- 
jection. 

The  Chairman.  What  would  you  say  to  this  bill  with  a  modifica- 
tion fixing  the  price_;of  those  mileage  tickets,  we  will  say,  at  $30,  $26, 
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$20,  and  then  giving  to  the  Interstate  Commerce  Commission  the 
power  to  estabhsh  zones  in  which  some  one  of  those  rates  might  be 
applicable? 

Mr.  Sebastian.  On  the  broad  principle,  first,  of  the  universal 
mileage  ticket  I  think  that  would  be  a  bad  thing.  We  already  have 
zones  out  in  our  country  in  handling  mileage  tickets,  as  stated  by 
Mr.  Nicholson.  It  is  divided  up  into  some  three  or  four  diflFerent 
groups.  We  have  east  of  the  Missouri  River  the  2-cent  rate  net  on 
mileage.  West  of  the  Missouri  River  we  have  2i  cents.  I  think 
anything  less  than  the  rates  which  we  now  have  in  effect  would  not 
be  quite  right  to  the  railroads. 

Tne  Chaibhan.  Has  anybody  else  any  questions  to  ask?  Does 
anv  gentleman  desire  to  ask  any  questions  ? 

Mr.  Stevens.  You  have  had  a  long  experience  in  passenger  traffic. 
In  your  experience  have  yom*  rates  ever  been  fixed  on  the  amoimt  of 
capitaUzation  or  the  issue  of  bonds  for  yom*  road  ? 

Mr.  Sebastian.  Not  to  my  knowledge. 

Mr.  Stevens.  Have  you  taken  into  consideration  those  factors? 

Mr.  Sebastian.  It  never  has  been  taken  into  consideration,  so  far 
as  my  knowledge  goes;  but  I  would  not  know  anything  about  it. 

Mr.  Stevens.  Have  you  taken  that  into  consideration  in  fixing 
rates  on  traflGic? 

Mr.  Sebastian.  No,  sir. 

The  Chaibman.  Have  you  any  method — any  uniform  method — by 
which  passenger  rates  are  established  by  your  company? 

Mr.  Sebastian.  Yes,  sir;  we  have  in  local  territory.  We  will 
make  a  2'K^ent  basis,  for  instance,  in  Illinois  and  Kansas  and  various 
States.  On  interstate  rates  the  rates  are  made  up  on  short-line 
mileages,  as  a  rule,  and  the  long  lines  have  to  meet  those  rates,  which 
gives  them  in  most  cases,  say,  2i  cents  or  2  cents — as  in  the  case  of 
the  rate  from  Chicago  to  San  Francisco.  The  rate  from  Chicago  to 
San  Francisco  is  made  via  the  short  line  to  Omaha,  and  thence  by 
the  Union  Pacific  and  Southern  Pacific  direct  line  to  San  Francisco. 
This  route  from  Chicara  to  San  Francisco,  the  Atchison,  Topeka 
and  Santa  F6,  the  Rock  Island  with  its  line  through  El  Paso,  the 
Southern  Pacific  rate  applying  over  the  Illinois  Central  to  New 
Orleans  and  thence  to  Los  Angeles  and  up  to  San  Francisco,  are  all 
equal  with  the  short  line  via  Omaha  and  are  at  a  veiy  much  less  rate 
per  nule  than  by  the  direct  line  through  Omaha.  That  is  the  way 
our  rates  are  constructed. 

Mr.  Mann.  How  is  the  rate  from  Chicago  to  San  Francisco  fixed? 

Mr.  Sebastian.  At  2J  cents. 

Mr.  Mann.  Is  that  fixed  upon  the  basis  of  Scents  a  mile  for  the  short 
route? 

Mr.  Sebastian.  No,  sir;  not  on  3  cents  a  mile;  I  think  it  is  2)  cents. 

Mr.  Boyd.  2 J  cents  is  the  uniform  mileage? 

Mr.  Sebastian.  There  is  a  difference  of  between  40  and  50  miles 
between  the  long  run  and  the  short  run. 

The  Chairman.  There  are  some  routes  between  Chicago  and 
Kansas  City  less  than  500  miles? 

Mr.  Skbastian.  Yes ;  the  Santa  F6  route  is  458  miles. 

The  Chairman.  What  is  the  longest  route  that  participates  in  that? 

Mr.  Sebastian.  I  should  think  about  540  miles. 
Bpr— or 4 
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The  Chairman.  And  so  the  passenger  agents  agree  among  them- 
selves upon  the  average  of  500  miles,  do  they? 

Mr.  Sebastian.  Yes,  on  short  lines. 

The  Chairman,  Yes;  50  miles  in  excess  of  the  short  line. 

Mr.  Sebastian.  Yes. 

The  Chairman.  And  40  miles  less  than  the  long  lines? 

Mr.  Sebastian.  Yes,  sir.  Those  rates,  however,  were  established 
before  the  construction  of  the  short  line. 

Mr.  Mann.  How  do  they  get  a  basis  of  2i  cents? 

Mr.  Boyd.  It  was  made  before  the  Santa  Fe  was  built,  and  also 
before  these  long  routes  were  established,  and  the  average  was  about 
500  miles  at  the  time  the  rate  was  established. 

The  Chairman.  That  is  for  all  the  routes? 

Mr.  Boyd.  Yes,  and  substantially  at  that  time  the  mileage  was 
about  2 A  cents,  and  thev  fixed  it  on  the  basis  of  the  mileage  rate. 

Mr.  Mann.  The  local  rate  is  more  than  2 J  cents;  it  is  3  cents  in  both 
States. 

Mr.  Sebastian.  My  recollection  is  that  these  rates  were  made  be- 
tween Chicago  and  Omaha.  These  routes  were  constructed  to 
Omaha  before  they  were  constructed  to  Kansas  City,  and  Kansas  City 
carries  a  common  rate  with  Omaha.  I  think  that  is  the  w^ay  that 
came  about. 

The  Chairman.  It  was  an  arrangement  to  prevent  rate  wars  ? 

Mr.  Sebastian.  Not  exactly  to  prevent  rate  wars,  but  the  Omaha 
gateway  carried  the  same  as  the  Kansas  City  gateway,  and  the  other 
rates  made  through  either  gatewav  are  just  the  same. 

Mr.  Mann.  The  Omaha  rate  is  based  partly,  I  suppose,  upon  rates 
to  the  far  West? 

Mr.  Sebastian.  Yes,  sir. 

The  Chairman.  Does  any  other  gentleman  desire  to  proceed  now? 

Mr.  Payson.  I  am  ready  to  be  heard,  Mr.  Chairman. 

STATEBCENT  OF  HON.  L.  E.  PATSON. 

Mr.  Payson.  Mr.  Chairman,  having  been  a  fairly  close  observer  of 
what  has  been  transpiring  in  the  way  of  legislation  in  Congress  gen- 
erally for  the  last  fifteen  years,  I  am  justified  in  saying  that  within  the 
walls  of  this  room  there  has  never  been  a  question  discussed  of  more 
importance  than  this,  more  far  reaching  in  its  conseauences,  more  dis- 
astrous if  it  should  happen  to  be  sustained,  and  snould  be  decided 
wrongly  My  only  fear  is  that  I  may  not  be  able  to  do  the  subject 
that  I  nave  in  hand  the  justice  that  its  importance  requires.  At  the 
threshold,  I  do  not  propose  to  deal  with  questions  of  figures.  My 
purpose  is  to  deal  with  the  legal  question,  the  power  of  Congress  to 
enact  the  law  requiring  mileage  tickets  at  reduced  rates.  When  Mr. 
Nicholson,  standing  at  the  end  of  the  table  where  I  stand  now,  made 
the  observation  that  he  was  onlv  a  layman;  that  he  wanted  to 
make  a  certain  remark  that  struck  him  with  a  good  deal  of  force,  I 
was  reminded  of  what  was  said  in  the  early  days  of  my  experience 
as  a  lawyer  in  Illinois,  where  a  circuit  judge  saiS  that  the  common 
law  was  only  really  common  sense  expressed;  that  was  about  all 
there  was  to  it.  And  when  Mr.  Nicholson  said,  while  not  being  a 
lawyer,  he  felt  like  saying  this;  that  the  commercial  traveler  or  the 
man  who  had  $20  had  no  more  right  to  purchase  one  of  these  tickets 
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at  the  reduced  rate  than  the  poor  man,  he  simply  uttered  what  is  the 
law  of  the  land  today. 

More  formally  expressed,  two  of  the  bills  before  you  today — I  refer 
now  to  the  provisions  of  the  two  bills  relating  to  mileage  books,  H.  R. 
20153  and  H.  R,  21572 — are  absolutely  unconstitutional.  The  Con- 
gress has  no  power  to  pass  them.  The  courts  would  never  enforce 
them.  That  nas  been  expressly  decided  by  the  highest  court  in  the 
United  States  in  one  case  to  which  I  shall  presently  refer,  and  aflfirmed 
by  the  unanimous  opinion  of  that  same  court  in  another  case.  So  at 
the  outset  I  do  not  address  myself  to  the  different  provisions  of  these 
bills;  but  to  get  the  matters  in  a  consecutive  way  before  the  com- 
mittee, I  addr^  myself  to  the  law  of  the  case  first. 

Mr.  Sherman's  bill,  H.  R.  20153,  requires  all  roads  engaged  in  inter- 
state commerce  to  issue  at  all  stations  mileage  books  not  less  than 
1,000  miles  nor  more  than  5,000  miles,  at  the  rate  named,  2  cents 

rT  mile,  good  on  all  trains  upon  any  railroad  in  the  United  States. 
do  not  discuss  those  questions  now.  They  come  in  as  incidental. 
But  I  shall  be  very  glad  to  address  myself  to  those  propositions  later, 
as  well  as  to  the  provisions  in  the  bill,  which  involve  the  right  of  Con- 
gress to  make  and  enforce  contractual  relations  unwillingly  between 
the  railroads  of  this  country  by  compelling  acceptance  and  redemption 
of  the  tickets  of  roads  other  than  their  own.  I  will  say  simply  in  pass- 
ing, and  produce  the  authorities  later,  that  that  has  been  expressly 
decided  adversely  to  that  proposition  by  two  courts  in  the  United 
States,  the  main  case  being  in  Massachusetts  (160th  Massachusetts, 
p.  62),  which  I  will  produce  before  I  conclude  what  I  have  to  say. 

Now,  first,  as  to  the  power  of  Congress.  I  refer,  first,  to  what  is 
known  among  railroad  men  as  the  ^H^ake  Shore  case,''  the  case  of 
the  Lake  Shore  and  Michigan  Southern  Railway  Company  v.  Henry  C. 
Smith,  reported  in  173U.  S.,at  page  863.  The  syllabi  of  the  case 
express  very  clearly  the  propositions  decided,  but  not  the  arguments 
upon  which  they  are  based.     The  different  syllabi  are  these: 

1.  A  State  may  provide  by  les:ifiIation  for  maximum  rates  of  charges  for  railroad 
companieR,  provided  they  are  such  as  will  admit  of  the  carrier  earning  a  compensation 
just  to  it  ana  to  the  public,  and  whether  thev  are  or  not  is  a  judicial  question. 

2.  The  power  to  ^x  maximum  rates  and  chaises  for  railroad  transportation  does  not 
include  the  right  to  compel  a  discrimination  in  rates  in  favor  of  those  who  buy  thou- 
sand-mile tickets. 

3.  An  opportunity  to  purchase  a  thousand-mile  ticket  for  less  than  the  standard 
Fate  is  not  a.  '*  convenience"  within  the  rule  that  the  legislature  may  make  regula- 
tions of  the  business  of  carriers  to  provide  for  the  safety,  health,  and  convenience  of 
the  public. 

4.  The  power  of  the  State  legislature  to  enact  general  laws  regarding  a  company  and 
its  affiairs  does  not  include  the  power  to  compel  it  to  make  an  exception  in  favor  of  a 
particular  class,  and  to  carry  members  of  that  class  at  a  less  sum  than  those  who  are 
not  such  members. 

5.  The  voluntary  sale  of  1,000-mile  tickets  good  for  a  vear  from  the  time  of  their 
sale  does  not  furnish  a  criterion  for  the  measurement  of  legislative  power  to  require 
the  sale  of  1,000-mile  tickets,  or  a  standard  by  which  to  measure  the  reasonableness  of 
legislative  action  in  that  matter. 

6.  The  Michigan  statute  requiring  1,000-mile  tickets  to  be  sold  by  railroad  com- 
panies for  leas  tnan  the  ordinary  rates  of  fare  for  use  by  the  purchaser  and  his  wife 
and  children,  if  named  on  the  ticket,  and  making  them  valid  for  two  years  after  date 
of  pmxrhase,  is  a  violation  of  the  constitutional  rights  of  the  railroad  companies  to  due 
pfTocesB  of  law  and  the  equal  protection  of  the  laws. 

That  case,  Mr.  Chaurman,  was  this.  The  Lake  Shore  road  was 
chartered  by  the  State  of  Michigan.  It  had  in  its  charter  a  provi- 
sion allowing  it  to  fix  maximum  rates  at  not  exceeding  3  cents  a  mile. 
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The  original  company,  chartered  by  the  State,  was  succeeded  by  the 
plamtin  in  error  in  this  case.  The  legislature  later  made  a  provision 
requiring  the  issue  and  sale  of  mileage  tickets  good  for  1,000  miles. 
That  these  mileage  tickets  should  be  sold  at  tne  rate  of  2  cents  a 
mile,  good  for  two  years,  unused  portion  redeemable. 

Two  contentions  were  made.  First,  that  that  provision  in  the 
original  charter  was  of  that  contract  nature  that  the  State,  acting 
through  its  legislature,  could  not  interfere  with  the  naming  as  the 
maximum  rate,  3  cents  a  mile. 

That  question  was  disposed  of  adversely  to  the  railroad  company, 
and  the  only  remaining  question  to  be  decided  was  whether  or  not 
legislation  requiring  this  privileged  sale  of  1,000-mile  tickets  at  this 
reduced  rate  was  valid,  the  supreme  court  of  the  State  having  decided 
that  the  legislature  had  an  undoubted  power  to  fix  maximum  reason- 
able rates.  Now,  the  reasoning  in  tne  Lake  Shore  case  and  its 
decision  applies  here,  and  in  my  judgment  settles  absolutely  the  lack 
of  power  in  Congress  to  pass  these  two  bills.  Of  course,  the  decision 
of  the  Supreme  Court  should  govern  the  action  of  this  committee. 

After  disposing  of  the  question,  as  I  have  said,  as  to  whether  or  not 
the  3-cent  provision  in  the  charter  of  the  company  amounted  to  a 
contract  between  the  two  which  could  not  be  interfered  with  by  the 
legislature,  the  court  said: 

The  question  is  presented  in  this  case  whether  the  legislature  of  a  State,  having 
power  to  fix  maximum  rates  and  chaises  for  the  transportation  of  persons  and  prop- 
erty by  railroad  companies,  with  the  limitations  above  stated,  and  having  power  to 
alter,  amend,  or  repeal  their  charters,  within  certain  limitations  has  also  the  right,  after 
having  fixed  a  maximum  rate  for  the  transportation  of  passengers,  to  still  further  reg- 
ulate their  affairs  and  to  discriminate  ana  make  an  exception  in  favor  of  certain  per- 
sons and  give  to  them  a  right  of  transportation  for  a  less  sum  than  the  general  rate  pro- 
vided bylaw. 

It  is  said  that  the  power  to  create  this  exception  is  included  in  the  greater  power  to  fix 
rates  generally;  that  having  the  right  to  establish  maximum  rates,  it  therefore  has 
power  to  lower  these  rates  in  certain  cases,  maintaining  them  or  permitting  them  to  be 
maintained  at  a  higher  rate  in  all  other  cases.  It  is  asserted  also  that  this  is  only  a 
proper  and  reasonable  regulation. 

It  does  not  seem  to  us  that  this  claim  is  well  founded.  We  can  not  regard  thifi  excep- 
tional legislation  as  the  exercise  of  a  lesser  right  which  is  included  in  the  greater  one  to 
fix  by  statute  maximum  rates  for  railroad  companies. 

May  I  interrupt  myself  long  enough  to  say  that  in  every  attempt  by 
any  legislative  authority  to  regulate  railroad  rates  in  this  country  the 
power  to  regulate  is  always  restricted  to  **  reasonable  maximum 
rates,"  and  that  must  be  kept  in  view  all  the  way  through  this 
discussion  (reading):  ; 

The  latter  is  a  power  to  make  a  general  rule  applicable  in  all  cases  and  without  dis- 
crimination in  favor  of  or  against  anv  individual.  It  is  the  power  to  declare  a  general 
law  upon  the  subject  of  rates  beyond  which  the  company  can  not  go,  but  within  which 
it  is  at  liberty  to  conduct  its  work  in  such  a  manner  as  may  seem  to  it  best  suited  for  its 
prosperity  and  success. 

In  order  that  this  opinion  as  I  read  it  further  may  be  thoroughly 
appreciated  by  members  of  the  committee,  if  they  are  not  familiar 
with  it,  I  may  say  that  the  court  makes  this  clear  distinction,  that 
there  are  verv  many  things  that  the  railroad  company  may  do  of  its 
own  option,  for  its  own  purposes,  for  its  own  convenience  and  its  own 
good,  whicn  the  legislative  authority  would  be  absolutely  powerless 
to  compel  it  to  do.  That  is  to  say,  it  may  make  excursion  rates,  as 
the  Baltimore  and  Ohio  does  to  a  Uttle  summer  place  at  Bay  Ridge, 
and  fix  the  rate  at  a  half  a  cent  per  mile.     It  is  none  of  the  business  or 
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Congress  whether  it  does  it  or  not.  It  may  do  it,  but  it  could  not  be 
compelled  to  do  it.  So  as  to  "party  rates"  to  ten  or  more  on  one 
ticket,  etc.,  (reading:) 

This  is  a  very  different  power  from  that  exercised  in  the  passage  of  this  statute.  The 
ftct  is  not  a  general  law  upon  the  subject  of  rates,  establisning  maximum  rates  which 
the  company  can  in  no  case  violate.  The  l^islature  having  established  such  maxi- 
mum as  aeeneral  law,  now  assumes  to  interfere  with  the  management  of  the  company 
while  conaucting  its  affairs  pursuant  to  and  obeying  the  statute  regulating  rates  and 
cbaiges,  and  notwithstanding  such  rates  it  assumes  to  provide  for  a  discrimination,  an 
exception  in  fAvor  of  those  who  may  desire  and  are  able  to  purchase  tickets  at  what 
might  be  called  wholesale  rates — a  discrimination  which  operates  in  favor  of  the  whole- 
Bale  buyer,  leaving  the  others  sdbiect  to  the  general  rule.  And  it  assumes  to  regulate 
the  time  in  which  the  tickets  purchased  shall  be  valid  and  to  lengthen  it  to  double  the 
I>eriod  of  the  railroad  company  has  ever  before  provided.  It  thus  invades  the  general 
right  of  a  company  to  conduct  and  manage  its  own  affairs,  and  compels  it  to  give  the 
uee  of  its  property  for  lees  than  the  general  rate  to  those  who  come  witnin  the  provisions 
of  the  statute,  and  to  that  extent  it  would  seem  that  the  statute  takes  the  property  of 
the  company  without  due  process  of  law.  We  speak  of  the  ^neral  right  of  the  com- 
pany to  conduct  and  manage  its  own  affairs;  but  at  the  same  time  it  is  to  be  understood 
that  the  company  is  subject  to  the  unquestioned  jurisdiction  of  the  legislature  in  the 
exercise  of  its  power  to  provide  for  the  MJety,  the  health,  and  the  convenience  of  the 
public,  and  to  prevent  improper  exactions  or  extortionate  charges  from  being  made  by 
the  company. 

Skipping  a  little  that  has  no  appUcation  to  the  present  condition, 
I  will  read  further : 

The  right  to  claim  from  the  company  transportation  at  reduced  rates  by  purchasing 
a  certain  amount  of  tickets  lb  classed  as  a  convenience.  As  so  defined,  it  would  be 
more  convenient  if  the  right  could  be  claimed  without  any  compensation  whatever. 
But  such  a  right  is  not  a  convenience  at  all  Within  the  meaning  of  the  term  as  used  in 
relation  to  the  subject  of  furnishing  conveniences  to  the  public.  And  also  the  conven- 
ience which  the  legislature  is  to  protect  is  not  the  convenience  of  a  small  portion  only 
of  the  persons  who  may  travel  on  the  road,  while  refusing  such  alleged  convenience  to 
all  others,  nor  is  the  right  to  obtain  tickets  for  less  than  the  general  and  otherwise  lawful 
rate  to  be  properly  described  as  a  convenience.  If  that  were  true,  the  granting  of  the 
right  to  someportion  of  the  public  to  ride  free  on  all  trains  and  at  all  times  might  be  so 
described.  What  is  coverea  by  the  word  "convenience"  it  might  be  difficult  to  define 
for  all  cases,  but  we  think  it  does  not  cover  this  case.  An  opportunity  to  purchase  a 
thousand-mile  ticket  for  less  than  the  standard  rate  we  think  is  improperly  described 
as  a  convenience. 

The  power  of  the  legislature  to  enact  general  laws  regarding  a  company  and  its 
affairs  aoes  not  include  the  power  to  compel  it  to  make  an  exception  in  favor  of  some 
particular  claas  in  the  community  and  to  carry  the  members  of  that  class  at  a  less  sum 
than  it  has  the  right  to  charge  for  those  who  arc  not  fortunate  enough  to  be  members 
thereof. 

There  is  this  whole  case  in  the  last  six  lines  of  this  opinion,  because 
the  legal  rates  under  the  Interstate  C!ommerce  Act  for  passenger 
traffic  as  well  as  the  legal  rates  for  the  transportation  of  freight,  are  the 
schedules  which  are  filed  with  the  Interstate  Commerce  Commission,  and 
which  are  approved  by  them.  These  stand  as  the  legal  charges  until 
otherwise  ordered  by  the  Commission  itself  in  due  course  of  procedure. 
Every  railroad  company  in  the  country  with  its  main  and  branch  lines 
where  they  are  operated  imder  separate  organizations,  has  filed  its 
sdiedules  with  the  Interstate  Commerce  Commission.  The  passenger 
rates  are  in  no  case  less  than  three  cents,  and  run  from  tnat  up  as 
high  as  eight  cents  per  mile.  Those  rates  have  all  been  approved, 
and  are  legal  rates  today,  imtil  they  shall  be  changed  in  some  way. 
We  have  the  right  to  charge  those  rates,  and  they  are  presumed  to  be 
legal  maximum  reasonable  rates  for  the  service  whicn  we  render  in 
passenger  traffic. 
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The  Supreme  C!ourt  proceeds,  emphasizing  what  it  has  said  before: 

The  power  of  the  legislature  to  enact  general  laws  regarding  a  company  and  its  affairs 
does  not  include  the  power  to  compel  it  to  make  an  exception  in  favor  of  some  par- 
ticular class  in  the  community  and  to  carr>'  the  members  of  that  class  at  a  lees  sum  than 
it  has  the  right  to  charge  for  those  who  are'not  fortunate  enough  to  be  members  thereof. 
This  is  not  reasonable  regulation.  We  do  not  deny  the  right  of  the  legislature  to  make 
all  proper  rules  and  regulations  for  the  general  conduct  of  the  affairs  of  the  company, 
relating  to  the  running  of  trains,  the  keeping  of  ticket  offices  open  and  providing  for 
the  proper  a  ccomodation  of  the  public . 

Tnis  act  is  not  like  one  establishing  certain  hours  in  the  day  during  which  trains 
shall  be  run  for  a  less  charge  than  during  the  other  hours.  In  such  case  it  is  the  estab- 
lishing of  maximum  rates  of  fare  for  the  whole  public  during  those  hours,  and  it  is  not  a 
discrimination  in  favor  of  certain  persons  by  wnich  theV  can  obtain  lower  rates  by  pur- 
chasing a  certain  number  of  tickets  by  reason  of  wb  ich  the  company  is  compelled  to  carry 
them  at  the  reduced  rate,  and  thus,  in  substance,  to  part  with  its  property  at  a  less  sum 
than  it  would  be  otherwise  entitled  to  charge.  The  power  to  compel  the  company  to 
carry  persons  under  the  circumstances  as  provided  for  in  this  act.  for  less  than  the  usual 
rates,  does  not  seem  to  be  based  upon  any  reason  which  has  hitherto  been  regarded  as 
sufficient  to  authorize  an  interference  with  the  corporation,  although  a  common  carrier 
and  a  railroad. 

The  act  also  compels  the  company  to  carry  not  only  those  who  choose  to  purchase 
these  tickets,  but  their  wives  ana  children,  and  it  makes  the  tickets  gcxxi  for  two  yeare 
from  the  time  of  the  purchase.  If  the  legislature  can,  under  the  guise  of  regulation, 
provide  that  these  ticsets  shall  be  good  for  two  years,  why  can  it  not  provide  tnat  they 
shall  be  good  for  five  or  ten  or  even  a  longer  tenn  of  years?  It  may  be  said  that  the 
regulation  must  provide  for  a  reasonable  term.  But  what  is  reasonable  under  these 
circumstances?  Upon  what  basis  is  the  reasonable  character  of  the  period  to  be 
judged?  If  two  years  would  and  five  years  would  not  be  reasonable,  why  not?  And  if  five 
years  would  be  reasonable,  why  w^uld  not  ten?  If  the  power  exist  at  all,  what  are  the 
factors  which  make  it  unreasonable  to  say  that  the  tickets  shall  be  valid  for  five  or  for  ten 
years?  It  may  be  said  that  circumstances  can  change  within  that  time.  That  is  true; 
but  circumstanct^  may  change  within  two  just  as  well  as  within  five  or  ten  years. 
There  is  no  particular  time  in  re^rd  to  which  it  may  be  said  in  advance  and  as  a  l^al 
conclusion  tnat  circumstances  will  not  change.  And  can  the  validity  of  the  regulation 
be  made  to  depend  upon  what  may  happen  in  the  future,  during  the  running  of  the 
time  in  which  the  legislature  has  decreed  the  company  shall  carry  the  purchaser  of  the 
ticket?  Regulations  for  maximum  rates  for  present  transporation  of  persons  or  prop- 
erty bear  no  resemblance  to  those  which  assume  to  provide  for  the  purchase  of  tickets 
in  quantities  at  a  lower  than  the  general  rate,  and  to  provide  that  they  shall  be  good  for 
years  to  come.    Thia  is  not  fixing  maximum  rates,  nor  is  it  proper  regulation . 

The  right  claimed  by  these  bills  is  here  clearly  denounced. 
The  Court  continues : 

It  is  an  illegal  and  unjustifiable  interference  with  the  rights  of  the  company. 

If  this  power  exist,  it  must  include  the  right  of  the  legislature,  after  establisning  maxi- 
mum freight  rates,  to  also  direct  the  company  to  charge  less  for  carrying  freight  where  the 
party  offering  it  sends  a  certain  amount,  and  to  carrj-  it  at  that  rate  for  the  next  two  or 
five  OT  ten  years.  Is  that  an  exercise  of  the  power  to  establish  maximum  freight  rates? 
Is  it  a  valid  exercise  of  the  power  to  regulate  the  affairs  of  a  corporation?  The  legisla- 
ture would  thus  permit  not  only  discrimination  in  favor  of  the  larger  freighter  as 
against  the  smaller  one,  but  it  would  compel  it.  If  the  general  power  exist,  tnen  the 
legislature  can  direct  the  company  to  charge  smaller  rates  for  clergymen  or  doctors,  for 
lawyers  or  farmers  or  school  teachers,  for  excursions,  for  church  conventions,  political 
conventions,  or  for  all  or  any  of  the  various  bodies  that  might  desire  to  ride  at  any 
particular  time  or  to  any  particular  place. 

If  the  legislature  can  interfere  by  directing  the  sale  of  tickets  at  less  than  the  gen- 
erally established  rate,  it  can  compel  the  company  to  c&Try  certain  persons  or  classes 
free.  If  the  maximum  rates  are  too  high  in  tne  judgment  of  the  legislature,  it  may 
lower  them,  provided  they  do  not  make  them  unreasonably  low,  as  that  term  is  under- 
stood in  the  law;  but  it  can  not  enact  a  law  making  maximum  rates,  and  then  proceed 
to  make  exceptions  to  it  in  favor  of  such  persons  or  classes  as  in  the  legislative  judg- 
ment or  caprice  may  seem  proper.  What  right  has  the  legislature  to  take  from  the 
company  the  compensation  it  would  otherwise  receive  for  the  use  of  its  property  in 
transporting  an  individual  or  classes  of  persons  over  its  road,  and  compel  it  to  trans- 
port them  free  or  for  a  less  sum  than  is  provided  for  by  the  general  law?    Does  not  such 
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an  act,  if  enforced,  take  the  property  of  the  company  without  due  process  of  law?  We 
are  convinced  that  the  legislature  can  not  thus  interfere  with  the  conduct  of  the  affairs 
of  corporations. 

Further  down,  stating  another  phase  of  the  argument  in  con- 
nection with  it,  this  is  the  conclusion  of  the  court : 

This  argument  also  loses  sight  of  the  distinction  we  made  aboye  between  the  two 
cases  of  a  general  establishment  of  maximum  rates  and  the  enactment  of  discrimina- 
tory, exceptional,  and  partial  l^islation  upon  the  subject  of  the  sale  of  tickets  to 
individuals  willing  and  able  to  purchase  a  quantity  at  any  one  time.  The  latter  is 
not  an  exercise  of  the  power  to  establish  maximum  rates 

Now^,  without  unduly  taking  your  time,  Mr.  Chairman,  Mr.  Justice 
Feckham  in  writing  this  opinion  seems  to  think  that  it  is  impossible 
to  justify  this  class  of  legislation,  emphasizing  and  restating  the 
argument  and  emphasizing  ail  the  questions  which  cropped  out  in 
the  argument  all  tne  way  through.  In  paragraph  3  the  same  ideas 
which  1  have  read  are  expressed  and  enlarged  upon. 

It  appears  from  the  opinion  in  that  case  that  three  of  the  judges 
dissented.  It  does  not  appear  what  the  ground  of  the  dissent  was, 
but  it  is  talk  around  the  clerk^s  office  that  the  dissent  was  upon  the 
ground  that  the  subsequent  action  of  the  legislature  in  declaring  a 
lower  rate  than  3  cents  was  an  improper  interference  with  the  con- 
tract rights  of  the  railroad  under  the  cnarter  as  against  the  State. 

But  this  same  question  was  before  the  Supreme  Court  again,  and 
the  rule  in  the  Lake  Shore  case  emphatically  affirmed  in  Wis.  &c.  R.  R. 
t?.  Jacobson  (179  U.  S.,  288). 

In  the  State  of  Virginia  that  same  question  was  up  recently.  The 
question  was  there  presented  to  the  court  as  to  whether  or  not  the 
action  of  the  State  railway  commision  was  legal,  which  fixed  a  2-cent 
rate  for  a  mileage  ticket  of  500  miles  and  over,  w^here  the  maximum 
rate  of  the  company  for  general  travel  was  3  cents  per  mile  and 
whether  a  mandamus  would  lie  to  compel  the  railroaa  company  to 
accept  that  reduced  rate  upon,  this  mueage  ticket.  The  supreme 
court  of  Virginia  decided,  oeing  governed  by  the  decision  of  the 
supreme  court  which  I  have  lust  read  in  the  Lake  Shore  case,  exactlv 
the  same  w^ay,  of  course.  Or  course,  it  is  the  settled  law^  of  the  land. 
In  that  opimon  was  cited  the  case  to  which  I  want  to  call  the  atten- 
tion of  the  committee,  of  the  Wisconsin  M.  and  P.  Railroad  Company 
V.  Jacobson,  reported  in  179  U.  S.,  288,  in  which  all  the  judges  con- 
curred. This  IS  the  language  of  the  court  in  the  Jacobson  case, 
referring  to  the  decision  in  the  Lake  Shore  case,  decided  at  the  former 
trial: 

The  distinction  between  this  case  and  that  of  the  Lake  Shore  M.  &  S.  Railroad  Com- 
panv  V.  Smith  is  a  very  plain  one. 

There  we  held  that  the  statute  in  question  was  not  a  reasonable  regulation  of  the  busi- 
ness of  the  company;  that  it  wbb  the  exercise  of  a  pure,  bald,  and  unmixed  power  of  dis- 
cretion in  favor  of  a  few  x>er8ons  having  occasion  to  travel  on  the  road,  permitting  them 
to  do  80  at  a  lees  expense  than  others  provided  they  could  buy  a  certain  number  of 
tickets  at  one  tune. 

No  language  could  be  plainer;  nothing  could  be  more  emphatic. 
They  say : 

There  we  held  that  the  statute  was  not  a  reasonable  regulation  of  the  business  of  the 
company;  that  it  was  the  exercise  of  a  pure,  bald,  and  unmixed  power  of  discretion  in 
&vor  of  a  few  persons  having  occasion  to  travel  on  the  road  permitting  them  to  do  so  at  a 
leas  expense  tnan  others,  provided  they  could  buy  a  certain  number  of  tickets  at  one 
time. 
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It  was  not  legislationf  or  the  safety,  health,  or  convenience  of  the  pub- 
lic, ''but  was  an  arbitrary  enactment  in  favor  of  the  persons  spoken  of 
who  in  the  legislative  judgment  should  be  carried  at  a  less  expense  than 
the  other  members  of  the  community,  and  there  was  no  reasonable 

5 round  upon  which  the  legislation  could  be  rested  unless  the  simple 
ecision  of  the  legislature  should  be  held  to  constitute  such  reason, 
which  it  did  not/' 

Mr.  Chairman,  it  seems  to  me  upon  the  law  question  pertaining  to 
this  mileage  ticket 

Mr.  Gaines.  In  some  of  the  States  have  they  not  required  that  the 
railroads  should  carry  free  public  officers? 

Mr.  Payson.  I  do  not  know ;  I  can  not  state  as  to  that. 

Mr.  Gaines.  I  think  they  have  in  New  Jersey. 

Mr.  Payson.  I  do  not  know. 

Mr.  Sherman.  It  is  so  in  New  York  as  to  the  members  of  the  State 
commission  and  all  the  employees. 

Ifr.  Payson.  It  may  be  so,  but  if  it  is  so  it  has  never  been  tested  so 
far  as  I  know.  It  would  be  a  matter  of  so  trivial  importance  that  it 
would  justify  the  raising  of  the  question  on  sentimental  grounds;  and 
second,  it  has  been  only  such  a  short  time  that  people  have  engaged 
that  this  humanitarian  work  has  been  present  in  legislative  matters 
that  perhaps  they  should  be  carried  as  a  matter  of  courtesy  by  the  rail- 
roads anyway. 

Mr.  Gaines.  It  was  put  on  the  ground,  I  believe,  that  they  were 
public  officers. 

Mr.  Payson.  Perhaps  so.  But  I  do  not  think  that  these  finer  dis- 
tinctions as  to  what  may  or  may  not  be  done,  or  may  or  may  not  be 
permitted  to  be  done,  by  the  railroad  company  on  other  lines  ought 
to  be  permitted  to  trencli  upon  the  question  here,  which  is  solely  the 
question  whether  a  reduced  rate  upon  a  mileage  ticket  be  enforced  by 
law  in  passenger  traffic.     It  is  not  allowed  in  freight  transportation. 

Mr.  Mann.  Does  not  every  railroad  in  the  land  make  a  difference 
between  carload  lots  and  less  than  carload  lots  ? 

Mr.  Payson.  But  not  between  individuals  having  carloads  lots  and 
individuals  having  less  than  carload  lots. 

Mr.  Mann.  No;  it  does  not  make  any  distinction  between  individ- 
uals in  that  way. 

Mr.  Payson.  No,  but  these  bills  propose  that.  But  there  is  a  dis- 
tinction between  you  as  a  rich  man  and  me  as  a  poor  man.  But  this 
matter  of  carload  lots  is  not  the  question  here.  It  is  as  to  the  dis- 
crimination in  favor  of  a  class,  giving  it  reduced  rates  in  railroad  trans- 
portation, and  before  I  am  tnrough,  if  the  committee  will  honor  me 
with  its  attention,  I  shall  have  something  to  say  in  regard  to  the  pas- 
senger traffic  upon  the  one  side  and  freight  transportation  upon  the 
other  side,  and  I  wish  to  answer  the  question  of  Mr.  Esch  and  the 
question  asked  by  some  of  the  other  gentlemen.  But  to  take  that  up 
now  would  require  me  to  depart  from  the  order  that  I  have  fixed  in 
my  mind  for  the  presentation  of  this  matter. 

The  Chairman.  Will  you  be  able  to  finish  to-night? 

Mr.  Payson.  No,  I  do  not  think  so. 

At  4.20  o'clock  p.  m.  the  committee  adjourned  until  to-morrow, 
Wednesday,  Januaiy  9, 1907,  at  10.30  o'clock  a.  m. 
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Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives. 
Washington,  D.  C,  Wednesday,  January  9,  1907^      , 

The  committee  this  day  met  at  10.30  o'clock  a.  m.,  Hon.  William  P. 
Hepburn  in  the  chair. 

The  Chairman.  The  committee  will  be  in  order.    We  are  now  ready    ^ 
to  proceed,  Mr.  Payson. 

STATSUENT  OF  mt.  LEWIS  E.  PAYSON->Continued. 

Mr.  Payson.  Mr.  Chairman  and  gentlemen  of  the  committee,  at  the 
adjournment  yesterday  I  had  proceeded  to  give  the  committee  the 
results  of  some  researches  on  the  question  of  the  constitutionality  of 
the  Sherman  and  Adamson  bills.  I  cited,  as  the  committee  will 
remember,  the  decision  in  the  Michigan  case  in  173  U.  S.  The  doc- 
trine laid  down  there  was  reafl&rmed  and  emphasized  in  the  Jacobsen 
case,  in  179  U.  S.,  as  I  showed.  I  now  present  also  upon  the  same 
question  a  decision  in  the  case  of  Beardsley  v.  The  New  York.  Lake  Erie 
and  Western,  found  in  the  162  N.  Y.,  at  page  230.  The  syllabus  of  the 
case  expresses  everything  that  is  in  it,  so  I  need  read  only  that  (reads) : 

MiUage-booh  act  unconstitutional  as  to  existing  corporations. — The  mileage-book 
act  (L.  1S95,  ch.  1027),  requiring  railroad  companies  tx)  issue  mileage  books  under  a 
penalty  for  refusal  to  do  so,  is  unconstitutional  as  to  corporations  existing  at  the  time  of 
Its  enactment,  since  the  statute  is  an  illegal  invasion  of  the  property  rights  of  such  cor- 
porations, as  declared  by  a  decision  of  the  United  States  Supreme  Court. 

Beardsley  v.  N.  Y.,  L.  E.  and  W.  R.  R.  Co.  (15  App.  Div.,  251),  reversed. 
-  (Argued  January  29,  1900;  decided  March  2,  1900.) 

In  the  opinion  occur  quotations  made  from  the  decision  in  the  Lake 
Shore  case.  The  decision  proceeded  solely  upon  the  ground  that  the 
statute  was  an  illegal  invasion  of  the  property  rights  of  the  company. 

Now,  it  is  only  right  and  proper  that  1  should  say  that  one  of  the 
judges  dissented,  but  it  was  concurred  in  by  the  others. 

Mr.  Kennedy.  What  case  is  that? 

Mr.  Patson.  The  case  of  Beardsley,  respondent,  v.  The  New  York, 
Lake  Erie  and  Western  Railroad  Company,  found  in  the  142  N.  Y.,  at 
p.  230. 

The  Chairman,  who  at  the  moment  is  absent,  asked  that  somebody 
who  would  present  legal  arguments  against  these  bills  address  himself 
to  the  proposition  as  to  the  constitutional  power  of  Congress  to 
interfere  and  compel  practically  contractual  relations  between  differ- 
ent corporations  without  their  agreement  or  consent  in  this,  that  the 
tickets  proposed  to  be  issued  should  be  arbitrarily  accepted  by  other 
roads  than  that  of  the  issuing  carrier.  I  said  that  that  question  had 
been  expressly  decided,  and  I  call  the  attention  of  the  committee  to 
a  decision  in  the  160  Mass.,  at  page  62.  The  case  is  The  Attorney- 
General,  etc.,  v.  The  Old  Colony  Railroad  Co.  So  much  of  the  differ- 
ent syllabi  as  apply  to  this  question  I  will  read : 

A  statute  which  authorizes  one  railroad  to  determine  the  conditions  on  which 
another  railroad  must  carry  i)as8enj^er8  and  compels  one  railroad  to  carry  passengers 
on  the  credit  of  another  is  unconstitutional.  By  Field,  0.  J.,  Allen  and  Morton,  JJ. 
Holmee  and  Knowlton,  JJ.  dissenting. 

If  it  be  aasumed  that,  under  the  power  to  regulate  the  fares  of  common  carriers  of 
paaoengeFB,  the  Legislature  can  require  the  passengers  to  be  carried  before  the  fares 
nave  own  actually  paid  in  money,  the  security  for  the  ultimate  payment  of  the 
fares  in  money  ougnt  to  be  as  certain  as  that  required  when  private  property  is  taken 
for  public  uses,  and  a  statute  which  does  not  provide  adequate  security  is  unconsti- 
tutional. 
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Again,  on  the  bottom  of  the  page — 

The  railroad  commissioners  were  authorized  in  their  discretion,  on  petition,  to 
exclude  any  railroad  from  the  provisions  of  the  act.  Held,  by  Field,  C.  J.,  Allen 
and  Morton,  JJ.,  that  the  statute  required  a  railroad  company  to  transport  paesen^rs 
and  receive  therefor  tickets  which  merely  gave  separate  causes  of  action  against 
another  railroad  company,  and  provided  no  security  that  they  would  be  redeemed  in 
money  by  the  railroad  issuing  them  when  presented  for  redemption,  although  they 
might  be  used  for  transportation  long  after  they  were  issued;  that  the  company  issuing 
tickets  might  impose  upon  other  railroads  duties  in  the  carriage  of  passengers  different 
from  those  it  assumed  toward  passengers  who  purchased  tickets  of  itself,  and  the 
tickets  might  be  used  indiscriminately  upon  all  railrosuls  within  the  Commonwealth 
not  excluded  from  the  statute,  and  were  not  confined  to  railroads  engaged  in  trans- 
porting passengers  in  connection  with  the  company  issuing  the  tickets;  that  the  rail- 
road commissioners  might  exercise  their  power  of  exclusion  in  season  to  prevent  loss 
from  a  failure  of  the  company  to  redeem  the  tickets  issued,  or  they  might  not;  that 
the  rights  of  railroad  companies  ultimately  to  receive  in  money  the  fares  of  passen- 
gers ought  not  to  depend  upon  the  discretion  of  the  railroad  commissioners,  and  if 
file  statute  would  be  invalid  but  for  this  discretion  this  provision  would  not  make  it 
valid;  and  that  the  ?tatut<5  was  void. 

I  do  not  read  from  the  opinion.  They  discussed  the  question  in  an 
elementary  way,  defining  what  a  contract  is.  Every  member  of  the 
committee  Tcnows  what  it  is  as  well  as  I  could  tell  it,  and  perhaps  bet- 
ter, that  the  common  law  rule  is  that  there  must  always  be  mutuality 
in  order  that  there  should  be  dependent  responsibility;  that  a  contract 
to  be  binding,  must  be  by  mutual  agreement  between  the  two,  and 
that  no  law  can  be  passed  by  which  it  shall  be  said  that  the  Pennsyl- 
vania Railroad,  for  example,  shall  issue  a  mileage  ticket  by  which  the 
management  of  a  railroad  running  on  the  Pacific  coast  shall  be  made 
to  contract  with  the  Pennsylvania  as  to  the  ticket  presented  to  it. 
That  position  could  not  be  sustained  anywhere,  and  the  Massachu- 
setts court  so  decided. 

Mr.  Mann.  Please  discuss  the  question,  not  whether  Congress  has 
authority  to  compel  one  railroad  to  contract  relations  with  another, 
but  whether  Congress  has  authority  to  forbid  a  railroad  from  engaging 
in  interstate  commerce  except  upon  such  terms  as  Congress  may  fix. 

Mr.  Payson.  That  would  depend,  Mr.  Mann,  upon  w^hat  those  con- 
tracts might  be.  But  I  think  I  can  answer  it  in  a  moment  satisfac- 
torily to  myself,  at  least,  that  interstate  commerce  as  such  can  not 
necessarily  be  compelled — that  is  to  say,  you  can  not  compel  a  railroad 
in  one  State,  aside  from  its  own  pleasure,  to  do  its  business  with 
another.  If  it  does  undertake  to  do  its  business  with  another  road, 
you  can  regulate  that  business;  but  until  it  voluntarily  engages  or 
enters  into  some  arrangement  with  some  other  road  which  makes  the 
commerce  passing  over  it  interstate  commerce  you  can  not  do  anything 
with  it. 

Answering  you  more  directly,  all  that  Congress  can  do  is  to  ^*  regulate 
commerce^'  when  the  commerce  exists. 

Mr.  Mann.  That  is  the  point  I  wanted  to  get,  but  I  do  not  think  we 
have  authority  to  compel  a  railroad  to  do  that. 

Mr.  Payson.  This  bill  does  it. 

Mr.  Mann.  The  bill  is  not  necessarily  to  pass  in  the  precise  form  in 
which  it  is  presented. 

Mr.  Payson.  It  is  pretty  difficult,  Mr.  Mann,  as  you  will  appreciate, 
in  an  offhand  way  to  answer  satisfactorily,  even  to  one's  self,  every 

Eossible  combination  or  proposition  that  might  come  up  on  a  subject 
ke  this,  which  embraces,  as  I  said  in  opening,  the  greatest  question 
ever  discussed,  in  my  judgment,  in  this  committee  room. 
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Mr.  Mann.  My  idea  was  to  ask  you  what  you  proposed  to  discuss. 

Mr.  Payson.  I  do  not  propose  to  discuss  that.  I  propose  to  discuss 
the  pending  bills,  and  the  principles  underiying  them.  To  this  point 
only  questions  of  power  or  Congress  are  presented.  I  shall  be  glad  to 
address  myself  to  any  proposition  that  shall  be  put  in  tangible  fonn 
and  give  the  committee  the  benefit  of  any  judgment  I  might  have  in 
connection  with  the  general  question.  Tliese  authorities,  as  I  take  it, 
Mr.  Chairman  and  gentlemen,  settle  the  question  in  the  Sherman  bill, 
first,  as  to  whether  these  tickets  can  be  made  good  upon  any  trains  of 
any  railroad  in  the  United  States.  •  I  would  say,  Mr.  Chainnan,  that 
in  your  absence  I  had  just  addressed  myself  to  the  question  yoa  sug- 
gested yesterdaj^  that  some  of  the  attorneys  should  speak  to  the  com- 
mittee as  to  the  power  of  one  railroad  to  compel  another  railroad 
to  accept  its  ticket,  and  I  cited  a  decision  in  Massachusetts  where  the 
decision  in  a  case  like  that  was  adverse  to  the  contention. 

There  is  another  proposition  in  the  Sherman  bill,  and  that  is  the 
proposition  that  these  tickets  are  to  be  unlimited  as  to  time  of  use. 
That,  Mr.  Chairman,  is  to  me  the  most  absurd  proposition,  the  most 
unprecedented  proposition,  that  I  ever  heard  of  in  legislation.  For 
the  first  time  in  the  liistorv'  of  civilization  is  it  seriously  proposed  that 
no  statute  of  limitation  shall  apply  to  a  matter  of  contract.  By  this 
bill  the  ticket  is  to  be  good  forever.  The  ticket  holder  awaits  his  own 
convenience  as  to  when  he  shall  use  it.  If  he  gets  any  advantage  by 
reason  of  reduced  rates,  certainly  a  reasonable  limitation  upon  their 
use  ought  to  be  allowed,  and  wKat  that  limitation  shall  be  nas  been 
declared  time  and  time  again  to  be  a  *  ^  reasonable  time. ' '  The  Supreme 
Court  in  the  Lake  Shore  case  which  I  cited  yesterday,  as  the  gentle- 
men will  remember,  called  attention  to  a  provision  there,  in  the  stat- 
ute, as  to  its  invalidity,  because  the  time  was  limited  to  five  years. 
The  Supreme  Court  said,  in  substance, ' '  Whv  not  10  years  ?  Why  not 
2  \  ears?  The  legislature  had  no  power  in  itself  to  say  what  that  rea- 
sonable time  should  be,  because  that  is  a  matter  of  regiilation^which 
the  company  has  the  right  to  fix  itself.'' 

The  bill  says  further,  '*  Shall  not  be  restricted  in  passage  on  an;,  pas- 
senger train  of  any  railroad  engaged  in  interstate  commerce."  The 
bill  goes  on  to  provide  that  the  use  of  these  tickets  shall  not  be 
restricted  in  passage  on  any  passenger  train  of  any  railroad  engaged 
in  interstate  commerce  and  shall  be  redeemed  upon  presentation  at 
any  ticket  office  of  any  railroad  engaged  in  interstate  commerce  at  the 
face  value.  I  assume  that  prohibition  of  restriction  is  intended  to 
run  against  any  better  class  oi  trains  on  which  a  higher  charge  is  made, 
as  they  are  utilized  on  the  Pennsylvania  and  other  railroads.  As  to 
that,  I  do  not  care  to  take  up  time  with  it. 

Mr.  Sherman.  Do  you  call  an  increase  of  fifty  per  cent  between 
New  York  and  Chicago  a  little  increase? 

Mr.  Payson.  Well,  Mr.  Sherman,  the  use  of  these  limited  trains  is 
practically  a  luxury.  That  is  all  there  is  of  it.  The  ordinary  accom- 
modation which  the  people  demand  and  which  every  railroad  in  this 
country  furnishes  is  sumcient  for  anybody.  Nobody  wants  to  ride 
under  better  conditions  than  in  a  car  that  cost  $12,000  or  $15,000, 
upholstered  better  than  the  average  house  of  an  ordinary  citizen — bet- 
ter than  my  own  house — and  with  all  sorts  of  conveniences  and  appoint- 
ments as  good  as  a  man  gets  in  his  own  home.  In  addition  to  tnat,  if 
a  man  wants  to  ride  in  a  special  train  or  in  a  special  car,  I  do  not  see  any 
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reason  why  Congress  should  step  in  and  say  he  should  not  have  it  if  he 
pays  for  it. 

Mr.  Sherman.  You  have  not  answered  my  question  as  to  the  fifty 
per  cent  increase.  The  Twentieth  Century  Ijimited  on  the  Pennsyl- 
vania road  chaises  that. 

Mr.  Payson.  T  did  not  know  what  the  charge  was;  I  did  not  know 
as  to  that;  but  I  do  not  think  that  affects  the  question.  It  is  one  of 
those  outside  matters  that  Congress  ought  not  to  concern  itself  with. 
It  is  purely  a  matter  of  luxury.  It  is  not  intended  to  meet  the  ordinary 
pubhc  convenience  as  such,  or  serve  the  public  transportation  from  one 
metropolis  to  another.  If  a  man  wants  to  pay  for  it,  I  do  not  think 
Congress  has  the  right  to  interfere  with  it.  I  do  not  think  that 
method  of  travel  cuts  any  figure  here,  one  way  or  the  other.  If  busi- 
ness men  desire  to  pay  for  the  extra  cost  of  cutting  the  time  to  18  hours 
from  New  York  to  Ohicago,  I  do  not  think  Congress  should  or  could 

{>roperly  interfere,  so  that  the  cars  are  open  to  all.  Then  comes  the 
ast  clause,  '^  Redeemable  at  any  ticket  omce  of  any  interstate  railroad 
at  its  full  face  value.''  Well,  that  comes  within  the  same  rule  as  has 
been  pronoimced  against  in  the  Massachusetts  case,  and  presents  a 
proposition  that  on  its  face,  it  seems  to  me,  ought  not  to  commend 
itself  anywhere.  Suppose  some  little  lumber  road  up  in  Michigan 
issues  a  mileage  ticket,  or  mileage  book,  and  it  is  presented  for  redemp- 
tion at  San  Francisco,  at  the  Union  Pacific  office;  we  have  to  cash  it, 
and  we  have  to  hunt  up  the  road.  There  must  necessarily  be  some 
clearing-house  arrangement  fixed  by  which  these  things  shall  go 
through,  and  in  the  meantime  we  take  our  chances  on  getting  the 
money  back,  and  there  are  forged  tickets  to  be  guarded  against,  and 
things  to  be  taken  care  of,  and  clerical  work  to  be  done;  and  himdreds 
of  thmgs  can  be  better  elaborated  in  that  line  by  gentlemen  who  are  in 
direct  touch  with  the  operating  affairs  of  railroads  than  I.  But  on  the 
face  of  it  y;ou  have  not  the  power  to  do  it,  and  in  any  event  you  ought 
not  to  do  it,  even  if  you  had  the  power.  I  think  this  view  ought  to 
commend  itself  to  every  sensible  man  on  the  Committee. 

Mr.  Sherman.  Right  there  I,  as  the  introducer  of  the  measure, 
tliink  that  Congress  ought  not  to  compel  any  road  other  than  the 
issuingroad  to  redeem  the  ticket. 

Mr.  rAYSON.  Then  you  still  retain  in  my  mind  the  position  of  a 
sensible  man,  as  I  have  regarded  you,  lo!  these  many  years, 
[liaughter.]  But  finding  that  you  are  the  author  of  it,  and  not  find- 
ing any  man  who  favors  the  bill  except  you,  and  not  having  heard 
of  anybo-Iy  pressing  for  its  consideration  [laughter]  I  thought  per- 
haps there  might  be  good  faith  in  the  last  clause  of  the  bill 

Air.  Adamson.  I  remedied  that  mistake,  as  you  will  find,  in  the  last 
clause  of  my  bill. 

Mr.  Payson.  Then  there  are  two  of  you  who  are  sensible  men. 
[Laughter.] 

Mr.  Mann.  There  are  three  bills  pending. 

M.  Payson.  Yes.     The  Adamson  bill  I  will  come  to  presently. 

That,  Mr.  Chairman,  is  all  I  have  to  say  with  reference  to  that  par- 
ticular feature. 

The  Chairman.  Before  you  pass  that  proposition  suppose  that  the 
provision  suggested  by  Mr.  Adamson  should  be  the  provision  of  the 
law.  What  effect  would  that  have  upon  the  scalper  and  the  increase 
of  that  honest  industry  ?     [Laughter.] 
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Mr.  Patson.  Well,  that  part  of  it,  Mr.  Chairman,  I  would  rather 
not  eo  into,  for  the  reason  that  I  am  not  a  practical  railroad  man. 

\fr.  Adamson.  You  do  not  think  a  scalper  would  find  any  margin 
of  profit  in  a  thing  which  the  railroads  were  ready  to  redeem  at  cost? 

Mr.  Payson.  I  am  not  prepared  to  say  what  the  effect  of  that  might 
he  as  to  actual  loss  or  inconvenience.  I  know  that  the  railroad 
men  everywhere,  the  traffic  managers  and  passenger  agents  every- 
where, laid  a  great  deal  of  stress  on  the  inconvenience,  not  to  say  tne 
actual  loss,  that  would  occur  if  this  provision  of  the  law  should  obtain. 
They  can  give  you  the  reasons  for  that  better  than  I  can,  and  will,  I 
doubt  not,  do  so. 

The  Chairman.  It  was  suggested  here  yesterday,  as  to  the  redemp- 
tion of  the  unused  portion  or  the  ticket,  that  there  would  be  facilities 
in  every  part  of  the  coimtry,  and  that  that  would  do  away  with  the 
scalper.  If  you  struck  that  out  and  limited  the  redemption  to  one 
roao,  the  road  of  issue,  what  would  be  the  effect  as  to  the  scalping 
industry  ?     I  would  like  to  get  your  views  as  to  that  contention. 

Mr.  Patson.  I  have  no  views  to  present  to  the  committee  on  that 
which  the  committee  should  give  any  weight  to,  because  I  am  not  a 
practical  railroad  man.  I  am  simply  a  lawyer.  Though  I  claim  to 
nave  pretty  fair  intelligence,  and  though  I  have  been  a  close  observer 
of  matters  concerning  railroads  since  1  went  out  of  Congress  fifteen 
years  ago,  this  is  not  one  of  the  questions  I  have  studied. 

I  see  over  there  Mr.  Hardwick  of  the  Southern  Railway,  than  whom 
I  do  know  no  one  of  more  force  and  intelligence  whom  you  have 
before  you  to  address  you,  and  doubtless  he  will  be  heard  at  a  later 
stage  of  the  proceedings,  and  his  statement,  representing  as  he  do^s 
thousands  of  miles  of  railroad,  as  to  that  subject  would  be  worthy  of 
credit,  while  mine  would  be  simply  reflected  light. 

Now  the  Adamson  bill,  Mr.  Chairman,  I  do  not  think  would  be  bet- 
ter on  the  general  proposition,  except  as  to  the  redemption  of  the 
tickets  and  this  restriction  as  to  trains  that  I  spoke  of.  This  is 
clearly  unconstitutional,  it  seems  to  me — the  provision  with  reference 
to  mileage  books,  that  they  shall  be  good  on  all  railroads  engaged  in 
interstate  commerce.  It  says  the  railroads  on  which  they  shall  be 
good  shall  be  specified  therein.  When  you  go  to  make  a  mutual 
arrangement  ^dth  reference  to  that  and  contemplate,  too,  that  the 
action  shall  be  with  reference  to  the  interstate  roads  in  this  country, 
the  query  arises.  How  many  are  included  in  it?  As  a  matter  of  fact,  I 
am  told  this  by  Mr.  Knapp,  the  chairman  of  the  Interstate  Commerce 
Commission,  that  there  is  nardly  a  road  in  the  United  States  that  does 
not  come  under  the  jurisdiction  of  the  Interstate  Commerce  Commis- 
sion in  some  form  or  other.  Take,  for  example,  some  little  branch  line 
in  the  State  of  Washington  or  Oregon,  runnmg  under  an  independent 
organization.  If  it  has  a  package  to  carry  and  marks  it,  say,  from 
Kfickitat,  Wash.,  to  Reno,  Nev.,  and  that  package  goes  by  through 
carriage,  it  is  subject  to  the  Interstate  Commerce  Commission  and  has 
to  follow  its  schedule. 

Mr.  B^NNEDY.  Every  road  that  carries  the  mails  also  ? 

Mr.  Payson.  Yes.  The  entire  railroad  system  of  the  Union,  vast 
as  it  is,  two  hundred  and  odd  thousand  miles  of  trackage,  is  practically 
imder  the  direction  or  jurisdiction  of  that  Commission.  The  railroads 
on  which  these  tickets  shall  be  given  are  to  be  specified  therein.  Who 
is  to  determine  that?      The  man  who  wants  to  use  them?     Then  you 
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compel  the  clerical  force  of  the  company  to  fix  up  the  ticket  to  suit  his 
convenience,  specifying  where  it  shall  be  good,  and  give  it  to  him  and 
let  him  use  it  at  his  convenience. 

Now,  I  hold  in  my  hand  one  of  the  mileage  credential  scrip  books,  as 
it  is  called,  reference  to  which  was  made  here  yesterday,  and  used  by 
the  Union  Pacific  System  and  its  associates.  As  to  the  roads  in  the 
extreme  Northwest  associated  in  their  use,  while  I  have  never  counted 
them,  there  are  at  least  74  railroads  upon  which  that  script  mileage  can 
be  used.  These  railroads  have  entered  into  a  mutual  arrangement  by 
which  this  script,  as  it  is  called,  which  is  really  a  sort  of  currency  for 
the  purchase  oi  tickets  at  reduced  rates 

Mr.  Adamson.  Right  there  on  that  point  of  the  bill  you  are  discuss- 
ing, if  a  passenger  wanted  to  buv  a  book  and  did  not  wish  to  use  or 
avail  of  some  of  these  roads,  could  he  not  exclude  in  the  contact  such  of 
them  as  he  did  not  expect  to  use? 

Mr.  Payson.  Under  the  operation  of  this  bill,  of  course;  but  that 
requires,  every  time  a  man  wants  to  travel  or  make  a  journey  in  a 
way  involving  two  or  three  railroads — that  rec^uires  sitting  down 
and  fixing  up  his  itinerary  with  the  agent,  nammg  each  particular 
road  that  he  wants  to  use. 

The  point  I  am  making  is  that  some  of  the  railroads  of  the  country 
have  entered  into  this  sort  of  arrangement  by  an  agreement  pecuhar 
to  themselves,  and  there  is  a  regulation  by  law  that  a  head  or  a  chief 
officer  and  clerk  and  all  that  sort  of  thing  shall  be  estabhshed  and  a 
clearing  house  for  arranging  the  business.  But  everybody  knows 
what  they  have  got.  They  pay  for  this  scrip  book  [holding  uj)  a 
specimen]  when  tney  get  it,  and  with  it  they  buy  the  ticket  which 
tliey  want,  which  is  good  upon  any  one  of  these  roads.  But  they 
are  good  simply  because  in  the  first  instance  they  have  contracted 
among  themselves  and  agreed  to  recognize  the  ticket  thus  issued, 
not  because  it  is  a  compulsory  matter  forced  upon  them  by  Congress. 
Any  one  of  them  could  pull  out  of  it  and  have  no  right  to  complain. 
But  in  order  to  bring  about  reduced  rates  and  still  prevent  these 
tickets  from  getting  into  the  hands  of  scalpers  the  roads  have  volun- 
tarily made  this  arrangement  between  themselves.  The  Union  Pa- 
cific system  issues  this  scrip  [exhibiting  same]. 

Mr.  Mann.  Is  that  a  form  of  mileage  ticket  ? 

Mr.  Payson.  No;  this  is  scrip  currency. 

Mr.  Mann.  I  wish  you  would  explain  what  that  is. 

Mr.  Payson.  I  will.  This  is  a  simple  business.  Yon  can  buy  one 
of  these  books  for  $90  and  another  for  $50  and  another  for  $40. 

Mr.  Mann.  Of  equal  value? 

Mr.  Payson.  No,  sir.  That  is  the  amount  of  money  you  put  up. 
Then  they  give  you  a  lot  of  truck,  such  as  I  have  in  my  hands  here 
[exhibiting  same],  with  certificates.  It  is  used  by  the  traveler  as 
currency.  The  holder  presents  that,  and  he  gets  the  benefit  of  the 
reducecf  rate  that  these  companies  have  agreed  they  will  furnish. 
In  some  cases  it  is  as  low  as  2  cents  a  mile  and  in  other  cases  it  is 
higher,  and  the  only  advantage  to  the  passenger  is  that  he  has  a  cur- 
rency by  which  he  can  go  to  any  office  embraced  within  the  system 
of  railroads  cooperating  in  this  arrangement  and  get  his  transporta- 
tion over  any  or  those  Tines  of  railroad  at  the  reduced  rates  over  two 
or  more  roads.  When  he  presents  this  currency,  for  examnple,  for 
a  ticket  to  New  York  he  signs  his  name  here  [indicating].     It  is  indu- 
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plicate.  One  he  keeps  and  the  other  goes  to  the  conductor,  and  in 
the  end  it  goes  through  the  clearing  house  of  these  companies  and 
they  balance  it  up  with  each  other.  But  that  is  only  a  matter  of 
detail  in  keeping  the  accounts.  This  form  is  used  preferably  to  the 
usual  mileage  book. 

Mr.  CrsHMAN.  Where  is  the  check  on  the  transportation,  showing 
how  much  has  been  used  and  how  much  is  yet  to  be  used  % 

Mr.  Payson.  It  is  checked  up  here  on  the  slips,  so  that  it  can  be 
known  and  ascertained  how  much  has  been  used  and  how  much 
remains  unused,  but  at  the  start  the  traveler  gets  for  $90,  say,  this 
scrip,  good  for  $110  or  $115  worth  of  travel  at  usual  maximum  rates. 

The  provision  in  the  Adamson  bill  is  absolutelv  impracticable  in  a 
business  way  in  handling  the  transportation  of  this  country.  It  can 
not  be  done. 

Mr.  Ryan.  That  is  pretty  tough,  Adamson.     [Laughter.] 

Mr.  Payson.  When  I  say  that  I  merely  repeat  what  I  am  told  by 
railroad  gentlemen — practical  traffic  men. 

Mr.  Mann.  I  suppose  the  committee  understands  your  explanation, 
Judge,  but  to  me  it  is  just  as  clear  as  thick  mud.  [Laughter.]  Never 
havmg  had  occasion  to  use  those,  I  have  not  the  slightest  idea  of  what 
they  mean. 

Mr.  Adamson.  I  think  the  explanation  is  that  it  does  voluntarily 
what  our  plan  is  to  do. 

Mr.  Payson.  Yes.  This  leaf  [indicating]  is  onlv  one  part  of  the  lit- 
erature contained  in  it.  It  is  simply  presenteci  as  a  sample  of  the 
method  of  doing  the  business.  The  scrip  is  a  currency  for  which  over 
aU  the  roads  in  the  association  reduced  rates  may  be  had. 

Mr.  Sherman.  Something  in  the  nature  of  express  checks? 

Mr.  Payson.  I  never  used  one,  but  if  they  repre^sent  value  I  should 
say  so.  But  I  have  injected  this  into  this  discussion  simply  to  show 
that  there  are  instances  where  the  principle  intended  to  be  covered  by 
the  Adamson  bill  is  already  voluntarily  followed  by  certain  railroads. 
There  are  certain  railroads  that  voluntarily  enter  into  an  arrangement 
by  which  they  will  agree  to  accept  the  tickets  from  some  other  roads 
which  are  specified  on  the  tickets  themselves  if  you  belong  to  this 
association. 

Mr.  Adamson.  You  admit  that  there  are  a  large  number  of  rail- 
roads engaged  in  that  or  a  plan  similar  in  detail,  and  yet  you  say  it  is 
unconstitutional  for  Congress  to  do  that.  You  say  Congress  can  not 
do  that,  while  they  are  doing  it  themselves  in  a  certain  way. 

Mr.  Payson.  Y^'es,  sir.  There  are  many  things  that  I  might  suggest 
to  you,  Mr.  Adamson,  w^hich  are  done  every  day  in  railroading,  and 
which  you  participate  in — done  by  the  railroads  voluntarily — things 
which  Confess  could  not  compel  them  to  do,  as  excursion  party 
rates,  special  rates  to  laborers,  etc. 

Mr.  CusHMAN.  There  are  certain  things  that  a  man  can  do  of  his  own 
vohtion? 

Mr.  Payson.  Yes. 

Mr.  CusHMAN.  He  can  get  married  if  he  wants  to,  but  there  is  no 
legislative  power  to  compel  him  to  get  married?      [Ijaughter.] 

Mr.  Payson.  No.  But  let  us  keep  the  illustration  a  little  bit 
better  in  hand.  In  the  South  some  of  the  railroads  along  the  sea- 
board have  petitioned  the  Interstate  Commerce  Commission  to  allow 
them  to  malce  a  special  passenger  rate  from  the  North,  because  of 
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the  demand  for  oyster  shuckers  down  there,  and  the  Commission  will 
soon  issue  an  order  allowing  for  a  lowering  of  the  rate 

Mr.  Ha«dwick.  The  Interstate  Commerce  Commission  has  issued 
the  order,  I  understand. 

Mr.  Payson.  You  could  not  compel  them  to  do  that,  but  on 
account  of  the  appeal  made  by  people  down  there  who  had  hundreds 
of  thousands  of  bushels  of  oysters  going  to  waste  for  lack  of  people 
to  shuck  them,  the  Commission  have  allowed  those  roads  to  reduce 
the  rate  for  the  transportation  of  people  to  do  that  work.  The  road 
could  not  be  compelled  to  do  this,  but  to  promote  the  prosperity  of 
the  locality  by  preparing  the  oyster  for  market  and  securing  a  high 
class  of  freight  for  themselves  they  do  it.  In  like  manner,  cheap 
rates  for  laborers  to  the  cotton  fields  and  to  the  beet  sugar  farms.  All 
these,  voluntary  acts  bj'^  the  railroads,  but  which  could  not  be  compelled. 

Now,  take  tiie  case  of  excursion  trains.  You  can  not  compel  a 
railroad  to  carry  excursionists  at  excursion  rates,  and  yet  there  is  a 
little  branch  line  road  near  here  called  the  Annapolis  Branch  of  the 
Baltimore  and  Ohio  Railroad  running  from  Annapolis  Junction  to  Bay 
Ridge,  Maryland,  where  every  summer  they  run  excursion  trains 
from  Washington  by  the  Baltimore  and  Ohio  to  Annapolis  Junction 
and  then  by  this  branch  line  to  Bay  Ridge,  altogether  a  distance  of 
about  46  miles,  at  one-half  cent  a  mile,  or  perhaps  less. 

Mr.  Richardson.  I  suppose  they  discriminate? 

Mr.  Payson.  Undoubtedly. 

Mr.  Richardson.  Do  you  recognize  the  right  we  have  to  expedite 
the  transportation  of  perishable  proprety? 

Mr.  Payson.  Undoubtedly.  That  is  ^'regulation."  There  is  a 
right  to  ship.  If  a  man  has  perishable  property  he  has  the  right  to 
have  it  transported  expeditiously. 

Mr.  Richardson.  Give  it  a  preference? 

Mr.  Payson.  Yes;  as  to  live  stock  and  perishable  property  like 
vegetables  and  fruit.  You  undoubtedly  have  the  right,  because  it 
comes  under  the  principle  of  the  '  'regulation"  of  the  traffic. 

Mr.  Richardson.  What  distinction  do  you  draw  between  perish- 
able property  and  the  oyster? 

Mr.  Payson.  Oh,  the  question  was  not  of  transportation  of  the 
oyster.  I  was  simply  talking  about  hauling  people  down  there  at 
a  cheaper  rate  to  shuck  the  oysters;  that  it  was  a  discrimination  as 
to  rates,  but  not  an  unjust  one;  that  the  roads  did  it,  but  could  not 
be  compelled  to  do  it. 

Mr.  Adamson.  You  may  be  right  on  this  question,  but  I  will  not 
entirely  accept  the  illustration  suggested  by  you  and  Mr.  Cushman, 
of  voluntary  marriages  not  covered  oy  law.     [Laughter.] 

Mr.  Payson.  There  are  hundereds  of  things  of  this  character,  Mr. 
Adamson,  that  railroad  companies  may  do,  and  do  rightly  and  propn 
erly,  but  which  Congress  could  not  compel  them  to  do  3  it  desired;  and 
that  distinction  is  clearly  made  in  the  Lake  Shore  case  that  I  read 
here  yesterday.     In  that  case  the  distinction  is  clearly  recognized. 

Mr.  Richardson.  Don't  you  think,  as  a  legal  proposition,  that 
Congress  is  confined  alone  m  its  jurisdiction  to  see  that  the  rate  is 
reasonable  and  fair  ? 

Mr.  Payson.  Undoubtedly,  that  is  the  limit  of  its  authority. 
Everything  else  is  a  means  to  an  end.  Then,  the  proposition  comes  in. 
What  is  the  best  way  to  do  it  ? 
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Mr.  Richardson.  The  conduct  of  the  raiboad  is  subject  to  the 
Government  in  charge  of  it? 

*^'  Mr.  Payson.  Yes;  and  the  rate  must  be  reciprocal,  not  only  to  the 
public  but  among  themselves. 

p'  Mr.  Adamson.  All  Congress  does  as  to  the  interchange  of  tickets 
and  operating  imder  that  arrangement  is  to  say,  ''Your  rate  and 
prices  are  not  reasonable.     What  are  reasonable  ?" 

Mr.  Payson.  No;  jou  would  not  say  that  on  discussion,  and  you 
would  not  have  the  ri^ht  to  say  it  if  you  wanted  to,  because,  first,  they 
have  a  right  to  enter  into  any  contract  relation  they  please  as  to  the 
issue  and  value  and  the  expense  of  tickets  on  other  roads  not  in  viola- 
tion of  law. 

Mr.  Adamson.  Suppose  the  rates  are  not  reasonable? 

Mr.  Payson.  That  is  another  proposition.  Whether  the  rates  are 
reasonable  or  not  is  a  matter  connected  with  the  details  of  transporta- 
tion. There  is  a  very  clean  distinction  between  tickets  whicn  evi- 
dences the  right  you  have  to  ride  from  New  Orleans  to  San  Francisco 
over  our  line,  the  Santa  Fe  system,  or  whether  we  will  agree  with  the 
Southern  Railway  Company,  for  example,  to  accept  their  tickets 
when  presented. 

Mr.  Adamson.  Suppose  we  provided  that  instead  of  compulsion  to 
the  railroads  to  enter  mto  these  arrangements  and  redeem  tnese  tick- 
ets— suppose  we  say  that  those  railroads  that  do  enter  into  those 
arrangements  such  as  you  have  described  shall  do  so  at  certain  rates. 
Is  that  constitutional  ? 

Mr.  Payson.  I  do  not  think  I  will  commit  myself  on  that.  That  is 
not  involved  in  any  of  these  bills.  When  you  propose  to  do  that  the 
question  will  then  be  presented. 

Mr.  Adamson.  We  are  simply  trying  to  reach  the  trouble  and  rem- 
edy it. 

Mr.  Payson.  The  principle  of  yom*  bill,  H.  R.  21572,  if  there  is  any 
principle  in  it — I  do  not  say  this  in  a  disrespectful  way — is  that  the 
road  snail  issue  the  tickets  or  mileage  books  wnen  rec[uested  good  upon 
any  road  engaged  in  interstate  commerce.  That  is  the  proposition; 
not  that  it  may  be  modified  in  some  way,  but  there  is  the  proposition. 
The  question  is  whether  that  ought  to  be  approved  by  this  committee. 
The  courts  hold  that  the  legislature  has  no  such  power. 

Mr.  Adamson.  We  are  talking  here  with  a  view  to  arriving  at 
intelKgent  legislation.  Suppose  that  language  were  amended  so  as  to 
say  that  the  roads  now  engaged  in  that  operation,  or  that  will  be 
engaged  in  that  sort  of  operation — we  are  considering  that  subject 
now 

Mr.  Paysoi^.  I  will  give  you  my  idea  as  to  that  before  I  conclude 
here. 

Mr.  Bartlett.  May  I  ask  you  a  question? 

Mr.  Payson.  Certamly. 

Mr.  Bartlett.  I  did  not  have  the  pleasure  of  being  here  yesterday 
when  you  addressed  the  committee,  but  I  caught  from  what  you  said 
this  morning  that  without  requirement  on  the  part  of  Congress  the 
railroads  with  which  you  are  connected  had  issued  these  mileage 
tickets  at  2  cents  a  mile  and  that  they  were  recognized  on  other  roaos, 
but  that  a  statute  of  Congress  compelling  those  roads  to  do  that  sort  or 
thing  would  be  imconstitutional,  even  if  such  a  rate  were  a  reasonable 
rate. 
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Mr.  Payson.  I  have  not  said  that.  I  have  addressed  myself  to  the 
Sherman  bill  and  as  to  existing  conditions.  We  know  what  the  con- 
ditions are.  There  is  not  a  place  in  this  Union  where  a  2-cent  rate 
obtains  by  law  except  in  the  State  of  Ohio. 

Mr.  Bartlett.  Then  the  ground  of  unconstitutionality  would  be 
that  it  is  confiscatory? 

Mr.  Payson.  Yes,  sir;  that  it  would  be  depriving  the  company  of 
its  property  without  just  compensation  or  due  process  of  law. 

Mr.  Bartlett.  In  the  event,  though,  that  it  should  be  determined 
that  such  a  rate,  a  2-cent  rate,  was  a  reasonable  rate,  not  such  a  rate  as 
to  deprive  the  railroads  of  their  property  without  due  process  of  law  or 
without  just  compensation,  would  in  yoiu*  judgment  such  a  provision 
be  constitutional  to  compel  a  railroad  to  accept  such  rate? 

Mr.  PaYsoN.  I  should  say,  in  an  offhand  way,  that  I  do  not  see  any 
objection  to  that.  If  the  proposition  given  is,  that  the  rate  is  a  rea- 
sonable rate,  then  I  see  no  objection  to  the  mileage  books  to  evidence 
that.  But  that  is  not  the  proposition  we  are  (fiscussing.  We  dis- 
cussed the  Sherman  bill  here  yesterday,  in  your  absence,  on  the  basis 
of  existing  conditions — what  the  mileage  rate  is  everywhere,  what  it 
is  in  different  localities,  and  the  conceded  fact  that  the  Sherman  bill 
proposes  a  rate  which  is  less  than  the  established  rate  in  any  place  in 
this  Union,  except  in  Ohio,  as  to  interstate  commerce. 

Mr.  Bartlett.  Then  it  would  be  unconstitutional  in  its  applica- 
tion, and  not  in  its  terms  or  its  substance? 

Mr.  Payson.  It  is  unconstitutional  as  a  legal  proposition,  and  when 

fou  come  to  apply  it  you  can  not  do  so,  because  it  is  unlawful  to  do  it. 
f  the  compensatory  rate  was  in  fact  2  cents  a  mile,  I  could  see  no 
objection  to  issuing  a  mileage  book  on  a  2-cent  basis.  But  nothing 
could  be  gained  by  that.  Whenever  a  man  wanted  to  travel  he  need 
not  put  up  $40.  He  puts  up  $10  from  here  to  New  York  and  gets  his 
transportation.  It  is  only  on  the  European  plan — a  man  gets  what  he 
pays  for.  But  all  these  other  things  are  devices  by  whicn  somebody 
may  get  a  less  rate  out  of  the  company  than  the  average  citizen  gets. 

Mr.  Bartlett.  I  can  very  well  see  how  the  courts  might  decide 
that  the  State  law  which  would  reduce  a  rate  below  that  wnich  might 
be  authorized  in  the  charter  granted  to  the  railroad  would  be  uncon- 
stitutional, on  the  ground  that  it  impaired  the  obligations  of  a  con- 
tract; but  I  did  not  see  how  you  could  apply  that  rule  to  the  Congress 
of  the  United  States,  because  the  Constitution  of  the  United  States 
has  no  such  provision  in  it. 

Mr.  Payson.  That  phase  has  not  been  discussed  yet.  That  is  all  I 
care  to  say,  Mr.  Chairman,  with  reference  to  the  specific  propositions 
of  these  two  bills. 

Mr.  Mann.  Let  me  see  if  I  understand  that  proposition  of  Judge 
Bartlett^s.  Is  your  contention  that  if  Congress  should  require  the 
issuance  of  mileage  books — say,  at  the  same  rate  that  exists  as  to  sin- 
gle-trip tickets — that  that  would  be  a  mere  regulation  and  constitu- 
tional? 

Mr.  Payson.  I  simply  say  that  at  the  moment  I  see  no  reason  to 

aiestion  it,  but  I  do  not  see  how  the  question  would  ever  present  its- 
f ,  because  I  do  not  see  how  a  man  would  want  to  buy  a  mileage  book 
at  the  regular  rate  of  local  traflfic.  But  I  do  not  hola  one  way  or  the 
other  about  it.  The  proposition  was  injected  here  through  misappre- 
hension on  account  or  the  absence  of  a  Member  yesterday,  and  I  say 
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simply  that  the  question  has  not  been  discussed.  I  am  not  prepared 
to  give  an  authontative  opinion,  as  to  myself,  concerning  it,  out  I  see 
no  reason  for  not  acquiescing  in  the  proposition  of  my  friend  from 
Georgia  [Mr.  Bartlett.] 

ifr.  Mann.  Then  if  the  proposition  is  to  reduce  the  mileage  rate  on 
the  single  ticket,  that  is  not  a  regulation  and,  not  being  a  regulation, 
is  without  the  authority  of  Congress? 

1^.  Payson.  That  is  what  I  stated,  and  the  Supreme  Court  has 
decided  that  in  two  cases,  and  the  State  of  Michigan  and  the  State  of 
Virginia. 

Mr.  Bartlett.  Have  you  given  the  cases? 

Mr.  Payson.  Yes,  sir;  that  was  done  during  your  absence.  The 
last  decision  in  Virginia  was  November  22,  1906.  It  is  a  very  recent 
case.  It  has  not  been  reported  yet  in  the  books,  but  this  [exhibiting] 
is  a  copy  of  the  opinion. 

Approaching,  then,  Mr.  Chairman,  the  general  proposition  in  the 
last  two  bills,  assuming  that  the  Adamson  Dili  mignt  be  amended  by 
striking  out  the  proviso,  it  then  remains  practically  the  same,  as  far  as 
this  discussion  is  concerned,  as  the  bill  of  the  gentleman  from  Ohio, 
Mr.  Kennedy;  that  is,  providing  for  a  flat  2-cent  rate  on  all  railroads 
in  the  Union.  It  is  to  that  question  that  I  now  address  myself,  and  I 
desire  to  repeat  again  what  I  said  yesterday,  Mr.  Chairman,  that  in 
my  judgment  there  has  never  been  as  important  a  question  discussed 
in  this  committee  room  as  this  question,  nor  involving  as  large  affairs, 
nor  which  would  be  as  disastrous  in  results,  if  the  results  were  wrong, 
as  the  proposed  action  under  these  bills. 

It  woula  be  best  illustrated,  perhaps,  when  I  state  the  clientage  which 
I  have.  My  cUents  are  the  Union  Pacific  system,  as  it  is  known 
among  railroad  men,  embracing  the  general  system  of  railroads  from 
Kansas  Citjr  north  and  west,  and  from  Omaha  north  and  west,  known 
as  the  "Union  Pacific  system, '^  the  "Southern  Pacific  system;'^  the 
aggregate  mileage  of  botn  being  15,124  miles  of  trackage,  extending  on 
the  South  to  New  Orleans,  western  Louisiana,  Texas,  New  Mexico, 
southern  California,  to  San  Francisco;  thence  north  to  Portland,  Ore- 
gon, east  from  there  to  Ogden.  Five  miles  west  of  Ogden  is  the  South- 
em  Pacific  system.  The  two  extreme  portions  of  the  country  are 
embraced  within  its  limits.  The  systems  are  operated  in  13  States  of 
the  Union  and  in  the  2  Territories  of  Arizona  and  New  Mexico.  There 
is  not  a  railroad  system  in  the  country  or  in  the  world  that  presents  as 
^eat  a  diversity  of  conditions  as  do  these  two  systems  now  embraced 
m  what  is  known  as  the  "  Harriman  lines."  In  other  words,  the  Har- 
riman  hnes,  as  operated  to-day,  embrace  a  greater  variety  of  all  sorts 
of  conditions,  every  one  of  which  must  be  taken  into  consideration  in 
determining  what  a  reasonable  rate  is,  than  any  other  railroad  system 
in  the  whole  world.  Not  only  are  the  main  Unes  involved,  but  there 
Me  connected  with  the  different  systems,  without  stopping  to  read 
them,  fourteen  large  branch  lines  that  are  operated  independently — I 
mean  independent  corporations,  but  under  the  control  of  the  parent 
companies;  there  are  twelve  brangh  lines  of  the  Oregon  Navigation 
and  Kailroad  Company,  two  leased  lines  in  addition  outside  of  its  own 
line,  and  there  are  independent  branches  of  the  Oregon  Short  Line; 
there  are  eleven  branches  of  the  Union  Pacific  main  Tine,  and  on  the 
Kansas  Pacific  there  are  eight  branches  in  Kansas  and  one  in  Colorado. 

This  little  folder  map  which  I  hold  in  my  hand  [exhibiting]  upon 
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which  are  colored  in  red  the  lines  which  I  represent,  and  which  are 
involved  under  the  terms  of  this  bill,  gives  in  a  very  graphic  way  the 
different  lines  of  road  indicated,  and  you .  will  see  from  an  exam- 
ination of  it  how  numerous  they  are  in  the  total.  Here  also  can  be 
seen  the  number  of  little  branch  lines,  particularly  in  the  Southwest, 
and  then  in  the  West  and  Northwest,  and  the  condition  of  the  track- 
age system.     I  have  said  the  total  mileage  is  15,124  miles. 

Then  the  Question  that  suggests  itself  at  the  threshold,  Mr.  Chair- 
man, is  whetner  a  blanket  rate  of  2  cents  a  mile  is  a  proper  thing  to 
apply  to  that  system  of  roads.  I  leave  out  of  consideration  for  the 
present  other  railroads  in  the  country,  except  for  purposes  of  illus- 
tration. I  insist,  Mr.  Chairman,  that  these  bills  are  palpably  unjust 
and  unfair  on  their  face.  They  provide  for  a  general  absolute  uni- 
formity of  rates  as  to  all  interstate  roads,  and  therefore  for  practically 
all  roads  in  the  Union;  and  while  at  the  threshold  it  may  be  that  for 
the  trunk  lines,  for  such  roads  as  the  Pennsylvania,  the  Baltimore 
and  Ohio,  the  New  York  Central,  the  New  lork.  New  Haven  and 
Hartford,  who  have  trains  as  freauent  and  as  long  as  can  be  speedily 
hauled,  and  every  car  practically  filled  to  its  utmost  capacity, 
2  cents  a  mile  might  be  profitable,  yet  no  such  rule  can  be  appUed  to 
the  Western  and  Southern  roads  where  the  full  demand  on  tne  part 
of  the  public  is  satisfied  by  infrequent  trains  used  by  but  few  passengers. 

It  is  utterly  absurd,  it  seems  to  me,  Mr.  Chairman,  to  apply  a  rule 
fixing  2  cents  a  mile  as  the  rate  on  the  comparatively  compact  lines 
of  the  eastern  roads,  with  low  grades  and  cneap  fuel,  and  a  similar 
rate  to  the  Western  roads,  in  the  foothills  of  the  mountains  and  in  the 
mountains  themselves  with  violent  grades,  with  sharp  curves  and 
timnels,  and  obstacles  to  cheap  operation.  The  volimie  of  business 
may  be  greater  on  one  line  than  on  another,  and  yet  the  cost  of  con- 
struction and  maintenance  may  be  largely  less;  and  to  enforce  the 
same  rate  in  both  cases  would  be  palpably  imjust  to  one.  Nothing 
could  be  clearer,  in  the  light  of  experience,  than  that  the  greatest  variety 
exists  in  the  capacities  of  roads,  so  that  it  is  absolutely  impossible  to 
fix  a  fair  blanfeet  rate. 

Now,  I  take  it,  Mr.  Chairman,  that  the  proposition  will  not  be  dis- 

guted — ^it  runs  through  all  the  books,  and  will  be  conceded  by  any 
•iend  of  this  legislation — that  every  railroad  is  entitled  to  reasonable 
eompensaion  for  the  service  which  it  renders.  The  kind  of  business, 
the  amount  of  the  business,  and  the  cost  of  it  are  necessary  factors. 
None  of  them  can  be  disregarded.  They  are  necessary  m  deter- 
mining the  rate,  and  in  connection  with  tlie  cost  of  the  plant.  Now, 
these  elements,  as  I  name  them,  must  be  considered  as  absolutely 
controlling :  First,  the  fair  origiaal  cost  of  the  construction  of  the  line; 
second,  the  amoimt  expended  in  permanent  improvements;  third, 
the  operating  expenses,  including  taxes;  next,  the  expenses  of  mainte- 
nance of  right  of  way,  and  fixed  charges,  interest,  oividends,  and  so 
forth.     This  is  as  to  cost. 

Now  that  these  elements  are  absolutely  necessary  to  be  considered 
by  the  rate-making  power  has  been  expressly  decided  by  the  Supreme 
Court  of  the  Unitea  States.  I  read  rrom  the  leading  case  of  Smi^ 
Y.  Ames  in  169  U.  S.,  and  in  this  book,  which  is  my  edition  of  the 
Supreme  Court   Reports,   the  Lawyers'    Reports  Annotated,    169, 

Smith  V.  Ames  (vol.  42,  p.  849) 

Mr.  EsoH.  Is  that  what  is  known  as  the  Nebraska  case? 
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Mr.  Payson.  Yes.  On  page  849  of  this  compilation  (vol.  42,  U. 
S.  Supreme  Court  Reports,  167,170,)  Mr.  Justice  Harlan's  opinion 
is  given;  and  before  I  read  that,  let  me  say  it  is  the  leading  case 
on  the  question  of  the  application  of  reasonable  rates  as  apphed  to 
different  conditions.  It  is  the  most  exhaustive  opinion  I  have  ever 
seen  on  that  question.  It  was  delivered,  I  say,  by  Mr.  Justice 
Harlan,  and  it  occiipies  many  pages  here,  and  involves  some  other 
questions  to  which  1  will  call  your  attention  later.  But  the  precise 
point  now  is  found  on  page  849.  The  point  in  this  case  was  wiiether 
the  rates  in  Nebraska,  which  were  confessedly  40  per  cent  higher 
than  those  charged  for  similar  service  in  the  adjoining  State  of 
Iowa,  were  such  a  difference  of  rates  as  would  warrant  the  court 
in  interfering.  In  accordance  with  the  rate  fixed  by  the  Iowa  Com- 
mission, 40  per  cent  was  the  difference;  and  the  court  goes  on  and 
takes  into  accoimt  what  must  be  considered  in  determimng*  whether 
the  rate  is  reasonable.  The  Supreme  Court  decided  in  that  case 
that  a  difference  of  40  per  cent  m  the  charges  for  the  same  service 
in  adjoining  States  was  not  unreasonable,  and  the  people  of  Nebraska 
had  to  submit  to  that 

Mr.  Bartlett.  May  I  interrupt  you  there  to  ask  a  question? 

Mr.  Payson.  Yes,  sir. 

Mr.  Bartlett.  On  the  contrary,  did  they  not  decide  as  to  the 
action  of  the  Nebraska  legislature  or  commission  that  the  rate  they 
fixed  was  too  low  and  confiscatory;  not  that  the  rate  then  in  exist- 
ence was  the  rate  that  ought  to  be  permitted  to  stand,  but  that  the 
rate  that  the  Nebraska  Commission  fixed  was  too  low? 

Mr.  Payson.  Not  as  you  put  it;  but,  on  the  contrary,  they  held 
that  the  rates  fixed  by  the  railroad  company,  and  which  the  railroad 
company  was  enforcing,  and  which  were  40  per  cent  higher  than 
those  in  Iowa,  were  not  unreasonable  rates,  and  the  railroad  com- 
pany might  go  on  and  collect  them.     That  was  what  they  decided. 

MT.  Mann.  I  do  not  see  how  they  could  decide  that,  because  that 
was  not  before  them. 

Mr.  Payson.  On  the  contrary,  there  was  nothing  else  before  them, 
than  the  question  as  to  whether  the  railroad  rates  Were  unreasonable, 
as  being  largely  in  excess  of  the  Commission  rates. 

Mr.  ilANN.  No,  what  was  before  them  was  whether  the  rates  fixed 
by  the  Nebraska  Commission  were  unconstitutional.  That  is  all  the 
Supreme  Court  passed  upon,  and  the  Supreme  Court  in  that  case  and 
in  every  other  case  that  has  been  before  it  has  expressly  declined  to 
sav  what  are  reasonable  rates. 

"^fr.  Payson.  But  they  did  say  that  in  the  case  before  them  the 
railroad  rates  were  not  unreasonable,  and  that  the  road  was  not 
compelled  to  adopt  the  Commission  rates  in  the  then  situation  in 
Nebraska.     They  decided  that  in  every  case. 

Mr.  Mann.  The  rates  fixed  were  not  reasonable  rates? 

Mr.  Payson.  No;  they  put  it  on  the  ground  that  the  records  showed 
that  the  railroad  rates  were  not  unreasonably  high,  and  necessarily 
that  the  Commission  rates  were  unreasonably  low 

Mr.  Mann.  We  had  all  that  up  in  the  discussion  of  the  rate  bill. 

Mr.  Payson.  Yes;  but  it  may  be  barely  possible,  Mr.  Mann,  that  in 
the  application  of  this  case  the  conclusion  you  came  to  in  the  other 
proposition  may  not  be  the  conclusion  you  come  to  in  this  one.  That 
18  barely  possible. 
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Mr.  Mann.  That  is  often  the  case. 

Mr.  Payson.  The  Supreme  Court  in  Smythe  vs.  Ames  fixes  the  data 
upon  which  reasonable  rates  should  be  ascertained.  The  court  in  this 
case  said : 

We  hold,  however,  that  the  basis  of  all  calculations  as  to  the  reasonableness  of  rates 
to  be  chained  by  a  corporation  maintaining  a  highway  under  l^islative  sanction  must 
be  the  fair  value  of  the  property  being  useaby  it  for  the  convenience  of  the  public,  and 
in  order  to  ascertain  that  value,  the  original  cost  of  construction,  the  amount  expended 
in  pennanont  improvements,  the  amount  and  market  value  of  its  bonds  and  stocks,  the 
present  as  compared  witn  the  original  cost  of  construction,  the  probable  earning  capa- 
city of  the  property  under  particular  rates  prescribed  by  statute,  and  the  sum  required 
to  meet  operating  expenses,  are  all  matters  for  consideration,  and  are  to  be  given  such 
weight  as  may  be  just  and  right  in  each  case.  We  do  not  say  that  there  may  not  be 
other  matters  to  be  regarded  in  estimating  the  value  of  the  property.  WTiat  the  company 
is  entitled  to  ask  is  a  fair  return  upon  the  value  of  that  wnich  it  employs  for  the  public 
convenience.  On  the  other  hand,  what  the  public  is  entitled  to  demand  is  that  no 
more  be  exacted  from  it  for  the  use  of  a  public  highway  than  the  servicer  rendered  by 
it  are  reasonably  worth.  But  even  upon  this  basis,  and  determining  the  probable 
effect  of  the  act  of  1893  by  ascertaining  what  would  have  been  its  effect  if  it  had  been 
in  operation  during  the  three  years  immediately  preceding  its  passage,  we  perceive  no 
gix)und  on  the  record  for  reversing  the  decree  of  the  circuit  court.  On  the  contrary, 
we  are  of  opinion  that  as  to  most  of  the  companies  in  question  there  would  have  been, 
under  such  rates  as  were  established  by  the  act  of  1893,  an  actual  loss  in  each  of  the 
years  ending  June  30,  1891,  1892,  and  1893;  and  that,  in  the  exceptional  cases  above 
stated,  when  two  of  the  companies  would  have  earned  something  above  operating 
expenses,  in  particular  years,  the  receipts  or  gains  above  operating  expenses  would 
have  been  too  small  to  affect  the  general  conclusion  that  tne  act,  if  enforced,  would 
have  deprived  each  of  the  railroad  companies  involved  in  these  suits  of  the  just  com- 
pensation secured  to  them  by  the  Constitution.  Under  the  evidence  there  is  no  ground 
for  saying  that  the  operating  expenses  of  any  of  the  companies  were  greater  than  nec- 
essary. 

Now,  there  is  an  authoritative  exposition  of  the  factors  which  at 
least  must  be  considered.  This  two-cent  blanket  rate  simply  fixes 
the  arbitrary  judgment.  I  do  not  want  to  put  it  as  deliberate  as  that, 
Mr.  Chairman;  but  it  fixes  the  arbitrary  guess  of  this  committee  as  to 
what  reasonable  rates  would  be,  in  place  of  the  detailed  investigation 
that  the  law  requires  before  you  come  to  a  conclusion,  which  you 
would  be  justified  in  arriving  at,  and,  more  than  that,  you  fix  the 
length,  too,  which  is  so  great  that  not  everybody  can  accommodate 
himself  to  it,  although,  according^  to  the  old  fable  of  the  bed,  if  a  man 
is  too  long  you  cut  him  off  to  fit  it.  and  if  he  is  too  short  you  stretch 
him  out.  That  is  to  say,  you  put  the  same  rate  on  the  little  branch 
hne,  say,  from  Maricopa  to  Phoenix  on  the  Southern  Pacific  system, 
that  you  put  on  the  great  and  busy  lines  from  Washington  to  New 
York  City. 

Some  years  ago  I  had  occasion  to  go  to  Ix)s  Angeles  to  try  a  suit  in 
which  the  Southern  Pacific  was  interested,  and  while  there  I  had 
occasion  to  go  to  Phoenix  in  connection  with  a  matter  relating  to  the 
construction  of  a  piece  of  railway,  which  has  since  then  been  constructed 
there.  The  junction  of  the  main  and  branch  lines  was  Maricopa;  and 
at  that  time  and  until  a  few  years  ago  it  consisted  of  a  very  small 
and  primitive  station-house,  in  the  second  story  of  which  lived  the 
baggage-master,  the  ticket  agent,  the  railroad  telegraph  operator, 
the  commercial  telegraph  operator,  and  all  combined  in  one  person. 
[Laughter.]  There  was  a  little  room  at  the  end  for  the  freight  and 
paggage  that  came  in,  and  also  two  little  houses  where  the  section  men 
lived,  and  also  what  pretended  to  be  a  country  store,  the  stock  of 
which  was  largely  canned  goods  and  little  souvenirs  of  that  country, 
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the  principal  of  which  were  specimens  of  the  Gila  monster,  which  were 
sold  as  souvenirs.  That  was  the  principal  station  on  the  line  of  that 
road  between  Tucson  and  Yuma.  It  had  a  water  tank,  and  the  water 
was  hauled  in  tank  cars  and  pumped  up  into  the  tank  for  the  use  of 
engines  in  emergencies  when  they  needed  water.  The  train  from 
Maricopa  to  Phoenix  was  composed  of  two  cars,  one  covering  the 
requirements  of  baggage  car  and  smoker  and  a  day  coach,  and  it  made 
one  round  trip  a  day.  There  were  two  paying  passengers  and  three 
passengers  in  all,  1  being  one  of  the  three,  but  riding  deadhead. 
There  were  but  three  passengers  on  that  trip.  The  coal  burned  in  that 
engine  w^as  brought  from  Australia.  It  was  before  the  absorption  of 
the  Southern  Pacific  system  by  the  Harriman  system.  At  that  time 
the  Southern  Pacific  did  not  mine  a  pound  of  coal  on  the  eleven 
thousand  miles  of  road  it  had,  and  the  coal  that  was  burned  in  that 
engine,  as  I  learned  in  talking  with  the  engineer  and  afterward  veri- 
fied the  fact  at  San  Francisco,  came  from  Australia.  That  coal,  as 
fuel,  was  eked  out  by  mesquite  roots  and  stuff  gathered  here  and  there 
to  help  out  and  economize  the  coal  business.  Two  days  afterwards 
five  passengers  came  back  on  the  return  trip — ^four  pay  passengers  and 
one  deadhead.  Many  passenger  trains  on  the  main  fine  had  to  carry 
an  extra  tank  car  besides  the  ordinary  tank  on  tender  to  supply  the 
lack  of  water  that  prevailed.  The  forward  car  was  for  Mexicans  and 
greasers,  and  the  rear  car  was  for  other  passengers.  That  was  the 
outfit  of  that  train. 

The  water  was  hauled  in  to  supply  the  lack  that  existed  in  that 
country  and  if  they  could  not  get  a  supply  at  Phoenix  they  got  it 
from  the  Maricopa.  There  were  three  bags  of  mail  in  the  mail  train 
going  in  and  two  coming  out,  neither  one  of  which  was  filled,  and  the 
amount  of  express  matter  that  was  in  that  car  could  be  hauled  in  an 
ordinary  spring  wagon,  such  as  those  that  deliver  baggage  about  these 
streets. 

Now,  then,  on  the  other  hand,  I  go  down  here  to  the  Pennsylvania 
station,  going  to  New  York 

Mr.  Mann.  The  Government  would  not  have  lost  very  much  if  it 
had  carried  all  those  passengers  and  freight  itself.      [Ijaughter.] 

Mr.  Payson.  No,  sir;  but  yesterday,  Mr.  Mann,  if  you  will  pardon 
me  for  refreshing  your  recoflection,  when  mention  was  made  of  the 
large  number  of  lines  in  these  sparsely  settled  regions  that  were  doing 
a  passenger  business  at  a  loss,  you  intimated  sarcastically  that  they 
seemed  to  be  running  a  sort  oi  eleemosynary  institution.  I  say  to 
vou,  Mr.  Mann,  that  it  can  be  verified  by  every  traffic  agent  that  has 
looked  into  the  matter  and  has  run  it  down  that  there  is  not  a  line  of 
road  west  of  southern  Mississippi  and  west  of  the  Missouri  River  that 
operates  to-day  its  passenger  system  except  at  a  loss. 

Mr.  Mann.  But  they  make  it  up 

Mr.  Payson.  They  make  it  up  out  of  their  treasury. 

Mr.  Mann.  They  usually  make  it  up  out  of  the  freight  business,  or 
else  go  into  bankruptcy  very  speedily.  Now,  if  the  railroads  have  a 
right  under  the  law  to  run  passenger  ousiness  at  a  loss  and  make  it  up 
out  of  the  freight  business,  so  that  the  road  pays  a  profit  out  of  the 
entire  business,  the  question  is  whether  Congress  has  not  the  right  to 
say  whether  they  shall  make  up  a  little  more  or  a  little  less. 

Mr.  Payson.  There  is  a  better  way  of  stating  it  than  that,  if  you 
will  pardon  me — a  better  way  by  a  great  deal 


72   ;         RAILROAD  PASSENGER   FARES  AND   MILEAGE   TICKETS. 

Mr.  Mann.  I  have  no  doubt  you  can  state  it  much  better  than  I  can. 

Mr.  Payson.  No;  I  do  not  mean  that.  Anybody,  almost,  can  say 
it  better  than  I  can;  but  the  business  as  a  whole  must  pay.  Operating 
expenses  and  all  others  must  be  met  by  earnings,  which  must  be  rea- 
sonable for  the  rervice  rendered;  but  when  the  passenger  business  is 
run  at  a  loss  it  has  to  be  paid  for  in  some  way.  I  say  it  comes  out  of 
the  treasury.  You  say  no,  while  I  say  yes,  because  there  is  no 
other  way  of  paying  a  deficit  in  expenses  except  out  of  the  treasury, 
and  no  money  comes  into  the  treasury  except  by  freight  and  passenger 
traffic  and  mails  and  express — ^its  transportation  earnings. 

Now,  I  am  departing  from  what  I  had  in  mind  when  I  started,  but 
I  am  willing  to  be  diverted.  But  that  brings  us  to  the  suggestion 
made  by  Mr.  Esch  yesterday  as  to  whether  or  not  there  is  a  distmction 
in  the  passenger  traffic;  whether  it  can  not  be  limited  by  mileage,  by 
some  manipulation  in  some  way  of  the  freight  business,  because  if  it 
is  paid  and  is  a  loss  and  has  to  come  out  of  the  earnings  of  the  com- 
pany, then  might  it  not  be  that  the  earnings  of  the  freight  department 
are  too  high,  because  it  is  able  to  stand  and  does  stand  this  sort  of  loss 
in  making  up  the  deficiency  of  the  passenger  traffic?  The  answer  is 
perfectly  clear.  There  has  to  be  provision  made  in  every  great  busi- 
ness transaction  for  some  contingencies.  Suppose  some  railroad  sta- 
tion were  burned.  How  is  that  paid  for?  If  it  is  a  freight  house, 
which  is  used  for  nothing  else  but  for  freight,  it  is  paid  for  out  of  the 
treasury.  If  this  great  union  station  now  being  erected  north  of  us 
at  an  expenditure  of  $5,000,000  or  $6,000,000  should  be  destroyed, 
the  railroad  company  would  not  take  it  out  of  the  passenger  earmngs 
to  make  up  that  loss  or  make  it  good,  although  it  is  solely  related  to 
passenger  ousiness,  but  the  company  would  pay  the  loss  out  of  its 
treasury,  issue  bonds,  and  build  the  station  over  again.  That  is  the 
way  it  has  to  come,  if  I  make  myself  understood. 

But  coming  back  to  my  illustration:  here  is  my  Phoenix  road,  and 
you  are  proposing  by  this  bill  to  compel  us  for  that  38  miles  to  carry 
a  passenger  for  76  cents.  Now,  on  tne  other  hand,  I  go  down  to  the 
Pennsylvania  Railroad  station  here,  going  to  New  Yorky  and  I  see  an 
express  car,  frequently  two  cars,  filled  full  with  express  matter,  the 
mail  matter  being  hauled  in  there  in  trucks  as  large  as  loads  of  hay  on 
the  farm  when  I  was  a  boy.  I  get  into  the  train  there.  I  have  never 
seen  less  than  5  cars  and  often  8  or  9  cars,  and  in  the  last  two  weeks 
a  number  of  trains  of  10  cars,  and  every  car  forward  of  the  Pullman 
car  filled  to  the  utmost  capacity.  The  car  in  which  I  was  seated  was 
full,  and  in  addition  to  the  people  occupying  seats  people  were  sitting 
on  the  ends  of  seats — children  and  young  people — ^until  some  were 
unloaded  at  Baltimore.  Between  here  and  Philadelphia  passengers 
were  coming  in  and  going  out.  At  Philadelphia  it  filled  up  again, 
and  when  that  train  arrived  at  Jersey  City  it  was  as  full  as  when  it 
left  Washington. 

Now  do  you  undertake  to  tell  me,  Mr.  Chairman,  that  there  is  the 
slightest  element  of  justice  or  fair  dealing  or  decency  in  saying  that  the 
rate  which  applies  to  the  Pennsylvania  road  (and  you  could  see  that 
situation  every  day  when  you  go  to  that  station)  shall  be  applied  to 
the  thousands  of  miles  of  road  of  the  clientage  that  I  represent  here? 

Mr.  Esch.  Ought  we  not  to  consider  in  that  connection  the  increase 
taxes  of  these  roads  in  the  East,  and  the  increased  cost  in  that  way? 

Mr.  Payson.  Yes,  imdoubtedly.     But  these  are  all  elements  that 
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have  to  be  considered;  and  to  come  down  to  what  I  intend  to  impress 
upon  this  committee,  every  tub  ought  to  stand  on  its  own  bottom,  and 
every  particular  case  ought  to  be  considered  under  the  particular  con- 
ditions that  surroimd  it.  Let  the  garment  fit  the  man  instead  of 
trying  to  make  one  xmif orm  garment  fit  everybody. 

"Mr.  Bartlett.  I  do  not  want  to  interrupt  you,  but  I  do  not  want 
you  to  get  away  from  the  point  you  were  on  before,  or  lay  down  that 
book — ^1  do  not  think  you  will  find  a  decision  where  tne  Supreme 
Court  decided  that  a  rate  forty  per  cent  higher,  as  you  state,  was  a 
reasonable  rate. 

Mr.  Payson.  I  did  not  say  that.  I  said  the  court  held  that  a 
railroad  rate  in  Nebraska  40  per  cent  higher  than  that  charged  for 
similar  service  in  Iowa  was  not  an  imreasonable  rate  in  the  then  con- 
ditions in  Nebraska.  That  if  conditions  should  change,  a  change  in 
rate  could  be  made. 

Mr.  Bartlett.  The  decision  directed  the  case  to  be  left  open  to  the 
Commission  for  their  consideration  thereafter. 

Mr.  Payson.  Exactly,  in  case  of  change  in  conditions  for  the  better. 
That  leads  up  to  what  I  am  saying  that  every  case  must  stand  on 
the  conditions  that  exist  at  the  time  the  rate-making  power  exercises 
its  power.  If  there  should  be  a  change  in  conditions  then  there 
should  be  a  change  in  the  rate;  but  there  ought  not  to  be  any  stronger 
argmnent  for  makLng  a  change  in  a  rate  if  conditions  change  as  to  one 
road  than  if  some  dissimilarity  existed  as  to  two  rates  at  the  moment. 
Do  I  make  myself  clear  ? 

Mr.  Bartlett.  Yes. 

Mr.  Payson.  I  will  come  to  that  more  fully  later  on.  I  will  try 
to  make  it  not  only  exhaustive,  but  I  fear,  wearisome.     [Laughter.] 

Another  thing,  I  go  from  here  to  New  York,  and  in  going  over  that 
route  I  see  practically  every  foot  and  every  acre  of  ground  between 
here  and  Jersey  City  producing  something  in  the  way  of  transporta- 
tion— a  line  of  country  that  is  dotted  every  few  miles  with  prosperous 
towns  and  manufacturing  centers,  every  minute  bearing  evidence  of 
something  that  will  at  sometime  or  other  bear  tribute  to  the  railroad. 
May  I  say  to  you  that  upon  hundreds  of  miles  that  I  represent  here, 
there  never  has  been  and  never  will  be  a  dollar's  worth  of  traffic  or 
freight  originating  in  the  land  over  which  the  road  runs;  the  railroad 
mi^t  just  as  well  be  on  a  bridge  as  on  the  earth.  Take  it  in  southern 
Arizona.  Mile  after  mile,  after  Tucson  is  passed,  until  you  get  to  the 
Yuma  River,  there  is  not  a  foot  of  earth  that  has  ever  produced  any- 
thing or  ever  will  produce  anything.  It  is  arid  country.  You  can 
only  use  irrigating  where  the  topography  is  such  that  the  water  will 
run  over  the  soil.  But  down  m  that  particular  country  it  will  not 
do  that.  Take  it  up  in  Nevada,  and  it  is  the  same  way.  Mile  after 
mile  of  railroad  along  the  Central  Pacific,  and  in  western  Utah  the 
road  as  I  said  before  concerning  the  line  down  in  Arizona,  might  just 
as  well  be  upon  a  bridge  as  upon  the  surface  of  the  earth.  And  yet 
you  tell  me  by  these  bills  that  that  condition  which  must  be  taken 
mto  account  as  effecting  the  earning  capacity  of  a  property  shall  not 
be  considered,  and  that  you  will  impose  upon  us  the  same  rate  of  2 
cents  a  mile  as  you  do  upon  these  great  eastern  roads. 

Mr.  EsCH.  Ought  we  not  to  consider,  in  a  comparison  of  the  eastern 
with  the  western  roads,  the  fact  that  the  western  roads  have  got  land 
grants? 
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Mr.  Payson.  Yes;  I  know  something  about  the  land  grants.  There 
never  was  a  more  mistaken  notion  in  the  world  than  that  the  land 
grants  to  the  Central  and  Southern  Pacific  roads  have  been  very  val- 
uable, as  convertible  assets. 

From  Mohave  to  the  Needles,  on  the  Southern  Pacific  system,  a 
branch  line  was  built  to  connect  with  the  Atlantic  and  Pacific  roads, 
267  miles,  as  I  remember. 

The  Government  claimed  we  were  not  entitled  to  land  grants  there. 
I  went  to  Los  Angeles  to  look  into  the  matter  in  the  courts,  and 
availed  myself  of  the  courtesy  of  a  gentleman  connected  with  the 
Atchison,  Topeka,  and  Santa  Fe,  who  was  down  there  on  business 
connected  with  his  company — the  only  time  I  enjoyed  that  luxury. 
I  enjoyed  the  courtesy  of  that  gentleman  in  a  private  car,  and  we 
struck  this  land  grant  that  I  referred  to,  which  was  in  litigation.  The 
mileage  was  about  267  miles.  On  one  section  of  nearly  100  miles, 
between  the  Needles  and  Mohave,  there  were  two  stations.  One  was 
an  abandoned  box  car,  and  the  other  was  a  building  that  probably 
cost  $50.  Not  an  acre  of  land  in  sight  originating  a  oollar  or  railroad 
traffic  there. 

To  my  knowledge  there  has  not  since  that  time  been  a  foot  of 
ground  utilized  in  sight  of  that  section  of  road. 

There,  gentlemen,  were  the  odd  sections  of  land  for  20  miles  on 
either  side  of  the  road,  and  the  soil  was  apparently  as  valueless  for  any 
useful  purpose  as  the  top  of  this  table.  We  won  out  in  the  lawsuit.  1 
met  Mr.  Huntington  in  New  York  some  weeks  afterwards,  and  I  said 
to  Mr.  Huntington  ''This  is  a  pretty  expensive  business.     We  have 

fot  the  land,  but  what  under  the  sun  do  jou  want  that  land  for?*' 
tut  he  replied — and  I  use  his  own  expression — ''I  do  not  know  that 
it  is  worth  anytning,  but  it  makes  good  security  for  bonds. ''  [Laugh- 
ter.] We  have  more  than  15,000,000  acres  of  the  grant  to  the  South- 
em  Pacific  still  unsold,  and  millions  of  acres  along  the  Central  Pacific 
unsold  and  unsalable  at  any  price. 

Away  east  of  that  there  is  some  good  country,  and  in  that  region 
the  land  grant  is  valuable.  But,  Mr.  Esch,  it  should  be  remem- 
bered that  the  land  grant  was  made  to  that  road  not  for  the  purpose 
of  enriching  the  men  who  did  it — the  men  w^ho  built  it — but  for  the 
purpose  of  offering  a  bounty  to  try  to  secure  the  investment  of  capital 
for  the  construction  of  the  most  expensive  railroad  ever  constructed  in 
this  country.  As  to  original  construction,  I  am  talking  about  the 
Central  Pacific  road. 

Mr.  Esch.  More  expensive  than  the  Great  Northern? 

Mr.  Payson.  Yes,  sir.  No  road  so  expensive  was  ever  constructed 
as  that  from  Sacramento  to  east  of  the  Rocky  Mountains.  Wliat  I 
say  about  this  I  know  to  be  true.  When  that  road  was  projected  in 
1862  the  men  at  the  head  of  it  were  the  ^^Big  Four" — ^Mark  Hopkins. 
Leland  Stanford,  Charles  Crocker,  and  CoUis  P.  Himtington.  All 
sorts  of  predictions  were  made  as  to  the  outcome  by  people  who  did 
not  believe  it  could  be  done;  people  made  predictions  of  the  failure  of 
that  business.  They  could  not  enlist  capital.  They  had  some  them- 
selves, and  they  went  on  with  an  energy  that  will  meet  the  admiration 
of  the  world  everywhere  when  it  comes  to  be  written  up. 

Those  men  began  the  construction  of  that  road  at  Sacramento,  not 
at  San  Francisco.  Every  rail  that  was  laid  from  five  miles  west  of 
Ogden  to  Sacramento  was  carried  from  New  York  to  San  Francisco, 
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around  Cape  Horn;  transshipped  and -loaded  again  and  taken  to  Sac- 
ramento by  water,  unloaded  and  teamed  from  last  landing  there  into 
the  mountains.  Every  piece  of  machinery,  every  locomotive  used  in 
connection  with  the  construction  and  operation  of  that  road  for  some 
little  time  was  bought  in  New  York,  assembled,  taken  down, 
white-leaded  and  oiled,  packed  again,  and  put  on  the  ship  and  sailed 
around  the  Horn  to  San  Francisco;  again  taken  ashore  and  towed  on 
a  lighter  to  Sacramento,  and  there  reassembled,  and  tried  in  its  work. 
The  material  that  went  in  there — spikes,  and  angle  iron,  and  everything 
of  that  sort — was  bought  in  New  York,  and  bought  at  the  prices  that 
prevailed  at  that  time. 

I  am  glad  you  interrupted  me  in  this  direction.  That  was  during 
the  war  of  the  rebellion. 

Locomotive  after  locomotive  was  bought  by  Mr.  Huntington  in 
New  York,  as  the  purchasing  agent,  and  paid  for  in  gold  at  a  premium 
of  200  per  cent;  locomotive  after  locomotive,  freight  car  after  freight 
car,  tons  and  tons  of  railroad  iron,  at  a  time  when  the  depreciation  of 
paper  money  was  so  great  that,  in  instances,  it  cost  Mr.  Huntington 
$220  for  every  $100  worth.  Everv  railroad  tie  laid  upon  the  ground 
by  actual  figiu'es  on  the  books  of  the  finance  company  cost  them  over 
$2  a  piece;  and  vet,  when  you  talk  about  the  question  of  the  construc- 
tion of  that  road,  you  want  to  look  into  that  proposition  to  determine 
whether  a  2-cent  blanket  rate  is  the  proper  thing.  I  am  glad  of  the 
interruption,  Mr.  Esch. 

The  first  grant  to  that  road  was  made  by  Congress  in  1862.  It  pro- 
vided for  a  subsidy  loan  of  Government  securities  of  $8,000  a  mile, 
until  they  got  to  the  foothills;  $16,000  a  mile  till  they  got  to  the  moun- 
tains; $32,000  a  mile  for  the  divisions  embracing  the  Sierra  and 
Rocky  Moimtains. 

Mr.  Esch,  You  are  talking  about  the  Central  Pacific? 

Mr.  Payson.  Entirely  of  the  Central  Pacific.  That  was  the  first 
thing  that  was  offered.  *^ 

Mr.  LovERiNG.  Were  they  not  racing  at  that  time? 

Mr.  Payson.  No,  sir.  That  racing  came  later.  I  will  come  to  that 
later  on,  if  you  regard  it  as  material.  That  racing  did  not  occur  until 
1867  and  1868.  I  am  talking  now  about  1862,  at  the  time  Congress 
was  acting.  Mr.  Huntington,  than  whom  a  greater  man  never  lived 
as  a  transportation  man,  unless  Mr.  Hill  may  be  a  greater  man — ^Mr. 
Huntington  did  the  best  he  could  t'o  enlist  the  investment  of  capital. 
Charles  Crocker  also  did  his  very  best  to  insure  the  investment  of 
capital,  but  nobody  would  touch  it.  They  came  to  Congress,  and  in 
1864  these  subsidies  were  doubled.  That  is  to  say,  they  got  $16,000 
a  mile  at  the  level,  $32,000  at  the  foothills,  and  $64,000  in  the  moun- 
tains, in  the  way  of  a  subsidy.  That,  now,  was  a  loan,  not  a  gift,  but 
simply  a  loan  of  the  credit  of  the  Government,  for  which  the  Govern- 
ment took  a  second  mortgage  on  the  property  of  the  company. 

Now  we  come  to  the  land  grant.  It  was  originally  a  grant  of  alter- 
nate sections  of  land  for  ten  miles  on  either  side  of  the  road.  It  was 
not  profitable  to  anybody.  If  it  had  not  been  for  the  discovery  of 
minerals  it  would  be  practically  worthless  to-day.  All  the  benefit  they 
got  out  of  the  grant  for  years  and  years  was  simply,  coming  back  to 
the  Mohave  illustration,  that  it  made  a  basis  for  the  security  of  bonds. 
They  have  never  made  but  little  money  out  of  it. 

I  am  authorized  to  speak  for  the  company  in  its  land  department. 
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Mr.  Payson.  I  have  not  said  that.  I  have  addressed  myself  to  the 
Sherman  bill  and  as  to  existing  conditions.  We  know  what  the  con- 
ditions are.  There  is  not  a  place  in  this  Union  where  a  2-cent  rate 
obtains  by  law  except  in  the  State  of  Ohio. 

Mr.  Bartlett.  Tnen  the  groimd  of  imconstitutionahty  would  be 
that  it  is  confiscatory? 

Mr.  Payson.  Yes,  sir;  that  it  would  be  depriving  the  company  of 
its  property  without  just  compensation  or  due  process  of  law. 

Mr.  Bartlett.  In  the  event,  though,  that  it  should  be  determined 
that  such  a  rate,  a  2-cent  rate,  was  a  reasonable  rate,  not  such  a  rate  as 
to  deprive  the  railroads  of  their  property  without  due  process  of  law  or 
without  just  compensation,  would  in  your  judgment  such  a  provision 
be  constitutional  to  compel  a  railroad  to  accept  such  rate? 

Mr.  PaYsoN.  I  should  say,  in  an  offhand  way,  that  I  do  not  see  any 
objection  to  that.  If  the  proposition  given  is,  that  the  rate  is  a  rea- 
sonable rate,  then  I  see  no  objection  to  the  mileage  books  to  evidence 
that.  But  that  is  not  the  proposition  we  are  discussing.  We  dis- 
cussed the  Sherman  bill  here  yesterday,  in  your  absence,  on  the  basis 
of  existing  conditions — what  the  mileage  rate  is  everywhere,  what  it 
is  in  different  localities,  and  the  concecled  fact  that  the  Sherman  bill 
proposes  a  rate  which  is  less  than  the  established  rate  in  any  place  in 
this  Union,  except  in  Ohio,  as  to  interstate  commerce. 

Mr.  Bartlett.  Then  it  would  be  unconstitutional  in  its  applica- 
tion, and  not  in  its  terms  or  its  substance  ? 

Mr.  Payson.  It  is  unconstitutional  as  a  legal  proposition,  and  when 

f'ou  come  to  apply  it  you  can  not  do  so,  because  it  is  unlawful  to  do  it. 
f  the  compensatory  rate  was  in  fact  2  cents  a  mile,  I  could  see  no 
objection  to  issuing  a  mileage  book  on  a  2-cent  basis.  But  nothinff 
could  be  gained  by  that.  Whenever  a  man  wanted  to  travel  he  need 
not  put  up  $40.  He  puts  up  $10  from  here  to  New  York  and  gets  his 
transportation.  It  is  only  on  the  European  plan — a  man  gets  what  he 
pays  for.  But  all  these  other  things  are  devices  by  which  somebody 
may  get  a  less  rate  out  of  the  company  than  the  average  citizen  gets. 

Mr.  Bartlett.  I  can  very  well  see  how  the  courts  might  decide 
that  the  State  law  which  would  reduce  a  rate  below  that  which  might 
be  authorized  in  the  charter  granted  to  the  railroad  would  be  uncon- 
stitutional, on  the  ground  that  it  impaired  the  obligations  of  a  con- 
tract ;  but  I  did  not  see  how  you  could  apply  that  rule  to  the  Congress 
of  the  United  States,  because  the  Constitution  of  the  United  States 
has  no  such  provision  in  it. 

Mr.  Payson.  That  phase  has  not  been  discussed  yet.  That  is  all  I 
care  to  say,  Mr.  Chairman,  with  reference  to  the  specific  propositions 
of  these  two  bills. 

Mr.  Mann.  I^t  me  see  if  I  understand  that  proposition  of  Judge 
Bartlett^s.  Is  your  contention  that  if  Congress  should  require  the 
issuance  of  mileage  books — say,  at  the  same  rate  that  exists  as  to  sin- 
gle-trip tickets — that  that  would  be  a  mere  regulation  and  constitu- 
tional? 

Mr.  Payson.  I  simply  say  that  at  the  moment  I  see  no  reason  to 
question  it,  but  I  do  not  see  how  the  question  would  ever  present  its- 
elf, because  I  do  not  see  how  a  man  would  want  to  buy  a  mileage  book 
at  the  regular  rate  of  local  traflS^c.  But  I  do  not  hola  one  way  or  the 
other  about  it.  The  proposition  was  injected  here  through  misappre- 
hension on  account  of  the  absence  of  a  Member  yesterday,  and  I  say 
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simply  that  the  question  has  not  been  discussed.  I  am  not  prepared 
to  givB  an  authoritative  opinion,  as  to  myself,  concerning  it,  but  I  see 
no  reason  for  not  acquiescing  in  the  proposition  of  my  friend  from 
Georgia  [Mr.  Bartlett.] 

Mr.  Mann.  Then  if  the  proposition  is  to  reduce  the  mileage  rate  on 
the  single  ticket,  that  is  not  a  regulation  and,  not  being  a  regulation, 
is  without  the  authority  of  Congress? 

Mr.  Payson.  That  is  what  I  stated,  and  the  Supreme  Court  has 
decided  that  in  two  cases,  and  the  State  of  Michigan  and  the  State  of 
Virginia. 

Mr.  Bartlett.  Have  you  given  the  cases? 

Mr.  Payson.  Yes,  sir;  that  was  done  during  your  absence.  The 
last  decision  in  Virginia  was  November  22,  1906.  It  is  a  very  recent 
case.  It  has  not  been  reported  yet  in  the  books,  but  this  [exhibiting] 
is  a  copy  of  the  opinion. 

Approaching,  then,  Mr.  Chairman,  the  general  proposition  in  the 
last  two  bills,  assuming  that  the  Adamson  bill  migtit  be  amended  by 
striking  out  the  proviso,  it  then  remains  practically  the  same,  as  far  as 
this  discussion  is  concerned,  as  the  bill  of  the  gentleman  from  Ohio, 
Mr.  Kennedy;  that  is,  providing  for  a  flat  2-cent  rate  on  all  railroads 
in  the  Union.  It  is  to  that  question  that  I  now  address  myself,  and  I 
desire  to  repeat  again  what  I  said  yesterday,  Mr.  Chairman,  that  in 
my  judgment  there  has  never  been  as  important  a  question  discussed 
in  this  committee  room  as  this  question,  nor  involving  as  lai^  affairs, 
nor  which  would  be  as  disastrous  in  results,  if  the  results  were  wrong, 
as  the  proposed  action  under  these  bills. 

It  would  be  best  illustrated,  perhaps,  when  I  state  the  clientage  which 
I  have.  My  clients  are  the  Union  Pacific  system,  as  it  is  known 
among  railroad  men,  embracing  the  general  system  of  railroads  from 
Kansas  City  north  and  west,  and  from  Omaha  north  and  west,  known 
as  the  "Union  Pacific  svstem,''  the  ''Southern  Pacific  system;^'  the 
aggregate  mileage  of  both  being  15,124  miles  of  trackage,  extending  on 
the  South  to  New  Orleans,  western  Louisiana,  Texas,  New  Mexico, 
southern  Cahfomia,  to  San  Francisco;  thence  north  to  Portland,  Ore- 
gon, east  from  there  to  Ogden.  Five  miles  west  of  Ogden  is  the  South- 
em  Pacific  system.  The  two  extreme  portions  or  the  country  are 
embraced  witnin  its  limits.  The  systems  are  operated  in  13  States  of 
the  Union  and  in  the  2  Territories  of  Arizona  and  New  Mexico.  There 
is  not  a  railroad  system  in  the  country  or  in  the  world  that  presents  as 
great  a  diversity  of  conditions  as  do  these  two  systems  now  embraced 
m  what  is  known  as  the  '^  Harriman  lines.  ^'  In  other  words,  the  Har- 
riman  lines,  as  operated  to-day,  embrace  a  greater  variety  of  all  sorts 
of  conditions,  every  one  of  which  must  be  taken  into  consideration  in 
determining  what  a  reasonable  rate  is,  than  any  other  railroad  system 
in  the  whofe  world.  Not  only  are  the  main  lines  involved,  but  there 
are  connected  with  the  different  systems,  without  stopping  to  read 
them,  fourteen  large  branch  lines  that  are  operated  independently — I 
mean  independent  corporations,  but  under  the  control  of  the  parent 
companies;  there  are  twelve  branch  lines  of  the  Oregon  Navigation 
and  Tlailroad  Company,  two  leased  lines  in  addition  outside  of  its  own 
line,  and  there  are  independent  branches  of  the  Oregon  Short  Line; 
there  are  eleven  branches  of  the  Union  Pacific  main  Tine,  and  on  the 
Kansas  Pacific  there  are  eight  branches  in  Kansas  and  one  in  Colorado. 

This  little  folder  map  which  I  hold  in  my  hand  [exhibiting]  upon 
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However,  in  order  that  I  may  have  a  clear  understanding  of  what 
we  are  discussing,  1  will  take  the  liberty  of  reading  a  short  statement 
showing  the  substance  of  the  three  bills  pending  before  the  Committee. 

The  first  bill,  H.  R.  20163,  requires  all  railroad  companies  engaged 
in  interstate  commerce  to  sell  2-cent  mileage  books  at  all  ticket 
offices;  the  books  to  he  good  for  transportation  and  the  checking  of 
baggage  upon  any  railroad  in  the  United  States,  and  unlimited  as  to 
time  of  use,  and  good  upon  any  train,  and  redeemable  at  any  ticket 
office  of  any  railroad  company  in  the  United  States.  Punishment  for 
each  violation  is  a  tine  in  any  amount  not  to  exceed  ten  thousand 
dollara. 

H.  R.  21572  makes  it  unlawful  for  a  railway  company  engaged  in 
interstate  commerce  to  receive  more  than  2  cents  per  mile  for  inter- 
state passenger  fares,  and  makes  it  the  duty  of  the  company  to  keep 
constantly  on  sale  tickets  and  mileage  at  2  cents  per  mile,  and  failing 
to  do  so,  it  must  not  charge  passengers  over  2  cents  per  mile  cash  fare. 

It  makes  it  the  duty  of  every  railway  company  to  sell  tickets  or 
mileage  books  good  upon  any  i-ailroad  engaged  m  interstate  commerce; 
the  tickets  or  mileage  books  to  be  unlimited  as  to  time  of  use,  and 
redeemable  at  cost  oy  the  company  which  issued  it;  violation  to  be 
punished  by  fine  of  not  exceeding  $10,000,  or  imprisonment  for  not 
exceeding  three  years  for  any  offense;  the  director,  servant,  or  agent 
found  guilty,  and  the  railroad  company  found  guilty,  to  be  fined  not 
exceeding  $10,000. 

H.  R.  22133  requires,  after  July  1,  1907,  all  railway  companies 
engaged  in  interstate  commerce  to  issue  and  sell  at  all  passenger  sta- 
tions tickets  and  mileage  coupons  at  a  uniform  rate  of  2  cents  per  mile, 
to  be  good  in  the  hands  of  any  holder  for  transportation  and  for 
checking  of  baggage,  and  unlimited  as  to  the  time  of  use;  not  to  be 
restricted  in  passage  on  any  passenger  train;  to  be  redeemable  upon 
presentation  at  anj^  ticket  office  of  the  company  issuing  them,  ana  no 
extra  fare  above  the  payment  of  2  cents  per  mile  shall  be  collected; 
violation  to  be  construed  as  a  misdemeanor,  and  upon  conviction  the 
officers,  directors,  or  agents  of  any  railroad  company  so  convicted  to 
be  fined  not  exceeding  $10,000  dollars.  By  section  2  the  Interstate 
Commerce  Commission  is  empowered  to  suspend  the  operation  of  the 
act  under  certain  circumstances. 

Those,  gentlemen,  are  the  three  bills  which  are  pending  before 
your  committee.  The  three  bills  are  similar,  and  the  result  of  the 
enactment  of  any  one  of  them  would  be  to  reduce  all  rates,  both  State 
and  interstate,  to  2  cents  per  mile. 

I  submit,  gentlemen,  that  it  would  be  unwise  and  unfair  to  make  the 
same  rate  for  every  road  in  the  country  without  taking  into  account 
the  circumstances  and  conditions,  which  vary  greatly  in  different  parts 
of  the  country,  and  even  on  different  roads  in  the  same  territory. 

The  Chairman.  Have  vou  H.  R.  22130? 

Mr.  Harrison.  I  have'H.  R.  20163,  sir,  and  H.  R.  22133  and  H.  R. 
21572.     Those  are  the  only  ones  I  was  advised  referred  to  this  subject 

The  Chairman.  You  are  right. 

Mr.  Harrison.  While  there  has  been  a  good  deal  of  discussion  in 
the  testimony  thus  far  taken  before  the  committee  as  to  the  power  of 
Congress  to  enact  this,  that,  or  the  other  bill,  and  as  to  what  effect  the 
enactment  of  the  so-called  Shennan  bill  would  have,  I  think  the  ques- 
tion before  this  committee  is  a  broader  question  than  one  that  simply 
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involves  the  power  of  Congress  to  enact  the  bill.  In  other  words,  I 
think  that  the  railroad  people  ought  to  come  here  and  reason  with  the 
committee  on  broader  lines  than  that,  if  we  can — not,  of  course,  criti- 
cising any  gentleman  who  has  testified  before  me. 

The  question  to  my  mind  is  whether  Congress  will  enact  a  bill 
requiring  the  interstate  railroads  of  this  country  to  carry  a  passenger 
at  2  cents  a  mile.  Whether  or  not  vou  have  the  right  to  do  that,  1 
assume  that  you  believe  that  it  is  a  fair  proposition  and  that  the  rail- 
road companies  of  this  country  can  stand  2  cents  a  mile.  But  1  feel 
sure  that  if  it  is  proved  to  you  gentlemen  that  they  can  not  stand  it, 
you  will  not  enact  it.  Therefore,  in  the  few  suggestions  I  will  make 
to  the  committee,  I  will  take  the  liberty  not  to  discuss  the  law  of  the 
case  at  all,  but  simply  address  myself  to  the  proposition  as  to  whether 
the  railroads,  particularly  the  southern  railroads,  can  standa  2-cent  rate. 

While  of  course  either  one  of  these  bills,  or  any  bill  that  might  be 
suggested  to  Congress  or  recommended  to  Congress  by  this  committee 
and  passed,  would  technically  affect  only  interstate  commerce,  yet 
practically  it  would  affect  all  commerce,  both  interstate  and  State,  and 
make  an  absolute  flat  rate  for  the  company  I  represent  and  all  other 
•railroads  of  2  cents  a  mile.  It  would  be  practically  impossible  to 
undertake  to  charge  an  interstate  passenger  2  cents  a  mile  and  to 
charge  a  State  passenger  more. 

It  is  our  practice  in  making  our  rates  to  make  them  uniform,  as  far 
as  we  can,  and,  everything  else  being  equal,  to  make  them  the  same  in 
all  the  States  through  which  we  run,  both  freight  and  passenger  rates. 
Our  rates  are  basea  upon  a  uniform  scale,  departed  from  by  excep- 
tions as  circumstances  and  conditions  requiring  a  departure  arise — as, 
for  example,  when  a  State  commission  makes  a  rate  to  us,  that  is,  a 
freight  i-ate,  we  always  apply  that  rate  to  interstate  bu-siness.  Some 
roads  have  a  method  of  carrying  an  interstate  rate  and  a  local  rate. 
If  a  commission  establishes  a  rate  on  their  business  that  would  lower 
either  the  State  or  the  interstate  rates,  they  apply  the  same  rate. 

We  apply  the  local  State  rates  to  our  interstate  business  as  well  as 
to  the  State  business.  If  the  State,  for  instance,  of  Kentucky  should 
pass  a  2-cent  rate,  we  would  have  to  apply  that  to  our  interstate 
business,  just  as  we  would  have  to  apply  any  rate  passed  by  Congress 
to  our  State  business. 

I  want  to  suggest  also  to  the  committee  that  there  is  quite  a  differ- 
ence between  passenger  rates  and  freight  rates.  In  all  rate  making 
affairs  it  occurs  to  me  that  there  are  three  parties  which  should  be 
considered:  First,  the  public  as  a  whole;  second,  the  railroad  com 
pany,  and,  third,  the  individual  dealing  with  it.  It  is  to  the  interest  of 
the  public  as  a  whole  that  the  rate  should  be  fair  both  to  the  railroad 
and  to  the  public.  It  is  to  the  int^erest  of  the  public  that  the  railroad 
company  should  prosper.  It  is  also  to  the  interest  of  the  public  that 
the  man  dealing  with  the  railroad  company  should  have  a  fair  rate. 
Consequently  three  parties  are  interested — the  public,  the  company, 
and  the  parties  dealing  with  the  railroad.  That  will  be  seen  to  be 
true  because  all  the  railroad  company  has  to  sell  is  transportation,  and 
all  the  way  it  has  to  get  any  money  in  order  to  make  the  improvements 
which  it  is  called  upon  to  make  and  to  carry  on  its  business  is  from  its 
patrons. 

Last  vear  on  the  Louisville  and  Nashville  svstem  the  passenger 
earnings  were  $10,868,150.53. 
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Mr.  CusHMAN.  What  system  is  that?  . 

Mr.  Harrison.  The  Louisville  and  Nashville.  The  best  estimate  we 
have  been  able  to  make  as  to  the  cost  of  those  earnings  is  $7,673,433.37, 
making  an  expense  ratio  to  the  earnings  of  a  little  over  70  j)er  cent. 
That  expense  ratio  is  arrived  at  by  following  the  formula  laid  down 
by  the  Interstate  Commerce  Commission  when  they  required  a  separa- 
tion of  the  passenger  and  freight  earnings.  The  Interstate  Commerce 
Commission  itself,  as  well  as  many  of  the  principal  railroads  in  the 
United  States,  has  found  it  impracticable,  practically  impossible,  to 
separate  the  passenger  and  freignt  earnings,  and  has  quit  requiring  it, 
but  our  railroad  has  kept  it  up,  and  keeps  the  data  on  the  basis  of  the 
formula  required  by  the  Interstate  Commerce  Commission  when  that 
Commission  kept  up  the  division. 

From  the  best  estimate  we  have  been  able  to  make  the  proposed  bill 
would  reduce  the  passenger  earnings  of  the  Louisville  and  Na^shville, 
based  on  the  earnings  of  the  past  year,  $2,211,674.23.  That  would  be 
the  actual  reduction  brought  about  by  reducing  its  passenger  rates  to 
two  cents  a  mile,  while  at  the  same  time  it  would  not  reduce  the  expenses 
in  any  way. 

Mr.  CusHMAN.  How  many  miles  of  road  ar^  there  on  the  Louisville, 
and  Nashville? 

Mr.  Harrison.  A  little  over  four  thousand.  I  have  the  exact  op- 
erating mileage  here  of  last  year.  For  the  year  ending  June  30, 1906, 
the  operating  mileage  was  4,130.^1. 

Mr.  CusHMAN.  And  you  figure  that  the  amount  of  reduction  on  that 
mileage,  if  this  2-cent  i*ate  should  go  into  operation,  would  be  over 
$2,000,000? 

Mr.  Harrison.  The  information  given  by  our  auditor  was 
$2,211,674.28. 

Mr.  EscH.  Do  you  know  how  he  arrived  at  that? 

Mr.  Harrison.  No,  sir.  I  simply  asked  him  for  figures  showing 
the  reduction.  Frankly,  I  will  say  to  the  Committee  it  is  a  rough 
estimate,  but  a  conservative  estimate.  He  figured  it  would  reduce 
our  passenger  earnings  22^  per  cent, 

Mr.  Stevens.  You  do  not  know  if  that  makes  allowance  for  in- 
creased trafl[ic? 

Mr.  Harrison.  No,  sir;  nor  does  it  make  allowance  for  the  increased 
traffic  that  would  be  brought  about  by  the  reduction  of  excursion  rates, 
if  they  should  be  reduced,  and  it  is  our  opinion  that  the  excursion 
rates  would  necessarily  be  reduced.  For  instance,  like  other  railroads, 
we  have  a  rate  every  Sunday  of  one  and  one-third  fare  to  towns  which 
you  can  go  and  come  back  during  a  day.  People  go  that  way  and 
visit  each  other  on  Sunday.  It  is  our  opinion  that  that  rate  would  be 
reduced. 

If  the  ticket  costs  them  $1.50  straight  fare,  they  can  go  to  that 

Elace  and  back  on  Sunday  for  $2.  If  that  rate  is  reduced,  say,  a  dollar 
y  that  bill,  in  order  to  take  care  of  that  traffic  we  would  have  to 
reduce  the  excursion  rate.  We  give  excursion  rates  to  public  fairs 
and  meetings  and  conventions  at  one  and  one-thiixi  fare.  If  you  make 
a  mileage  basis  such  as  that  to  a  very  large  meeting  like  the  G.  A.  R. 
convention,  or  the  Confederate  Veterans,  or  the  St.  Louis  Exposition, 
we  would  make  a  rate  of  1  cent  a  mile;  but  where  the  rate  is  basea 
on  a  straight  ticket  rate  it  is  our  opinion  that  that  would  be  reduced, 
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and  would  make  a  larger  reduction  than  the  figures  1  have  given,  unless 
they  should  be  withdrawn,  which  is  not  at  all  likely. 

The  Chairman.  I  was  going  to  ask  you  if  it  would  result  in  reduc- 
ing the  rates  or  reducing  the  service? 

Mr.  Harrison.  I  am  not  a  passenger  man,  but  it  seems  to  me  they 
would  have  to  go  on  and  try  to  increase  the  business  in  some  way  to 
make  up  for  tnis  reduction,  and  therefore  they  would  not  want  to 
take  out  these  rates,  these  excursion  rates,  because  a  great  man}^  peo- 
ple who  use  these  rates  travel  on  the  usual  trains,  which  is  just  that 
much  money  made  which  would  not  be  made  if  we  did  not  have  the 
rates  in. 

Mr.  EscH.  Is  it  not  a  fact  that  the  excursion  business  multiplies 
the  patronage? 

Mr.  Harrison.  Yes.  We  read  an  advertisement  in  the  newspaper, 
for  instance,  to  use  a  common  illustration,  of  Manhattan  shirts  that 
sell  for  $1  or  $2  or  $2.50  reduced  in  the  spring,  and  I  go  down 
and  buy  one  that  is  sold  for  $1.50  in  the  summer  because  in  tlie  fall  I 
buy  me  my  next  summer's  supply.  A  man  reads  in  a  paper  that  he 
can  ride,  for  instance,  to  a  certam  point  at  a  very  cheap  and  unusual 
rate,  and  in  consequence  he  gets  on  a  train  and  goes.  But  the  reduc- 
tion of  the  rate  to  a  great  extent  would  not  exceed  the  great  majority 
of  travel,  because  people  who  travel  now  travel  either  for  pleasure 
or  profit,  and  the  regular  travel,  we  believe,  would  not  be  increased 
to  a  large  extent.  It  has  beeti  estimated  on  some  of  the  Western 
roads  that  50  per  cent  of  the  travel,  sa}'  on  the  Santa  Fe,  for  ex- 
ample, is  pleasure  travel,  10  per  cent  for  healtli,  and  the  rest  mis- 
cellaneous. 

Now  on  this  general  subject,  gentlemen,  1  have  not  been  able  to 
make  up  the  figures  as  I  wanted  them,  but  1  wish  to  make  a  suggestion; 
that  everything  that  enters  into  the  cost  of  road  operation  has  in- 
creased very  largely  of  late  years,  just  as  things  have  done  that  enter 
into  a  man's  life,  clothing  and  food  and  everything.  Everj^ thing  that 
enters  into  the  train  service  has  increased  largely. 

The  Chairman.  Before  vou  leave  this  subject  that  you  have  just 
been  discussing,  I  would  like  to  ask  you  to  what  extent  your  passen- 
ger traflic  could  be  increased  without  in  any  way  increasing  your  oper- 
ating expenses?  In  other  words,  what  proportion  of  3'our  present 
facilities  for  passenger  traflic  is  used? 

Mr.  Harrison.  So  far  as  engines  and  cars  are  concerned,  especially 
so  far  as  cars  are  concerned,  our  passenger  traffic  could  be  increased 
very  largely  without  increase  of  cars. 

Mr.  EscH.  Or  motive  power? 

Mr.  Harrison.  1  do  not  know  as  to  motive  power,  because  we  have 
been  quite  hard  up  for  motive  power  in  recent  years,  although  our 
equipment  has  lately  increased  nearly  100  per  cent. 

The  Chairman.  What  proportion  of  your  passenger  cars  are  used 
now  by  the  traveling  public? 

Mr.  Harrison.  For  the  year  ending  June  30,  1905,  we  had  an  aver- 
age of  cars  on  a  train  of  4.91.  For  the  year  ending  June  30,  1906, 
we  had  4.67.  Now  the  number  of  passengers  carried  in  each  train  for 
the  vear  ending  June  30,  1905,  was  46.84. 

The  Chairman.  To  the  train  ? 

Mr.  Harrison.  Yes.     N6w  the  number  of  passengers  carried  to  the 
car  for  the  year  ending  June-30,  1905,  was  13.12. 
BPi^-07 6 
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The  Chairman.  What  was  the  capacity  of  those  cars^ 

Mr.  Harrison.  I  should  say  60.  Now  the  number  of  passengers 
carried  per  train  in  the  year  ending  June  30,  1906,  was  41.09.  The 
ntimber  of  passengers  carried  in  each  car  was  12.28  or  about  13. 

The  Chairman.  With  the  number  of  cars  that  you  have  given  in  a 
train  what  would  be  the  weight,  probably,  of  that  train  ? 

Mr.  Harrison.  That  would  be  right  hard  to  estimate,  Mr.  Chair- 
man. You  mean  the  weight  of  the  train  without  the  passengers,  or 
with  the  passengers? 

The  Chairman.  No,  as  yon  carry  it;  and  then  I  want  to  ask  you 
what  would  be  the  capacit}^  of  that  engine? 

Mr.  Harrison.  The  capacity  of  that  engine  would  be  nearly  always 
suflicient,  unless  in  the  case  of  heavy  grades,  to  carry  the  train  pretty 
fully  loaded. 

Mr.  CusHMAN.  What  is  the  weight  of  an  ordinary  passenger  coach? 

Mr.  Harriscw.  I  do  not  know,  sir. 

Mr.  Adamson.  If  all  these  cars  should  have  the  seats  full,  would  the 
same  engine  you  now  use  be  sufficient  to  carr}'  them? 

Mr.  Harrison.  I  think  so,  except  in  the  case  of  heavy  grades. 

Mr.  Adamson.  Would  it  be  possible  to  have  three  or  four  times  as 
many  passengers  without  increasing  the  motive  power  or  the  capacity 
of  the  engine*  i 

Mr.  Harrison.  Yes,  if  we  had  .them.  The  only  time  w^e  can  till 
them  is  bv  excursion  mtes.     Ordinary  travel  will  not  till  them. 

I  started  out  to  say  that  I  think  the  Committee  ought  to  take  into 
consideration  the  increased  expenses. 

The  Chairman.  You  say  you  could  carry  three  or  four  times  as  many 
passengers  as  you  now  do,  but  you  have  not  got  them.  Assuming 
that  your  rate  to-day  is  3  cents  a  mile,  suppose  you  reduce  the  rate  to 
one  and  one-half  cents  a  mile:  Would  you  probably  double  the  number 
of  passengers  carried '{ 

Mr.  Harrison.  I  think  not,  sir. 

The  Chairman.  If  3'ou  did  double  the  number  of  passengers,  would 
the  result  in  receipts  and  expenditures  be  the  same  for  the  carrying? 

Mr.  Harrison.  The  result  in  expenditures  and  receipts  at  half  the 
rate  and  double  the  number  of  passengers  would  be  approximately 
exactly  the  same. 

.  Now,  to  show  the  effect  on  regular  traffic  that  a  reduction  of  i*ate 
has,  our  maximum  rates  are  3  cents  a  mile,  except  in  Florida  on  a  divi- 
sion built  and  operated  under  a  sepanite  charter,  and  it  does  not  pay 
operating  expenses,  and  there  it  is  4  cents.  Now  we  sell  a  mileage 
book  at  2i  cents  a  mile,  which  is  good  on  every  division  on  the  Louis- 
ville &  Nashville  Railroad,  even  on  a  division  where  4  cents  is  charged, 
with  the  exception  of  two  small  roads  which  we  operate  on  account  of 
the  owners  and  from  which  they  get  the  profit.  That  is  a  reduction 
from  the  regular  rate  of  20  per  cent.  You  would  think  that  the  regu- 
lar travel  would  to  a  large  extent  take  advantage  of  a  reduction  of  20 
per  cent,  and  yet  our  mfleage  books  represent  only  7  per  cent  of  our 
passenger  earnings,  showing  that  the  reduction  of  the  i*ate  does  not 
nave  any  material  effect. 

Mr.  ftscH.  Is  that  2i  cents  in  a  thousand? 

Mr.  Harrison.  Yes. 

Mr,  Richardson.  Can  you  not  make  an  estimate  of  the  number 
of  passengers  based  upon  the  population? 
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Mr.  Harrison.  I  have  those  figures  here  of  the  number  we  carry 
in  a  year. 

Mr.  Richardson.  Can  you  not  make  an  estimate  of  the  number  you 
carry,  based  upon  the  population  along  the  line  through  which  your 
roau  pa.sses? 

Mr.  Harrison.  That,  in  the  nature  of  the  case,  would  not  be  correct. 
1  might  make  an  estimate  based  on  the  increase  of  1906  over  1905. 
Practically  all  that  increase,  however,  was  on  account  of  increased 
mileage.  I  have  it  here.  In  1905  the  length  of  mileage  operated  by 
the  I^uisville  and  Nashville  Railroad  Company — and  in  speaking  of 
the  year  1905  I  always  mean  the  j^ear  ending  June  30 — the  lengUi  of 
mileage  at  that  time  was  3,826.31.  That  mileage  had  increased  for  the 
year  1906  to  4,130.91.  Now  the  number  of  passengers  carried  in 
1905  was  9,718,705.  The  number  of  passengers  carried  in  1906  was 
10,666,5(X),  an  increase  of  a  little  over  a  million  in  the  number  of  pas- 
sengers. Now,  the  passenger  earnings,  or  rather  the  earnings  from 
passenger  trains,  including  some  express,  baggage,  and  so  forth,  in 
1905  were  $10,386,044.71,  while  in  1906  they  were  $10,868,150.53,  an 
increase  of  about  $500,000.  But  there  was  an  increase  of  mileage  of 
over  200  miles. 

Now,  the  earnings  per  mile  of  road  in  1905  were $2,714.38.  In  1906 
they  were  $2,690.93,  a  decrease  of  little  over  3  per  cent;  while  the 
expenses  per  mile  of  road  in  1905  were  $1,645.16,  and  the~ expenses 
per  mile  of  road  in  1906  were  $1,857.56,  an  increase  of  over  13  per 
cent  in  expenses. 

The  Chairman.     Was  the  mileage  the  same  during  this  year  ? 

Mr.  Harrison.  No,  sir.  In  1906  there  was  a  little  over  200  miles 
of  additional  road.  We  opened  up  a  road  between  Knoxville  and 
Atlanta. 

Mr.  Mann.  How  do  the  percentage  of  the  increase  of  road  and  the 
increase  of  traffic  compare  ? 

Mr.  Harrison.  1  tnink  the  principal  increase  of  traffic,  the  total 
increase  of  traffic,  was  because  of  the  increase  of  the  mileage  of  road; 
but  when  you  spread  it  over  the  whole  mileage  operated  in  1906  it 
shows  a  decrease  of  percentage  per  mile. 

Mr.  Mann.     It  shows  a  decrease  in  percentage  i 

Mr.  Harrison.  Yes,  sir.  In  other  words,  you  have  $2,714  earn- 
ings per  mile  in  1905,  and  $2,690  earnings  per  mile  in  1906,  while  the 
increase  of  mileage  was  7  per  cent  and  the  increase  of  expenses  was 
13  per  cent. 

Mr.  Mann.     The  increase  in  receipts  is  what  I  had  in  mind. 

Mr.  Harrison.  The  increase  in  receipts  was  4.64  per  cent. 

Mr.  Ryan.  That  is  in  the  passenger  business  alone? 

Mr.  Harrison.  That  is  the  earnmgs  from  passenger  trains.  That 
includes  express,  mail,  and  things  of  that  kind.  Those  are  not  the 
figures  that  are  used  in  arriving  at  this  deduction.  The  figures  used 
in  arriving  at  this  deduction  are  $8,831,000.  Baggage  is  taken  out. 
Our  report  shows  just  earnings  from  passenger  trains. 

As  I  started  to  suggest  awhile  ago,  gentlemen,  the  increase  of 
expenses  in  every  thing  that  enters  into  the  operation  of  a  road 

Mr.  Stevens.  Before  you  come  to  that  I  would  like  to  ask  you  a 
question.  Your  expense  account  includes  losses  by  accidents  and 
casualties,  1  presume? 

Mr.  Harrison.  Yes;  and  I  might  say  in  that  connection  I  have  had 
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a  great  deal  of  experience  in  that  line,  having  settled  personal  injury 
claims  for  a  great  many  years.  While  the  passenger  earnings  of  our 
road  are  only  about  25  per  cent  of  the  total  earnings,  our  injury  claims 
are  over  50  per  cent. 

Mr.  Stevkns.  Would  the  number  of  accidents  increase  in  the  same 
proportion  if  your  busi/iess  were  doubled? 

Mr.  Harrison.  I  should  say  so.  The  number  of  claims  Ls  increas- 
ing all  the  time. 

Mr.  Stevens.  Suppose  your  passenger  traffic  is  doubled  or  the 
mileage  increased,  what  allowance  would  you  naturally  make  for 
accidents  or  claim  expenses? 

Mr.  Harrison.  The  only  wa^  we  can  arrange  matters  of  that  kind 
is  to  see  how  much  we  pay  up  m  a  year  and  charge  it  up  at  the  end  of 
the  3'ear.  We  can  not  tell  exactly  what  will  happen  in  a  year.  We 
can  judge  only  by  what  happened  the  year  before.  Our  personal  injury 
claims  last  year,  according  to  my  recollection,  were  something  like 
$250,000.  That  is  not  a  large  sum  when  you  come  to  look  at  the  earn- 
ings of  the  company,  but  over  50  per  cent  of  this  was  because  of  the 
operation  of  the  passenger  trains,  while  only  about  22  per  cent  of  the 
earnings  came  from  the  passenger  service. 

Mr.  Stevens.  Suppose  you  would  have  practically  the  same  earn- 
ings, doubling  the  number  of  passengers,  would  the  loss  by  accident 
increase  in  the  same  proportion? 

Mr.  Harrison.  It  would,  perhaps,  and  I  take  it  we  might  have  a 
very  bad  wreck.  We  have  been  fortunate  in  not  having  serious  pas- 
senger wrecks  for  seveml  years  past. 

Mr.  KscH.  Acertainproportionof  those  injury  claims  are  by  freight 
wrecks,  are  they  not? 

Mr.  Harrison.  Yes;  but  more  people  are  hit  by  passenger  than  by 
freight  trains.  You  would  have  no  idea,  unless  you  had  experience 
in  that  line— as  some  of  you  gentlemen  may  have— how  many  are  in- 
jured by  the  stopping  and  starting  of  trains;  how  many  people  turn 
up  with  a  lame  back,  who  were  standing  in  the  middle  of  tne  aisle 
ready  to  sit  down  and  the  train  started  suddenl3%  and  they  sat  down 
very  suddenly — more  suddenly  than  they  expected.  I  have  a  case  in 
mind  now  where  a  judgment  of  $10,000  was  rendered  against  us  for  a 
case  of  that  kind,  but  finall}^  we  reversed  the  judgment,  although  it 
cost  us  about  $6,000. 

Then  we  had  a  case  in  a  sleeping  car,  where  there  was  nobody  in  the 
sleeper  but  the  porter  and  the  passenger,  and  the  porter  came  in  and 
the  passenger  had  fainted.  He  testified  he  was  standing  up  in  the 
aisle  when  a  sudden  jerk  jarred  him  and  he  fell  down.  He  got  a  very 
large  judgment  against  us. 

Mr.  Richardson.  And  you  got  it  reversed? 

Mr.  Harrison.  No,  sir.     That  particular  one  we  had  to  pay. 

Mr.  Richardson.  What  is  the  policy  of  the  Louisville  and  Nash- 
ville in  a  case  of  this  kind?  The  line  is  constructed  through  a  spai-sely- 
settled  country,  with  little  freight,  and  it  is  done,  is  it  not,  for  the 
purpose  of  improving  and  developing  that  section  of  countrj'^ — that  is, 
getting  sufficient  freight  and  traffic  to  justify  the  investment? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Richardson.  Do  you  pay  that,  or  go  to  another  part  of  your 
freight  or  passenger  business  and  increase  the  charges? 

Mr.  Harrison.  Our  policy  has  always  been,  as  fsuggested  a  wh  le 
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ago,  to  have  a  uniform  rate  as  far  as  we  can.  Our  freight  rates  are 
based  on  what  we  call  our  uniform  mileage  scale.  A  man  in  Alabama, 
or  Kentucky,  or  Tennessee,  or  anywhere  else  along  the  line  of  the 
Louisville  and  Nashville  Railroad,  who  transports  his  freight  100  miles 
gets  the  same  rate,  and  it  is  our  idea  and  our  policy  to  make  the  pas- 
senger rates  the  same  way. 

Now  and  then  it  is  true  we  depart  from  that  scale.  You  can  not 
have  a  rigid  rule  in  railroading  any  more  than  in  individual  life.  We 
may  have  river  competition;  we  may  have  competition  with  other  rail- 
roads; and  we  often  have  competition  of  products  and  markets — more 
of  that  than  anything  else.  We  have  to  do  that  in  the  Birmingham 
district.  1  suppose  we  have  handled  more  traflSc  in  that  district  than 
any  other  road. 

Mr.  Richardson.  You  have  established  a  great  man}'  branch  roads 
in  that  Birmingham  district,  have  you  not? 

Mr.  Harrison.  Yes.  We  put  on  those  roads  our  regular  scale,  and 
on  every  one  of  those  branches  you  will  find  the  same  scale  in  effect, 
unless  it  has  been  departed  from  in  cases  where  it  is  necessary  to  carry 
a  product  and  the  manufactured  product  out  to  these  various  indus- 
tnes  in  other  parts  of  the  country. 

Now,  continuing  the  answer  to  your  question,  Mr.  Richardson,  we 
built  a  line  in  Eastern  Kentucky"  a  few  years  ago  where  there  are  inex- 
haustible coal  fields  that  were  never  touched  before.  That  line  was 
built  from  Corbin,  Ky.,  to  Norton,  Va.  It  cost  $46,000  a  mile, 
actual  figures,  to  build.  We  put  on  that  line  the  same  freight  scale 
as  on  the  other  lines.  But  we  put  on  a  4-cent  passenger  rate.  Only 
in  the  last  two  or  three  years  has  that  road  been  making  any  money, 
but  we  put  the  3-cent  scale,  passenger  rate,  on  that  ro^  a  few  years 
ago. 

Mr.  Richardson.  Can  you  give  me  any  estimate  of  the  increase  of 
population  in  the  Birmingham  district  since  the  Louisville  and  Nash- 
ville has  been  building  branches  out  in  that  coal  land  and  developing 
that  section  ? 

Mr.  Harrison.  I  guess  it  has  doubled,  at  least.  The  railroads  and 
the  people  down  there  are  both  prospering  together. 

Mr.  Adamson.  Along  that  line  of  discussion  I  want  to  ask  you 
about  this  instance:  If  a  particular  market  uses  a  particular  commod- 
ity, that  is,  it  is  a  market  sought  for  in  a  particular  commodity,  and 
an  emergency  arises  on  your  fine  for  that  commodity,  what  do  you  do? 

Mr.  Harrison.  We  put  ourselves  right  in  line  with  them. 

Mr.  Adamson.  Although  it  might  be  a  good  deal  further  i 

Mr.  Harrison.  Yes,  sir.  In  other  words,  we  carry  coke  from 
Apalachia  and  Stonega,  Va.,  to  Birmingham,  Ala.,  at  a  very  low  rate 
in  order  to  let  the  ovens  on  our  Virginia  line  do  business;  in  order 
to  let  them  get  rid  of  their  coke  and  coal.     It  is  about  600  miles. 

Mr.  LovERiNG.  By  the  way,  in  that  connection,  have  you  suffered 
from  the  car  famine  this  year^ 

Mr.  Harrison.  To  some  extent  we  have.  W6  are  better  equipped 
in  that  respect  than  most  of  the  other  roads.  We  have  increased  our 
equipment  in  the  last  year  100  per  cent.  We  are  not  turning  out  an 
engine  every  two  weeks  and  30  cars  a  day. 

Mr.  LiOVERiNG.  Yours  is  a  large  cotton  road? 

Mr.  Harrison.  Yes,  sir,  we  are,  pretty  much;  but  cotton  is  not  our 
biggest  product. 
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Mr.  Richardson.  How  many  cars  do  you  turn  out  in  a  day  at  the 
Decatur  Works? 

Mr.  Harrison.  I  think  it  is  fifteen. 

Mr.  Richardson.  Do  you  know  what  the  pay  roll  is  in  the  shops  at 
Liouisville? 

Mr.  Harrison.  I  think  it  is  a  little  over  $150,000  a  month,  and  the 
Decatur  is  about  two-thirds  or  three-fourths  the  size  of  the  Louisville 
shop. 

Mr.  Richardson.  That  shop  has  been  located  at  Decatur  in  the  last 
few  3'ears? 

Mr.  Harrison.  Yes;  it  has  been  located  at  Decatur  for  about  ten 

{ears.  It  has  been  operated  in  full  capacity  for  about  six  j-ears.  We 
ave  at  Louisville  one  of  the  most  modern  shops  in  the  country,  and 
we  are  turning  out  engines  very  rapidly  there. 

Mr.  Richardson.  Was  any  inducement  given  by  the  people  at 
Decatur  to  lo(»ate  the  shops  there  ? 

Mr.  Harrison.  I  think  perhaps  the  Decatur  Land  Company,  that 
was  at  that  time  exploiting  Decatur,  probably  gave  them  ground.  I 
am  not  sure  of  that,  however. 

Mr.  Richardson.  They  manifested  their  desire  to  have  the  shops 
there? 

Mr.  Harrison.  Yes.  Any  town  would  be  anxious  to  have  a  big 
concern  like  that,  which  pays  big  wages  and  employs  six  thousand 
hands,  no  matter  what  the  size  of  the  town  may  be. 

Now,  as  to  the  increase  of  expenses,  T  had  a  statement  made  up 
some  time  ago — made  up  about  this  time  last  year.  I  wanted  to  bring 
it  down  to  date,  but  have  not  been  able  to  do  so.  It  show^s  that  in  the 
last  five  years,  back  of  1906,  the  Louisville  and  Nashville  had  increased 
wages  and  salaries  of  its  officers  and  employees,  and  especially  the 
wages  of  its  employees,  20  per  cent  over  what  they  were  formerly. 
The  statement  also  showed  that  up  to  1906,  compared  with  the  pre- 
vious five  3'ears,  there  was  an  average  increase  in  the  cost  of  ever}'- 
thing  that  usually  is  bought  by  our  purchasing  department  of  20  per 
cent;  everything  used  in  the  manufacture  of  cars,  and  the  operation 
of  a  road,  and  in  the  building  of  a  road.  The  average  increase  was  20 
per  cent.  Some  things  were  increased  over  that  and  some  things  less. 
In  the  last  five  vears  lumber  has  increased  40  or  50  per  cent,  and  in 
the  last  two  years  there,  has  been  another  increase  in  some  kinds  of 
lumber;  for  instance,  car  sills,  of  100  per  cent,  or  nearl}^  100  percent. 
Our  general  manager  told  me  the  other  day  he  was  paying  $42  for  car 
sills  that  two  or  three  years  ago  he  was  paying  $25  for. 

Mr.  Bartlett.  That  is  due,  is  it  not,  to  the  scarcity  of  that  kind  of 
timber? 

Mr.  Harrison.  Yes,  sir.  You  gentlemen  who  live  in  Alabama  and 
Georgia  know,  perhaps,  that  ten  or  fifteen  years  ago  that  timber  land 
down  there  was  going  begging  at  $10  an  acre.  Now  it  is  selling  at 
from  $15  to  $25  an  acre. 

Mr.  Richardson.  Yes.  I  have  some  knowledge  of  lands  having 
been  sold  for  much  less  than  $10  an  acre  down  there  that  have  recently 
greatly  enhanced  in  price  and  value. 

Mr.  Harrison.  I  was  the  owner  of  a  tract  at  Lavilla  which  sold  for 
$15  an  acre  three  years  ago,  and  the  manager  told  me  the  other  day 
he  would  not  take  $30  for  it  now. 

Mr.  Richardson.  In  that  connection,  have  you  heard  anybody  com- 
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plain  down  in  that  section  of  country  that  the  3-cent  passenger  rate  is 
two  high  ? 

Mr.  Harrison.  We  have  some  complaints  in  Alabama.  Mr.  Comer 
seems  to  think  that  rate  is  too  high. 

Mr.  Richardson.  That  was  incidental  to  the  campaign. 

Mr.  Harrison.  The  only  complaint  has  been  of  freight  rates;  the 
onl}'  definite  complaints  have  been  as  to  freight  rates,  and  those  have 
been  on  account  of  adjustments  and  not  as  to  the  rates  themselves. 

Mr.  Richardson.  You  mentioned  the  late  Alabama  campaign.  The 
complaint  there  was  about  a  difference  in  freight  charges.  The  pas- 
senger question,  so  far  as  I  know,  was  not  mentioned.  I  have  never 
heard  it  mentioned. 

Mr.  Harrison.  Perhaps  it  has  come  up  lately,  perhaps  in  a  message 
written  to  the  legislature,  or  a  statement  in  the  newspapers  to  the 
effect  that  a  change  will  be  demanded. 

Mr.  Bartlett.  In  the  Georgia  campaign  the  mileage  tickets  were 
agitated  in  the  beginning,  but  the  agitation  did  not  seem  to  awake  as 
much  of  a  response  as  the  other,  the  freight  rate  question,  and  later 
on  nothing  was  said  about  it;  and  during  the  campaign  the  railroads 
of  their  own  motion  did  grant  interchangeable  mileage  tickets  on  the 
railroads  of  Georgia. 

Mr.  Harrison.  We  have  so  little  mileage  in  Georgia  that  I  do  not 
know  much  about  that,  but  I  know  that  for  several  years  we  have  had 
interchangeable  mileage  books,  practically  good  all  over  the  South,  at 
2i  cents  per  mile.  The  railroacl  having  perhaps  the  greatest  mileage 
down  there  was  disinclined  to  come  in,  probably  because  it  was  not  to 
its  advantage,  but  I  think  it  has  come  in. 

Mr.  Ryan.  What  has  been  the  average  increase  in  the  last  five 
years,  when  you  say  your  earnings  have  increased  25  per  cent? 

Mr.  Harrison.  The  net  earnings  have  decreased. 

Mr.  Bartlett.  You  own  the  Chattanooga  Railroad? 

Mr.  Harrison.  The  Louisville  and  Nashville  owns  the  C/hattanooga 
Railroad. 

Mr.  Bartlett.  Do  you  not  control  the  Georgia  Railroad? 

Mr.  Harrison.  The  Atlantic  Coast  Line  leased  the  Georgia  Rail- 
road, but  the  operation  I  speak  of  does  not  include  either  of  those. 
They  own  the  stock  of  the  Chattanooga,  and  they  own  the  lease  of 
the  Georgia  Railroad;  and  of  course  whatever  profit  is  derived  from 
the  operation  of  the  Georgia  Rjiilroad,  they  get  half  of  it.  In  the 
last  four  years  there  has  been  some  profit.  Before  that  there  was  a 
continual  loss. 

Mr.  Richardson.  In  order  that  you  may  have  a  fair  impression 
respecting  the  condition  in  Alabama,  I  will  say  that  Governor-elect 
Comer  is  to  be  inaugurated  in  a  few  days,  and  all  railroads  leading  to 
Montgomery,  the  State  capital,  have  offered  to  haul  free  of  charge 
the  troops  or  companies  of  militia  that  will  participate  in  the  inaugu- 
ration ceremonies,  and  also  haul  at  reduced  rates  people  desiring  to 
witness  those  ceremonies.  This  would  indicate  that  the  railroads  are 
well  disposed  towards  Governor-elect  Comer. 

Mr.  Harrison.  I  only  knew  of  their  campaign  from  reading  of  it  in 
the  newspapers — mostly  in  the  Courier-Journal.  With  all  our  faults 
we  railroaa  people  try  to  be  public  spirited  in  every  State  we  run 
through.  We  carr}^  people  to  military  encampments  and  patriotic 
gatherings. 
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Mr.  EscH.  Do  you  manufacture  rails  in  Birmingham? 

Mr.  Habrison.  Yes,  sir. 

Mr.  EscH.  Do  you  know  if  there  has  been  an  appreciable  increase  in 
the  cost  of  rails  in  the  last  few  years? 

Mr.  Harrison.  They  went  down  and  then  they  went  up  again.  My 
impression  is  that  rails  cost  more  than  they  did  eight  or  ten  years  ago, 
but  not  as  much  as  they  did  many  years  ago. 

Mr.  EscH.  They  have  really  been  quite  constant  in  price  for  the  last 
six  or  eight  years? 

Mr.  Harrison.  Yes,  sir. 

Mr.  EscH.  So  that  that  would  not  be  much  of  a  factor  in  increasing 
the  cost  of  materials? 

Mr.  Harrison.  No;  except  that  the  railroads  find  it  necessary  to 
have  heavier  rails  than  formerly.  Whereas  they  used  to  lay  60-pound 
rails,  they  now  lay  80  or  90  pound  rails.  The  price  of  ties  has  doubled 
in  the  last  few  years  on  account  of  the  scarcity  of  the  timber:  that  is  a 
large  item. 

Mr.  EscH.  Do  you  treat  your  ties  by  creosoting? 

Mr.  Harrison.  Yes;  but  I  referred  to  the  price  in  the  woods  to  tbe 
men  who  get  them  out.  We  are  experimenting  in  the  raising  of  ties 
where  we  have  a  little  extra  land,  and  we  are  planting  walnut  trees 
and  catalpa  trees  there. 

Mr.  EscH.  They  are  rapid  growers ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Richardson.  Where  the  density  of  population  and  traffic  in- 
creases the  rates  decrease? 

Mr.  Harrison.  We  claim  that,  and  I  think  we  can  show  it.  I  admit 
frankly  that  the  passenger  rates  have  not  been  decreased  as  much  as 
the  freight  rates;  but,  as  I  tried  to  suggest  to  the  committee,  the 
passenger  rates  bear  upon  an  individual  or  community  differently  from 
a  freight  rate.  A  discriminating  freight  rate  affects  a  community 
seriousl}- ,  because  everything  that  goes  in  or  comes  out  of  that  cona- 
munity,  everything  that  a  man  eats  or  uses,  pays  tribute  to  that 
freight  rate,  whereas  in  the  case  of  a  passenger  rate  it  is  a  matter  of 
individualism. 

Mr.  LovERiNCj.  About  how  many  classes  of  tickets  have  you? 

Mr.  Harrison.  Genei*ally  our  tickets  are  car  tickets.  We  sell  mile- 
age books  and  round-trip  tickets  also. 

Mr.  LovERiNG.  Have  you  quarterly  or  annual  passes? 

Mr.  Harrison.  We  have  been  issuing  a  good  many  annual  passes, 
and  time  passes,  and  things  of  that  kind.  Then  we  also  sell  in  tne  few 
cities  where  they  are  called  for,  where  there  are  outlying  suburbs, 
commutation  tickets  and  school  tickets.  We  sell  those  all  over  the 
system,  monthlv  tickets,  business  tickets,  and  family  tickets,  and  the3' 
are  very  much-  less  than  2  cents  a  mile. 

Mr.  LovERiNG.  When  you  gave  the  numl)er,  fifteen  passengers  per 
car,  that  includes  all  classes  and  deadheads? 

Mr.  Harrison.  Yes,  and  commuters.  Around  Louisville  we  have 
a  good  many,  and  some  along  the  coast  and  around  New  Orleans,  and 
also  around  Nashville;  but  as  a  general  rule  we  have  not  the  kind  of 
county  population  around  our  cities  that  uses  commutation  tickets  to  a 
great  extent.  Like  the  other  roads  in  the  South  and  the  country,  we 
are  continually  called  upon  both  by  the  needs  of  the  company  and  the 
demands  of  the  public  and  by  legislation  to  furnish  more  modern  a  d 
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better  appliances  for  the  hauling  of  freight  and  passenger  service.  We 
are  now  engaged  in  double  tracking  some  portions  of  the  road.  We  are 
also  engaged  in  putting  in  block-signals.  There  has  been  no  legisla- 
tion requiring  us  to  do  so,  but  the  intention  is  as  soon  as  practicable 
and  as  soon  as  the  money  can  be  furnished  to  cover  the  whole  road 
with  block-signals.  But  we  are  now  first  taking  spots  that  seem  to 
need  it  most,  and  we  are  double  tracking  in  those  places.  Those  things 
cost  millions  of  dollars,  and  the  money  must  come  from  somewhere. 

Mr.  Richardson.  Where  do  you  contemplate  double  tracking? 

Mr.  Harrison.  Down  near  Birmingham,  and'  also  £rom  Decatur  to 
Montgomery. 

Mr.  Richardson.  Is  it  not  true  that  you  are  contemplating  the 
building  of  new  lines  this  year? 

Mr.  Harrison.  We  are  completing  some  new  lines  and  building 
some  branches.  We  are  opening  up  one  in  Kentucky  as  a  feeder  to 
our  other  lines,  and  lately  we  have  opened  one  from  Knoxville  to 
Atlanta,  and  that  gives  to  the  Atlanta  and  Georgia  country  the  advan- 
tage  of  what  is  known  as  the  Jellico  coal  Holds. 

Mr.  Richardson.  How  many  miles  of  trackage  do  you  contemplate 
that  the  I^uisville  and  Nashville  will  construct  between  Louisville 
and  New  Orleans  in  the  coming  year? 

Mr.  Harrison.  I  do  not  know,  but  perhaps  two  hundred  miles. 

Mr.  Adamson.  Do  you  contemplate  getting  all  or  any  part  of  the 
money  you  need  for  making  these  improvements  by  issuing  5,000-mile 
books,  unlimited?  What  class  of  people  would  use  those  books— the 
people  who  now  use  the  regular  trains? 

Mr.  Harrison.  I  think  people  who  travel  a  good  deal,  who  could 
afford  it.  The  man  who  took  only  an  occasional  trip,  and  the  pian 
vou  get  your  monej^  from,  would  not  buy  them.  Our  present  mileage 
lKH)k  giV^es  a  20  per  cent  reduction  on  the  ticket  rates,  and  only 
about  7  per  cent  of  our  passenger  traffic  conies  from  mileage  books. 

Mr.  Adamson.  The  casual  traveler  would  not  buy  them? 

Mr.  Harrison.  No;  it  would  be  just  as  it  is  here  in  Washington. 
The  casual  traveler  in  Washington  on  a  street  car  usually  pa^'s  money 
instead  of  buying  ticketi5.  I  was  riding  in  a  street  car  the  other  day 
and  the  conductor  said,  '^  Tickets  'i "  I  did  not  know  what  he  meant  at 
first.     I  never  have  bought  tickets  since  I  have  been  in  Washington. 

Mr.  Mann.  I  advise  you  to  do  so.     It  is  prett}-  economical. 

Mr.  Harrison.  I  do  not  get  here  very  often.  Once  in  Detroit  I 
bought  six  or  eight  tickets,  and  lost  three  of  them,  so  that  I  was  out 
by  the  trade.     [Laughter.] 

Mr.  Mann.  You  do  not  mean  that  a  5,000  mileage  book  substitut- 
ing 2  cents  for  3  cents  would  be  issued  by  your  company  in  the  near 
future? 

Mr.  Harrison.  No,  sir;  I  do  not  think  so. 

Mr.  Adamson.  One  good  way  to  avoid  legislation  is  to  do  some- 
thing voluntarily  yourself. 

Mr.  Harrison.  I  have  seen  instances  where  that  sort  of  thing  has 
given  rise  to  legislation,  worse  legislation,  in  the  State. 

Mr.  Ryan.  Would  there  be  any  objection  by  those  who  use  them  i 

Mr.  Harrison.  I  suppose  the  drummers  would. 

Mr.  Ryan.  In  fact  there  is  never  a  demand  for  an  increase  of  rates? 

Mr.  Harrison.  No,  sir;  but  there  is  always  a  demand  for  a  decrease 
in  everything,  and  never  for  an  increase.     The  only  demand  we  have  for 
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an  increase  is  for  an  increase  in  wages.  [Laughter.]  Some  of  us  are 
demanding  increases  of  wages  and  do  not  get  it,  but  the  fellows  that 
are  organized  get  it.  We  have  practically  increased  the  wages  of  the 
shop  men  all  through. 

Mr.  Richardson.  I  have  seen  the  complaint  made,  and  perhaps  it 
has  some  foundation,  that  where  you  increase  the  wages  of  the  opera- 
tives and  where  they  had  to  rent  houses  the  owners  correspond mgly 
raised  the  rents  on  them. 

Mr.  Harrison.  Yes;  everything  has  increased  in  the  last  few  years. 
I  know  that  personally.  I  keep  house,  and  I  figure  that  it  costs  me 
about  30  per  cent  more  than  it  did  five  years  ago.  It  may  be  because 
1  am  living  perhaps  a  little  better,  but  1  do  not  see  it- 
Mr.  Bartlett.  You  are  not  alone  in  that. 

Mr.  Harrison.  No,  sir. 

Mr.  Mann.  I  think  there  are  at  least  three  members  of  this  com- 
mittee who  think  our  salaries  are  not  too  much.     [Laughter.] 

Mr.  Adamson.  Some  of  us  did  not  want  any  more,  and  did  not  want 
to  intimate  or  admit  that  others  were  worth  any  more  than  we. 

Mr.  Richardson.  Another  reason  is  that  the  hotel  keepers  would 
get  whatever  increase  we  got. .   [Laughter.  J 

Mr.  Harrison.  They  would  in  Washington.  The  traveling  man 
will  admit  that  the  smallest  item  of  expense  in  traveling  is  the  railroad 
fare.  I  know  that  to  be  a  fact  myself.  If  a  man  travels  regularly 
the  railroad  fare  is  the  smallest  part  of  his  expenses. 

If  a  suggestion  from  me  is  in  order,  I  think  Congress  ought  to  look 
carefully  into  all  these  matters,  because  if  an  evil  or  wrong  is  done 
there  is  no  way  to  remed}^  it,  and  passenger  fares,  collected  here  and 
thefe  from  individuals  in  many  cases  do  not  affect  the  men  injuriously 
who  pay  them,  while  a  reduction  of  fares  would  injuriously  affect  the 
company  that  pays  that  aggregate  expense.  Your  bill  will  not  provide 
that  the  Government  will  guarantee  the  amount  of  business  tnat  will 
be  necessary  in  order  to  get  that  money  back,  and  it  is  not  going  to 
guarantee,  as  the  Illinois  Central  has  lately  agreed  to  do,  to  pay  a 
largely  increased  rate  of  wages  to  the  operators,  engineers,  firemen, 
and  others  over  last  j'ear. 

Mr.  Mann.  1  remember  when  the  regular  rate  of  fare  on  most  of  the 
Illinois  roads  was  5  cents.  Under  an  act  of  the  legislature  of  Illinoisand 
a  commission  the  rate  was  reduced  to  3  cents  and  they  claimed  that  it 
would  break  them  up.  I  have  no  doubt  they  would  all  admit  now 
that  it  was  the  best  thing  that  ever  happened  to  them. 

Mr.  Adamson.  The  first  ticket  I  ever  bought  was  6  cents  a  mile. 

Mr.  Harrison.  I  do  not  believe,  however,  with  all  due  respect  to 
this  Committee,  or  any  committee  that  has  a  great  duty  to  perform, 
can  get  at  the  bottom  of  such  a  question  as  this,  andean  not  form  as 
good  an  opinion  on  a  question  or  this  kind  as  men  could  who  have 
spent  their  lives  in  that  business.  I  believe  with  the  bill,  the  rate  bill, 
passed  last  year,  with  the  Interstate  Commerce  Commission  having 
power  to  recti f 3'  individual  cases.  Congress  ought  not  go  ahead  now 
and  make  wholesale  horizontal  reductions. 

Mr.  Richardson.  Do  you  not  think  it  good  policy  to  let  the  legisla- 
tion that  Congress  has  alread^^  enacted  be  tried  first,  and  see  how  it 
develops  and  what  its  errors  and  defects  may  bet 

Mr.  Harrison.  Yes.  I  think  the  members  of  the  Commission  to 
whom  high  salaries  are  paid  will  become  experts  in  this  business,  and 
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my  opinion  is  that  it  would  be  best  to  let  them  settle  the  questions 
between  the  public  and  the  railroads  and  giv  e  the  public  and  the  rail-  • 
roads  a  chance  to  got  together. 

Mr.  I^CHARDSON.  The  first  application  we  have  is  now  to  change 
that  legislation  which  took  us  several  years  to  get  through;  an  appli- 
cation to  change  it  by  a  party  of  gentlemen  before  it  is  enforced. 

Mr.  Harrison.  Yes.  We  all  know  that  everybodv's  expenses  are 
increasing.  The  only  thing  that  has  decreased  in  the  United  States  to 
my  knowledge  in  the  last  twent}^  years  has  been  railroad  rates,  both 
the  freight  and  passenger,  and  the  statistics  of  the  Interstate  Com- 
merce Commission  show  that  the  passenger  rates  now  charged  in  the 
Tnited  States  are  on  the  average,  taking  into  consideration  the  excur- 
sion business,  less  than  two  cents  a  mile.  They  are  one  and  nine- 
tenths  cents,  or  something  like  that. 

Now  it  is  true,  and  I  believe  it,  that  if  the  railroads  could  get  the 
same  amount  of  travel  and  cut  out  this  excursion  business,  and  settle 
rates  as  much  as  possible  among  themselves,  and  fix  the  rates  for 
school  children  and  commuters'  rates,  they  would  be,  on  a  two-cent 
bjisis,  better  off  than  they  are  now,  and  it  would  be  easier  to  handle 
the  business;  but  1  think  it  would  be  of  great  detriment  to  the  country. 

Mr.  Adamson.  Ought  they  not  to  reduce  in  order  to  develop  the 
biLsiness  throughout  the  countr}',  instead  of  having  it  in  lumps? 

Mr.  Harrison.  A  man  who  travels  regularl}'^  and  travels  everj^  day, 
who  goes  out  in  the  country  to  live,  and  has  an  easy  way  to  get  into 
town,  gets  a  commutation  ticket;  and  then  we  come  to  the  charitable 
institutions,  and  ministers  of  the  gospel,  and  cases  of  that  kind;  and 
then  along  come  excursions  to  enable  people  to  travel;  and  a  man  who 
livens  in  an  inland  State,  like  Kentucky,  for  example,  who  has  never 
seen  the  seashore  or  the  ocean,  if  he  can  come  1,000  miles  and  spend 
two  weeks  for  $15 — and  they  run  them  in  solid  trains— that  is  a  good 
thing  for  him,  and  for  those  people  generally.  That  is  the  only  vaca- 
tion they  get. 

Mr.  Adamson.  But  I  ttike  it  that  in  an  excursion  the  facilities  of 
education  are  not  as  great  as  if  he  can  take  his  pleasure  in  his  own 
time  and  go  when  he  chooses. 

Mr.  IIarrison.  A  great  many  men  would  have  $4:0  to  spend  fo 
their  whole  vacation,  and  would  rather  take  their  chances  of  taking 
trip  of  that  kind  in  an  excursion. 

Mr.  Kennedy.  Do  any  of  the  States  in  which  you  operate  have  a 
rate  fixed  by  law  ? 

Mr.  Harrison.  No,  sir;  none  of  them,  but  ever\'  one  of  them  has  a 
railroad  commission. 

Mr.  Kenxedy.  Do  they  fix  the  rates? 

Mr.  Harrison.  No  practical  rate. 

Mr.  Kennedy.  Our  State,  Ohio,  has  a  2-cent  rate. 

Mr.  Harrison.  Yes;  we  do  business  in  your  State,  in  the  sense  of 
terminal  business  alone. 

Mr.  Kennedy.  If  a  man  buys  a  ticket  at  Sharon,  Pa.,  to  any  point 
in  Ohio  it  is  3  cents  per  mile.  Across  the  State  line,  in  OHio,  if  a 
man  buys  a  ticket,  he  will  get  a  2-cent  rate. 

Mr.  Harrison.  We  find  it  is  necessary  to  make  the  same  charge. 
In  other  words,  we  believe  that  if  a  bill  of  this  kind  should  pass  or  go 
into  effect  we  should  have  to  make  our  State  rate  on  the  same  basis  as 
the  interstate  rate.     In  Kentucky,  say,  where  we  have  a  larger  pro- 
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portion  of  our  mileage,  we  would  have  to  put  in  a  2-cent  rate,  and  if 
we  did  so  we  could  not  sustain  a  3-cent  rate  in  Tennessee  or  Alabama; 
or  if  Tennessee  or  Alabama,  or  either  of  them,  put  in  a  2-cent  rate 
we  could  not  sustain  the  3-cent  rate  in  Kentucky. 

Mr.  Kennedy.  When  vour  road  built  the  road  to  reach  the  coal 
field  in  Kentucky,  was  itf 

Mr.  Harrison.  Yes. 

Mr.  Kennedy.  Did  you  incorporate  that  road,  or  did  you  lease  it  if 

Mr.  Harrison.  No,  sir;  they  built  it  under  its  own  charter. 

Mr.  Kennedy.  The  Louisville  and  Nashville  charter? 

Mr.  Harrison.  Yes,  sir;  we  are  building  another  road  under  another 
charter.  Whenever  it  is  built  we  will  take  it  over.  That  was  done 
in  order  to  get  the  right  of  way  cheaply,  and  to  keep  competitors  in 
the  dark  as  much  as  possible. 

Mr.  Richardson.  Have  you  not  some  policy  in  the  Louisville  and 
Nashville  Railroad  by  which  emigrants  or  settlers  coming  from  the 
Northern  or  Middle  States  are  transported  more  cheapk  than  the  ordi- 
nary passenger  traffic? 

Mr.  Harrison.  We  have  a  department  which  has  lately  been  organ- 
ized in  the  last  two  or  three  years,  called  the  Industrial  Emigration 
Department.  The  duties  of  the  man  in  charge  of  that  and  of  his 
sutordinates  are  to  exploit  the  advantages  and  features  on  our  line  of 
road,  and  that  has  been  done  especially  in  Alabama  and  Georgia;  and 
in  Alabama,  since  the  organization  has  been  at  work,  the  price  of  land 
has  increased  from  $3  and  $5  to  $25  an  acre.  Much  of  that  land 
recently  bought  by  those  people  is  used  for  trucking. 

Mr.  KiciiARDSON.  Have  you  any  idea,  taking  the  fiscal  year  ending 
June  30  last,  how  many  settlers,  not  immigrants,  but  settles  from  the 
Northern  States — Indiana,  New  York,  Illmois,  Ohio,  etc. — were  car- 
ried over  the  Louisville  and  Nashville  Road  and  were  located  in 
Alabama? 

Mr.  Harrison.  No,  sir. 

Mr.  Richardson.  I  have  the  Kgures.  The  number  was  711  fami- 
lies, and  they  took  up  42,000  acres  of  land.  The  bulk  of  those  people 
came  from  the  State  of  Illinois.  ^ 

Mr.  Harrison.  We  sent  a  lot  of  them  down  there,  and  that  has 
been  in  operation  only  about  three  or  four  years. 

Mr.  Ryan.  You  do  that  for  future  business? 

Mr.  Harrison.  Yes;  not  for  pure  philanthrop3\  It  is  a  business 
proposition.  It  is  time,  I  think,  to  recognize  the  fact  that  a  railroad 
can  not  prosper  without  the  people  prospering  in  the  territory  through 
which  it  passes.  The  proposition  of  squeezing  the  life  out  of  a  region 
or  community  is  impracticable. 

Mr.  Richardson.  You  know  Mr.  Pratt? 

Mr.  Harrison.  Yes,  sir.  They  have  raised  the  price  of  land  down 
there,  and  I  expect  you  know  about  that  better  than  I  do. 

Mr.  Richardson.  And  they  have  done  this  and  greatly  tended  to 
increase  the  amount  of  cotton  produced  by  white  labor? 

Mr.  Harrison.  Yes;  they  have  increased  the  white  labor  of  the 
South. 

Mr.  EscH.  In  some  of  the  Western  lines,  or  on  most  of  the  Western 
lines,  the}'  will  sell  you  a  1,000-mile  ticket,  and  when  you  come  to  sur- 
render or  turn  the  ticket  in,  or  turn  in  the  cover,  they  will  make  a 
rebate  of  $19.50. 
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Mr.  Harrison.  Yes,  we  have  that. 

Mr.  EscH.  Is  there  a  time  limit? 

Mr.  Harrison.  It  is  usually  extended  for  a  year,  but  it  is  redeemed 
at  face  value  by  sending  it  in  to  the  geneml  passenger  asfent.  It  is  not 
practicable  to  redeem  it  at  every  station.  All  the  holder  has  to  do  is 
to  put  a  two  cent  stamp  on  it  and  send  it  to  the  general  passenger 
agent,  and  it  is  then  redeemed. 

Now  I  have  some  figures  as  to  the  relative  population  of  some  por- 
tions of  the  South 

Mr.  A  DAMSON.  Do  you  redeem  the  balance  of  that  ticket  at  2i  cents 
a  mile? 

Mr.  Harrison.  We  do,  or  we  issue  it  anew  again. 

There  are  three  or  four  propositions  that  I  want  to  suggest  to  the 
Committee,  and  without  argument  I  will  give  the  figures  on  which  I 
base  them. 

First.  That  other  thin^  being  equal,  earnings  on  passenger  business 
of  a  given  road  increase  m  proportion  to  the  volume  of  traffic  handled, 
and, 

Second.  That  the  volume  of  traffic  increases  in  direct  ratio  to  the 
density  of  population  in  the  territory  traversed,  and. 

Third.  That  the  economic  law  that  the  price  that  can  profitably  be 
charged  for  a  given  quantity  decreases  in  proportion  to  the  increase 
in  the  amount  sold  governs  passenger  as  well  as  other  business,  whence 
it  follows. 

Fourth.  That  a  road  operating  through  a  thickly  |>opulated  section 
of  the  country  can  afford  to  accept  a  lower  rate  per  mile  for  passenger 
transportation  than  a  road  serving  a  comparatively  sparsely  settled 
portion  of  the  country. 

Now,  the  Louisville  and  Nashville  Railroad  is  distinctlv  a  Southern 
railroad.  It  was  incorporated  in  Kentuck3\  It  was  built  South,  and 
all  the  lines  it  operates  are  in  the  South  except  a  small  portion  running 
from  Evansville,  Ind.,  to  East  St.  Louis,  111.,  and  it  nas  a  stock  con- 
nection running  to  Chicago.  But  the  Louisville  and  Nashville  Rail- 
road is  a  distinctively  Southern  luilroad  as  a  definite  proposition,  its 
E roper  lines  being  in  Kentucky,  Tennessee,  and  Alabama,  and  it 
aving  also  lines  in  North  Carolina,  Illinois  and  Indiana,  and  having 
terminals  in  Ohio  and  Missouri.  It  also  has  66  miles  of  railroad  in 
the  State  of  Virginia. 

I  have  made  a  table  showing  the  comparison  of  results  of  operations 
of  roads  in  the  New  England  States  and  Middle  States,  the  South 
Atlantic  States,  the  Gulf  and  Mississippi  Valley  States. 

It  may  be  assumed,  in  view  of  the  fact  that  certain  roads  operating 
in  New  England  and  Eastern  States  have  adopted  a  maximum  rate  of 
2  cents  per  mile  for  passenger  ti'ansportation,  that  such  rate  is  not 
unreasonable  on  such  roads;  but  it  does  not  follow  that  such  rate  would 
be  reasonable  or  just  on  other  roads  serving  a  different  section  of  the 
country  where  the  circumstances  and  conditions  surrounding  the  traffic, 
especially  so  far  as  density  of  population,  amount  of  travel,  earnings 
fnpi  passenger  transportation,  etc.,  are  concerned,  are  substantially 
cHtoimilar.  Hence  it  remains  to  show  the  totallj^  dissimiliar  conditions 
surrounding  the  transportation  of  mssenger  traffic  in  Southern  States 
from  those  controlling  in  the  New  England  and  Eastern  States. 

The  following  comparisons  of  results  of  operations  of  roads  in  the 
New  England  and  Middle  States  with  those  m  the  South  Atlantic  and 
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Gulf  and  Mississippi  Valley  States  (as  enumerated  below)  during  the 
year  1905,  have  been  taken  from  Poors  Manual  of  Railroads  for  1906, 
and  are  reproduced  for  the  purpose  of  showing  the  dissimilarity 
between  conditions  in  the  Southern  States  and  those  in  ttie  Eastern 
and  New  England  States. 
The  groups  mentioned  are  [reads] : 

Neti'  England  States. — Maine,  New  Hampshire,  Vermont,  Massachusetts,  Rhode 
Island,  and  Connecticut. 

Middle  States. — New  York,  New  Jersey,  Pennsylvania,  Delaware,  and  Maryland. 

South  Atlantic  Stfti^s.—\ irginm,  West"  Virginia,  North  Carolina,  South  Carolina, 
Georgia,  and  Florida. 

Qvif  and  MisBimppi  Valley  States. — Alabama,  Mississippi,  Kentucky,  Tennessee, 
and  Ix)uisiana. 

The  following  shows  the  length  of  roads  in  operation,  the  number 
of  passengers  carried,  and  the  average  number  of  passengers  carried 

Ser  mile  of  railroad  during  the  year  1905  in  the  United  States,  in  the 
few  England  States,  in  the  Middle  States,  in  the  South  Atlantic  States, 
and  in  the  Gulf  and  Mississippi  Valley  States : 


,    Average 
Length  of     Number  of    number  of 
roads  in    |  pani^engers     pa^^tengers 
operation.       carried.      ,x>ermileof 
road. 


UnitedStates 213.635  746,446,641  3.489 

New  England  States 7,922  125,614,430  16.856 

MiddleStotes 26,9.M  ,  291,117,69»)  10.800 

South  Atlantic  States 25,781  3S,U11.809  1.474 

Gulf  and  Mlj»sissippi  Valley  States i  11,473  21,643,000  l,8t« 

This  table  shows,  gentlemen,  that  while  the  roads  in  the  New  England 
States  and  in  the  Middle  States  are  the  only  ones,  I  understand,  that 
on  account  of  business  purposes  or  business  considerations,  for  reasons 
of  their  own,  have  put  the  2  cents  a  mile  rate  into  effect,  I  assume  that 
in  doing  that  they  hnd  it  possible  to  exist  and  make  a  protit  at  that 
rate.  That  is  the  principal  reason  why  1  compare  the  territory  of 
those  lines  with  the  Southern  States  to  show  the  density  of  tralBc. 

The  above  table  also  shows  that  the  mileage  of  roads  in  the  New 
England  States  was  only  3.71  per  cent  of  the  total  mileage  in  the 
United  States,  while  the  number  of  passengers  carried  by  roads  in  the 
New  England  States  was  16.85  per  cent  of  the  total  number  of  passen 
gers  carried  in  the  United  States. 

In  other  words,  they  carried  live  times  as  many  passengers  as  the\' 
would  carry  if  each  part  of  the  country  was  equally  populous. 

Mr.  Adamson.  The  average? 

Mr.  Harrison.  Yes.  It  shows,  too,  that  the  mileage  of  roads  in  the 
Middle  States  was  only  12.62  per  cent  of  the  total  mileage  in  the  United 
States,  while  the  number  of  passengers  carried  by  roads  in  the  Middle 
States  was  39.05  per  cent  of  the  total  number  of  passengei-s  carried  in 
the  United' States. 

It  shows  that  the  mileage  of  roads  in  the  South  Atlantic  States  was 
12.07  per  cent  of  the  total  mileage  in  the  United  States,  although  the 
number  of  passengers  carried  by  the  roads  in  the  South  Atlantic  States 
was  only  5.10  per  cent  of  the  total  number  of  passengers  carried  in 
the  United  States. 

It  shows  that  the  mileage  of  roads  in  the  Gulf  and  Mississippi  Valley 
States  was  5.37  per  cent  of  the  total  mileage  in  the  United  States, 
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although  the  number  of  passengers  carried  by  roads  in  the  Gulf  and 
Mississippi  Valle}^  States  was  only  2.77  per  cent  of  the  total  number 
of  passengers  carried  in  the  United  States. 

Further,  it  shows  that  the  avemge  number  of  passengers  carried 
per  mile  of  road  in  the  New  England  States  was  4.54  times  as  many  as 
the  average  number  of  passengers  carried  per  mile  of  road  in  the 
United  States,  and  that  the  average  number  of  passengers  carried  per 
mile  of  road  in  the  Middle  States  was  3.09  times  as  man\-  as  the  average 
number  of  passengers  carried  per  mile  of  road  in  the  United  States, 
while  the  average  number  of  passengers  carried  per  mile  of  road  in 
the  South  Atlantic  States  was  only  0.42,  and  in  the  Gulf  and  Mississippi 
Valley  States  only  0.58  times  as  many  as  the  average  number  of  pas- 
sengers carried  per  mile  of  road  in  the  United  States  generally. 

Now,  compare  the  districts  and  sections  to  which  I  have  called  atten- 
tion with  each  other. 

Mr.  Sherman.  If  it  will  not  interrupt  you,  let  me  ask  you  right 
there:  Is  it  not  a  fact  that  in  some  of  the  sections  you  refer  to,  for 
instance,  your  territory  from  Louisville  to  the  Gulf,  there  is  a  section 
in  which  the  average  passenger  would  not  travel  very  much  farther 
than  the  average  passenger  would  travel  in  the  New  England  States^ 

Mr.  Harrison.  That  is  a  fact. 

Mr.  Adamson.  Yet  you  tabulate  it  per  mile'^ 

Mr.  Harrison.  Yes! 

Mr.  Sherman.  But  you  are  not  giving  it  per  mile. 

Mr.  Harrison.  I  will  give  it.  These  figures  are  taken  from  Poors' 
Manual  and  the  reports  of  the  Interstate  Commerce  Commission. 
Now,  this  table  which  I  will  file  with  the  committee,  with  your  per- 
mission, also  shows  that  while  the  number  of  miles  of  road  in  operation 
in  the  South  Atlantic  States  was  3.26  times  as  many,  and  in  the  Gulf 
and  Mississippi  Valley  States  1.48  times  as  many,  as  the  number  of 
miles  of  road  in  operation  in  the  New  England  States,  yet  the  number 
of  passengers  carried  by  roads  in  the  New  England  States  was  3.3 
times  as  many  as  in  the  South  Atlantic  States,  and  5.3  times  as  many 
as  in  the  Gulf  and  Mississippi  Valley  States ;  and  that  the  average 
number  of  passengers  carried  per  mile  of  road  in  the  New  England 
States  was  10.7  times  as  many  as  the  average  number  per  mile  of  road 
in  the  South  Atlantic  States,  and  5.19  times  as  many  as  the  average 
number  carried  per  uiile  of  road  in  the  Gulf  and  Mississippi  Valley 
States. 

Mr.  Sherman.  Is  not  the  conclusion  to  be  drawn  from  those  figures, 
then,  either  that  you  are  not  charging  enough,  or  that  the  railroads 
in  certain  other  sections  of  the  country,  to  which  you  refer,  are  charg- 
ing vastly  more  than  they  should,  according  to  your  argument? 

Mr.  Harrison.  No,  sir;  I  do  not  think  so.  VVe  are  simply  showing 
not  that  the  railroads  there  charge  too  much,  but  that  our  railroads  are 
not  charging  too  much.  I  think  it  is  not  assumed  that  because  a  rail- 
road makes  money  it  is  charging  too  much,  any  more  than  any  other 
business,  because  you  ought  to  look  at  the  value  of  the  service  that  is 
being  rendered  to  the  man,  and  I  presume  those  roads  you  refer  to  are 
giving  good  service- for  value  received  for  2  cents  a  mile;  as  good 
service  for  2  cents  a  mile  as  we  claim  in  respect  to  the  service  rendered 
for  3  cents  a  mile. 

Mr.  Ryan.  On  the  basis  of  that  calculation  you  ought  to  get  from 
eight  to  ten  times  as  much  as  they  get  in  New  England. 
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Mr.  Harrison.  Yes;  if  that  were  the  only  controlling  feature.  But 
1  am  giving  that  to  show  the  wide  divergence  of  circumstances  through- 
out tne  country,  and  to  show  how  unjust  it  would  be  to  make  a  hard- 
and-fast  rule  and  say  that  we  in  the  Southern  States  should  be  governed 
by  the  same  conditions  as  obtain  in  New  England. 

Mr.  Bartlett.  That  is  on  the  principle  that  a  man  having  more 
customers  will  make  more  money 'i? 

Mr.  Harrison.  Yes.  If  a  man  sells  a  thousand  dollars'  worth  of 
groceries  a  month,  he  is  bound  to  sell  them  at  a  greater  gross  profit 
than  a  man  who  sells  only  one  hundred  dollars'  worth. 

Mr.  Sherman.  That  does  not  include  the  right  of  way? 

Mr.  Harrison.  No,  sir. 

Mr.  A  DAMSON.  You  lose  sight  of  the  public  function  which  the  rail- 
roads perform. 

Mr.  Harrison.  No,  sir;  I  do  not. 

Mr.  Adamson.  The  railroad  is  a  quasi-public  institution,  and  is 
required  to  perform  a  certain  public  function. 

Mr.  Harrison.  I  say  that  the  railroad  is  entitled  to  its  hire. 

Mr.  Adamson.  You  said  that  the  fact  that  a  man  was  making  money 
did  not  show  that  he  was  charging  too  much? 

Mr.  Harrison.  Yes. 

Mr.  Adamson.  But  the  people  who  primarily  grant  the  franchises 
to  the  road,  the  road  being  a  public  institution,  have  the  right  to  use 
it  at  a  proper  rate. 

Mr.  Harrison.  Yes.  1  take  this  position,  that  a  railroad  company 
has  the  right  to  charge  only  a  reasonable  rate  for  the  service  it 
performs,  whether  it  makes  or  loses  money.  If  it  can  not  stay  in 
business  at  a  reasonable-  rate,  let  it  go  out  of  business.  If  another 
management  comes  in  and  can  make  money  and  still  treat  its  people 
fairly,  I  say  the  fact  that  it  does  make  money  is  no  valid  reason  for 
cutting  down  the  rate.  After  all,  there  are  a  great  many  things  that 
must  be  taken  into  consideration  in  arriving  at  what  is  a  reasonable 
rate,  and  when  that  is  arrived  at  the  railroad  company'  has  the  right 
to  charge  that,  and  no  more,  and  no  less. 

Mr.  Adamson.  If  it  makes  an  undue  profit  from  the  people  on  whom 
it  lives,  there  should  be  an  inquiry  about  it. 

Mr.  Harrison.  If  it  makes  an  outrageous  profit  it  should  be  looked 
into. 

Mr.  Adamson.  I  do  not  mean  an  outrageous  profit,  but  a  profit  out 
of  proper  proportion. 

Mr.  Harrison.  I  do  not  think  you  will  find  one  that  does  that. 

Mr.  Sherman.  Do  you  not  think  we  ought  to  have  furnished,  by 
some  of  these  gentlemen,  certain  other  facts  than  these  you  now  pre- 
sent? For  instance,  the  fact  that  the  average  price  per  acre  would  be 
$30  per  acre  between  New  York  and  New  Haven,  on  the  New  Haven 
road  ?  In  some  localities  it  would  be  $3,000.  The  cost  of  construction 
between  New  York  and  New  Haven  is  perhaps  the  most  expensive  in 
the  world.  There  are  75  miles  where  there  is  not  a  single  grade  cross- 
ing. Do  you  not  think  that  those  facts  ought  also  to  be  presented 
here? 

Mr.  Harrison.  Yes,  sir;  and  that  was  exactly  the  point  I  was  making 
awhile  ago  in  suggesting  that  a  legislative  committee  should  not  attempt 
to  make  a  horizontal  reduction  of  rates  as  a  whole,  because  it  is  abso- 
lutely impossible  to  give  all  those  facts.     I  could  work  a  year  upon 
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those  facts  and  still  not  get  to  the  bottom  of  them.  We  have  to  give 
you  what  we  can. 

Here  you  have,  in  the  Interstate  Commerce  Commission,  a  trained 
body  that  has  the  right  to  remedy  these  things,  and  who  do  not  have 
to  make  a  horizontal  or  rigid  rule,  and  who  can  make  a  particular  case 
fit  the  circumstances  of  that  case.  That  is  why  I  claim  there  ought  not 
to  be  any  law  or  legislation  on  the  subject.  You  might  ask  the  Inter- 
state Commerce  Commission  to  investigate  or  find  out  what  could  be 
done  and  report  to  Congress,  to  let  them  change  it. 

Mr.  KJENNEDr.  That  body  takes  up  these  matters  on  the  complaint 
of  the  individual  passenger. 

Mr.  Harrison.  If  anybody  is  hurt  in  this  country  by  passenger 
rates,  they  will  howl  all  right. 

Mr.  Sherman.  They  have  howled. 

Mr.  Kennedy.  They  are  howling  out  in  our  section;  but  the  trouble 
is,  no  one  makes  a  complaint  to  the  Interstate  Commerce  Commission. 

Mr.  Harrison.  Yes;  people  make  complaints  about  things  without 
making  a  study  of  the  subject. 

Mr.  Kennedy.  We  have  a  2-cent  rate  in  Ohio  flat,  whether  you  buy 
a  ticket  or  not;  but  when  you  go  across  the  State  line  they  immediately 
tax  us  more.     Whenever  we  get  outside  of  Ohio  we  are  taxed  more. 

Mr.  Harrison.  Now  this  taole  shows,  further,  that,  while  the  num- 
ber of  miles  of  road  in  operation  in  the  South  Atlantic  States  was  about 
the  same,  being  only  4.4  per  cent  less,  and  in  the  Gulf  and  Mississippi 
Valley  States  was  42  per  cent,  as  much  as  the  number  of  miles  of  road 
in  operation  in  the  Middle  States,  yet  the  number  of  passengers  carried 
in  the  Middle  States  was  7.6  times  as  many  as  carried  in  the  South 
Atlantic  States,  and  13.3  times  as  many  as  carried  in  the  Gulf  and  Mis- 
sissippi Valley  States.  It  also  shows  that  the  average  number  of  pas- 
sengers carried  per  mile  of  road  in  the  Middle  States  was  7.3  times  as 
many  as  in  the  South  Atlantic  States  and  5.7  times  as  many  as  in  the 
Gulf  and  Mississippi  Valley  States. 

The  above  clearly  proves  that  the  densit^^  of  passenger  traffic  in  the 
New  England  and  Middle  States  is  materially  and  even  radically  greater 
than  in  the  Southern  States,  whence  it  follows  that  it  would  he  mani- 
festly unjust  to  compel  the  roads  operating  in  said  Southern  States  to 
maintain  as  low  a  rate  on  passenger  traffic  as  can  be  operated  by 
roads  serving  the  thickly-populatea  New  England  and  Middle  States. 

As  further  illustrating  the  dissimilarity  between  the  passenger 
traffic  in  the  New  England  and  Eastern  States,  and  in  the  Southern 
States,  there  is  shown  below  the  length  of  roads  in  operation,  the 
gross  passenger  earnings  and  the  average  passenger  earnings  per 
mile  of  road  during  the  year  1905  in  the  United  States,  in  the  New 
England  States,  in  the  Middle  States,  in  the  South  Atlantic  States, 
and  in  the  Gulf  and  Mississippi  Valley  States  [reads]: 


United  SUtes 

Hew  BnglaDd  States. 

MiddieStoteii 

Sootb  Atlantic  Stotes 

OnUand  Mislalppl  Valley  States 


MileB. 

213,635 

7,922 

26,964 

26,781 

11,478 


Average  re- 
ceipt per 

mile 
of  road. 


9484,929,076 

89,422,607 

124,137.841 

36,682,066 

19,943,402 


92,209 
4,976 
4,606 
1,418 
1,738 
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The  above  data  shows  that  although  the  mileage  of  roads  operated  in 
the  New  England  States  was  only  3.71  per  cent  of  the  total  mileage  in 
the  United  States,  yet  the  gross  passenger  earnings  in  the  New  Eng- 
land States  were  8.1  per  cent  of  the  total  gross  passenger  earnings  in 
the  United  States,  and  the  avemge  receipts  per  mile  of  road  in  the 
New  England  States  were  119.3  per  cent  greater  than  the  average 
receipts  per  mile  of  road  in  the  United  States. 

It  shows  that  although  the  mileage  of  roads  operated  in  the  Middle 
States  was  only  12.62  per  cent  of  the  total  mileage  in  the  United  States, 
yet  the  gross  passengers  earnings  in  the  Middle  States  were  25.7  per 
cent  of  tne  total  gross  passenger  earnings  in  the  United  States,  and 
the  average  receipts  per  mile  of  road  in  the  Middle  States  were  103 
per  cent  greater  tnan  the  average  receipts  per  mile  of  road  in  the 
United  States. 

It  shows  that  although  the  mileage  of  roads  in  the  South  Atlantic 
States  was  12.07  per  cent  of  the  total  mileage  operated  in  the  United 
States,  3'et  the  gross  passenger  earnings  in  the  South  Atlantic  States 
were  only  7.5  per  cent  of  the  total  gross  passenger  earnings  in  the 
United  States,  and  the  average  receipts  per  mile  of  roads  in  the  South 
Atlantic  States  were  37.5  per  cent  lower  than  the  average  receipts  per 
mile  of  roads  in  the  United  States. 

It  shows  that  although  the  mileage  of  roads  in  the  Gulf  and  Missis- 
sippi Valley  States  was  5.37  per  cent  of  the  total  mileage  in  the  United 
States,  yet  the  gross  passenger  earnings  in  the  Gulf  and  Mississippi 
Valley  States  were  only  4.1  per  cent  of  the  total  gross  passenger  earn- 
ings in  the  United  States,  and  the  average  receipts  per  mile  of  roads 
in  the  Gulf  and  Mississippi  Valley  States  were  23.4  per  cent  lower  than 
the  average  receipts  per  mile  of  roads  in  the  United  States. 

It  also  shows  that  although  the  mileage  of  roads  in  the  South  Atlan- 
tic States  was  225.4  per  cent  and  in  the  Gulf  and  Mississippi  Valley 
States  44.8  per  cent  greater  than  the  mileage  of  roads  in  the  New  Eng- 
land States,  yet  the  gross  passenger  earnings  of  roads  in  the  South 
Atlantic  States  were  7.2  percent  and  in  the  Gulf  and  Mississippi  Val- 
ley States  49.4  per  cent  lower  than  the  gross  passenger  earnings  of 
roads  in  the  New  England  States,  and  the  average  receipts  per  mile  of 
roads  in  the  South  Atlantic  States  were  71.5  per  cent  and  m  the  Gulf 
and  Mississippi  Valley  States  65.1  per  cent  lower  than  the  average 
receipts  per  mile  of  roads  in  the  New  England  States. 

It  also  shows  that  although  the  mileage  of  roads  in  the  South  Atlan- 
tic States  was  only  4.4  per  cent  and  in  the  Gulf  and  Mississippi  Valley 
States  57.4  per  cent  lower  than  the  mileage  of  roads  in  tne  Middle 
States,  yet  tne  gross  passenger  earnings  of  roads  in  the  South  Atlantic 
States  were  70.5  per  cent  and  in  the  Gulf  and  Mississippi  Vallev  States 
83.9  per  cent  lower  than  the  gross  passenger  earnings  of  roads  in  the 
Middle  States,  and  the  average  receipts  per  mile  of  roads  in  the  South 
Atlantic  States  were  69.2  per  cent  and  in  the  Gulf  and  Mississippi 
Valley  States  62.2  per  cent  lower  than  the  average  receipts  per  mile  of 
roads  in  the  Middle  States. 

In  other  words,  gentlemen,  the  table  shows  that  the  New  England 
States,  with  7,900  miles  of  road,  earn  $3^,422,000,  an  average  of  S4,796 
per  mile  of  road,  whereas  the  Gulf  and  Mississippi  States,  with  11,000 
miles  of  road,  earn  only  $19,000,000 — about  a  third  as  much  per  mile  of 
road. 

Mr.  Sherman.  Can  you  tell,  Mr.  Harrison,  what  is  the  capitaliza- 
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tion  of  the  roads  and  the  bonded  indebtedness  of  the  roads  in  those 
two  groups? 

Mr.  Harrison.  I  can  get  that.  I  have  not  got  it  now.  1  think 
that  it  is  probably  higher  in  the  New  England  States. 

Mr.  Sherman.  Yes;  they  must  be  vastly  higher. 

Mr.  Harrison.  1  think  some  of  our  &^uthern  roads  are  highly 
bonded,  also. 

Mr.  Sherman.  What  is  the  average  bonding  of  the  Louisville  and 
Nashville? 

Mr.  Harrison.  About  $24,000,000. 

Mr.  Sherman.  What  is  the  capital? 

Mr.  Harrison.  About  $60,000,000. 

Mr.  Stevens.  Do  you  take  the  capital  into  account  in  fixing  your 
rates? 

Mr.  Harrison.  No,  sir. 

Mr.  Stevens.  Do  you  know  of  that  being  done? 

Mr.  Harrison.  No,  sir.  The  only  wav  to  do  is  to  go  to  the  end  of 
the  year  and  count  your  expenses  and  see  how  much  you  have.  Nobody 
can  predict  in  advance  the  number  of  carloads  of  freight,  or  the  num- 
ber of  rassengers  that  would  offer. 

Mr.  Burke.  I  intended  to  ask  you  the  same  question  that  we  asked 
of  Mr.  Nicholson.  He  gave  us  the  earnings  on  the  net  passenger 
business.  One  of  these  questions  was:  To  what  accountare  thecharges 
for  damages  which  occur  debited?  How  are  those  charges  located? 
How  are  they  charged? 

Mr.  Harrison.  In  our  road  the  damages  are  charged  to  the  train 
that  hits^  the  person  damaged.  If  a  man  or  woman  gets  on  or  off  at  a 
station,  if  we  settle  with  him  or  her — if,  for  example,  that  occurs  at 
Elizabethtown,  Ky.,  a  town  on  the  main  line,  it  is  debited  or  counted 
against  the  passenger  account,  main  division. 

Mr.  Burke.  It  is  charged  to  the  passenger  account? 

Mr.  Harrison.  Yes;  and  if  it  were  a  freight,  it  would  be  charged 
to  the  freight  account. 

Mr.  Burke.  Is  that  system  uniform? 

Mr.  Harrison.  It  is  on  our  road.  While  23  per  cent  of  our  earn- 
ings are  passenger,  as  against  77  per  cent  of  freight,  over  50  per  cent 
of  injury  expenses  are  for  passenger  trains. 

Mr.  Burke.  Take  a  wreck,  for  example,  such  as  happened  here  on 
the  Baltimore  and  Ohio  recently.  In  case  they  pay  damages,  will  that 
be  charged  to  the  passenger  account  of  the  company  ? 

Mr.  Harrison.  So  far  as  the  books  are  concerned,  it  would  show  in 
the  comptroller's  report  to  the  president  and  stockholders  as  an  item 
charged  to  the  passenger  traflSe,  and  it  would  show  in  the  passenger 
expenses. 

Mr.  Bartlett.  If  a  person  were  hit  at  a  crossing,  how  would  it  be 
charged  ? 

Mr.  Harrison.  It  would  be  charged  to  the  train  that  hit  him.  Some- 
times a  man  will  be  found  alongside  the  road  dead  or  hurt,  and  we  do 
not  know  what  kind  of  a  train  hit  him.  That  is  charged  on  an  arbi- 
trary division,  or  sometimes  it  is  charged  on  train  mileage.  It  is  abso- 
lutely impossible  in  such  cases  to  get  the  details  of  all  of  them. 

[Thereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
10.30  o'clock  to-morrow  morning,  Friday,  January  11,  1907.] 
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Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Washington,  D.  C\^  Friday^  January  11^  1907, 
The  committee  this  day  met  at  10.30  o'clock  a.  m.,  Hon.  William 
P.  Hepburn  in  the  chair. 

The  Chairman.  The  committee  will  be  in  order.  Mr.  Harrison,  if 
you  will  proceed  now  we  will  hear  you.  This  is  our  regular  meeting 
day,  and  we  have  a  little  business  to  transact  aside  from  the  hearing. 

STATEKENT  OF  MB.  T.  B.  HABBISON,  JB.,  OF  LOUISVILLE,  EY.— 

Concluded. 

Mr.  Harrison.  I  will  not  keep  you  more  than  five  or  ten  minutes, 
Mr.  Chairman. 

The  Chairman.  I  am  not  speaking  with  reference  to  that  idea,  but 
1  was  simply  going  to  say  that  we  might  have  to  interrupt  you  before 
you  finished,. 

Mr.  Harrison.  Yes,  sir;  I  am  practically  through. 

The  Chairman.  Take  your  own  time. 

Mr.  Harrison.  Yes,  sir.  Just  before  I  concluded  vesterday,  one 
of  the  members  of  the  Committee  asked  me  whether  the  earnings — I 
was  reading  from  tables  showing  the  passenger  earnings  in  various 

Srts  of  the  country  and  comparing  especially  those  in  the  Eastern, 
iddle,  Southern  and  Gulf,  and  Mississippi  Valley  States — one  of  the 
members  asked  me  whether  the  freight  or  total  earnings  bore  the  same 
comparison  in  those  States  as  the  passenger  earnings  that  1  gave.  I 
was  not  able  at  that  time  to  give  the  information,  but  I  have,  by  refer- 
ring to  the  statistical  report  of  the  Interstate  Commerce  Commission 
for  1904,  which  is  the  last  published  statistical  report  of  that  Com- 
mission, ascertained  that  the  total  earnings  of  the  railroads  in  those 
States  bear  the  same  relation  practically  as  the  passenger  earnings,  to 
which  I  called  your  attention  yesterday.  They  are  practically  the 
same  States,  though  not  exactly  the  same.  1  divided,  you  know,  the 
States  up  into  groups,  embracing,  respectively^  New  England,  the 
Middle  States,  the  South  Atlantic  States,  and  the  Gulf  and  Mississippi 
Valley  States. 

The  Interstate  Commerce  Commission,  however,  divides  the  States 
up  into  somewhat  different  statistical  groups.  Group  No.  1  being 
composed  of  the  New  England  States;  Group  No.  2  being  composed 
of  New  York,  Pennsylvania,  New  Jersey,  Delaware,  and  Maryland, 
substantially;  Group  No.  3  of  Ohio,  Indiana,  part  of  Michigan,  and  a 
little  part  of  Pennsylvania;  Group  No.  4  being  composed  of  Virginia 
and  West  Virginia,  and  North  and  South  Carolina,  and  Grou^  No.  5 
being  composed  of  Kentucky,  Tennessee,  Georgia,  Alabama,  1  lorida, 
and  Mississippi,  and,  it  seems,  a  small  portion  of  Louisiana.  All 
lines  of  the  Louisville  and  Nashville  Railroad  were  incorporated  in 
Group  No.  6  except  that  portion  of  the  line  between  Evansville,  Ind., 
and  St.  Louis,  which  is  in  Group  No.  3 

Mr.  EsCH.  And  also  your  Virginia  line? 

Mr.  Harrison.  Yes,  and  in  the  Virginia  line,  which  is  in  Group 
No  .4. 

Now,  if  you  will  refer  to  the  condensed  income  account  by  groups, 
on  page  81  of  the  statistical  report  of  the  Interstate  Commerce  Com- 
mission, you  will  see  that  the  earnings,  both  gross  and  net  income  from 
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operation,  correspond,  and  after  taking  total  deductions  from  income 
and  adding  to  the  income  from  operation  the  income  from  other 
sources — 1  will  not  take  up  the  time  of  the  committee  to  read  these 
figures — you  will  see  that  the  comparison  is  carried  out.  The  income 
from  operation  in  these  groups,  particularly  Groups  No.  4  and  No. 
5,  is  much  less  than  for  the  other  groups,  and  the  total  income  is  much 
less,  both  their  total  and  per  mile  of  line,  and  the  total  net  income, 
after  all  deductions,  is  very  much  less  than  on  these  groups  Nos.  1,  2 
and  3,  thus  carrying  out  the  comparison  that  I  was  trying  to  make 
yesterday. 

Conderued  income  account  for  the  year  ending  June  30, 1904^  classified  by  territorial  groups 
CONDENSED  INCOME  ACCOUNT.  BY  GROUPS. 


Item. 


OroH  eamings  from  operatioii. 
Leas  operating  expenses 


Income  from  operation . 
Income  from  other  sources  . . . 


Total  income 

Total  deductions  from  income. 


Net  income 

Total  dividends  (Including  "Other 
payments  from  net  income  ") 


Borplos  from  operations . 


Group  I. 
8,068.26  miles  of 
ine  repreaented.) 


Group  II. 
(23,022.10  miles  of 
line  represented.) 


Amount. 


|U2,840.810 
82,766,520 


$18,994 
10,264 


80.074,290 
15,946,938 


46.0a0,223 
29,098,000 


16,927,223 
17,880,516 


fr906.298 


Per 
mile  of 
line 
oper- 
ated. 


Amount. 


I 


11464,760,717 
312,676,882 


920,187 
13,677 


8,780 
1,977 


162.183,835 
67,607,960 


6,707 
8,606 


I  219.601,785 
161.698.080 


2,099 
2,211 


68,098,765 
66,105,191 


6112       12,988,564 


Per 
mile  of 
line 
oper- 
ated. 


Qronp  III. 
(24,967.61  miles  of 
line  represented.) 


Amount. 


$296,076,749 
220,636,807 


6,610 
2,938 


9,648 
6.586 


$11,668 

8,640 


76,439,942 
27,016,901 


2,958 
2,894 


664 


102.466,148 
72,770,274 


29,686,660 
126,082,697 


8.658,172 


Per 
mile  of 

line 
oper- 
ated. 


8,028 
1,082 


4,106 
2,916 


1,189 
1.048 


146 


Item. 


Gross  earnings  from  operation . 
Lass  operating  expenses 


Income  from  operation . 
Inooine  from  other  sources 


Total  ino<Nne 

Total  deductions  from  Income. 


Net  income 

Total  dividends  (including  "Other  payment  from 
net  income") 


Barplns  from  operations  . 


Group  IV. 
(12,192.19  miles  of 
line  represented.) 


Amount. 


$86,249,421 
64,672,064 


80.677,857 
3,828,830 


84,601,187 
22,748,407 


11,752,780 
0  7.064,674 


4,688,106 


Per 
mile  of 
line 
oper- 
ated. 


$6,992 
4,476 


2,616 
814 


2,880 
1,866 


964 
679 


Group  V. 
(28.647.82  miles  of 
line  represented.) 


Amount. 


$169,278,456 
112,640.856 


46,788,101 
10,218,886 


66,869,967 
41,804,998 


15.661,994 
8,884.154 


886 


7,817,840 


Per 
mile  of 
Una 
oper- 
ated. 


$6,679 
4,719 


1,960 


2,886 


6M 

840 


807 


a  Includes  $4,926,  "  Other  pajrments  from  net  income." 
« Includes  $32,806,  "  Other  payments  from  net  income." 


6  Deficit. 


Now  I  have  another  table  which  I  would  like  to  file  with  the  com- 
mittee, if  I  may  be  permitted,  showing  the  population  per  square  mile 
in  the  various  States  involved  with  the  question  I  have  been  trying  to 
present. 
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Oomparalive  densUy  of  popukUion  of  the  State  of  Ohio  and  of  counties  of  Michigan  and 
New  York  on  lines  of  the  Lake  Shore  and  Michigan  Southern^  Michigan  Centred,  and 
New  York  Central  and  Hudson  River  raUroadSy  where  the  rates  for  transportation  of 
passengers  are  based  on  S  cents  per  mile,  and  of  the  Sates  comprised  in  group  6  of  the 
Interstate  Commerce  Commission's  report  for  fiscal  year  ending  June  30,  1904- 


Nbw  York. 

nsw   york  central   and 
hudson  river  railroad. 

Otmnty. 

Albany 

Cayuga 

Columbia 

Duvohen 

Erie 

Genesee 

Herkimer 

Madiflon 

Monroe 

Montgomery 

New  York 

Niagara 

On^da 

Onondaga 

Ontario 

Orleans 

Putnam 

Rensselaer 

Schenectady 

Beneoa 

Wayne 

Westchester 

^verage    population   per 
square  mile,  807. 

Ayemge  population  per 
square  mile,  excluding  New 
York  County  and  Greater 
New  York,  165. 

Michigan. 

michigan  central. 

County. 

Berrien 

Branch 

Calhoun 


Popula- 
tion. 


Square 
miles. 


185,671 
66,234 
48,211 
81,670 

433,686 
34.561 
61,049 
40,545 

217,854 

47,4X8 

2,060,600 

74,961 

182,800 

168,736 
49,605 
80,164 
13,787 

121,697 
46, 852 
28,114 
48,660 

184,257 


4, 132, 101 


43,890 
26,397 
52,963 


528 
722 
647 
800 

1,040 
484 

1,426 
649 
643 
399 
63 
522 

1,180 
794 
652 
396 
239 
664 
210 
328 
624 
450 


18,460 


666 
504 


Popula- 
tion. 


20.080 
47,122 
28.229 
46,776 
386,827 
82,921 


500 

696 
606 


571 


Michigan— Continued.     | 

I 

MICHIGAN  CENTRAL— con.    I 

Otmnty— Continued.        I 

Cass I 

Jackson i 

StJoseph , 

Washtenaw I 

Wayne 

Monroe ' 

Average   population    per 
square  mile,  12^. 

Stale. 

Alabama i    1,828.697      51,540 

Florida I        628,542       54,240 

Georgia 2^323,635      58,980 

Kentucky ^147,174       40.000 

Miasif«lppi 1,651,270       46.840 

Tennessee 2,020,616  I    41,750 

Average    population  per 1 

square  mile,  35.  110.899,934     292.850 


679,655 


Square 


5,366 


LAKE  SHORE  AND  MICHIGAN 
SOUTHERN. 

County. 

Branch 

Hillsdale 

Jackson 

Lenawee 

Monroe 

Wa.shtenaw 

Wayne 

St.  JOJieph 

Average  population    per 
square  mile,  idO. 

Stait. 

Ohio 

Average   population   per 
square  mile,  102. 


26,397 
29.837 
47, 122 
49.097 
32.921 
46.776 
386.827 
23,229 


504 

605 


742 
572 


506 


612,306 


4,157,545 


4,940 


40,760 


Mr,  Gaines.     What  are  those  figures? 

Mr.  Harrison.  They  are  figures  showing  the  density  of  popula- 
tion per  square  mile  in  the  various  States,  based  on  the  tabulation 
taken  from  page  81  of  the  statistics  of  railways  in  the  United  States, 
for  1904,  published  by  the  Interstate  Commerce  Commission. 

We  think  another  well-defined  railroad  principle  is  that  the  cost  of 
the  railroad  tmffic  increases  as  the  density  of  the  traffic  decreases; 
and  I  have  here  a  report  published  by  the  Interstate  Commerce  Com- 
mission which  shows  the  number  of  passengers  carried  per  passenger 
locomotive  and  the  number  of  passenger  cars. 

This  table  [producing  table]  shows  the  number  of  passengers  carried 
per  passenger  locomotive  and  the  number  of  passenger  cars  used  for 
each  1,000,000  passengers  carried  in  the  New  England,  Middle,  South 
Atlantic  and  Gulf  and  Mississippi  Valley  States  during  the  year  end- 
ing June  30,  1904;  figures  taken  from  the  statistics  of  railways  in  the 
United  States  for  the  year  1904,  as  published  by  the  Int>erstate  Com- 
merce Commission,  which  is  the  last  available  data. 
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New  England  States 

Middle  States 

South  Atlantic  States 

Oolf  and  Mlsfdaslppi  Valley  States . 


Passengers     P^J^"|f 
earned  per      f "  PJJ. 


passenger    iDaMPmrers 
locomotive.   ^^3SS"^ 


97,294 

89 

87,276 

48 

44,095 

90 

46,876 

79 

1.000,000 
>a8senger 
carried. 


The  following  table  shows  the  approximate  losses  to  the  railroads 
in  the  South  Atlantic  and  Gulf  and  Mississippi  Valley  States  if  the 
two  cent  passenger  rate  were  put  into  effect,  based  on  result  of  opera- 
tions during  the  year  1904  as  published  by  the  Interstate  Commerce 
Commission: 


*'"'Le"-Fg£F^ 


Number  of  paxsengers  carrried  1  mile 697,278,388        1,418.824,060 

Maximum  earnings  thereon  at  2  cents  per  mile i  $18, 945, 466. 76  |    $28, 876, 481. 20 

Actual  passenger  earnings  during  year  1904 1816,744,066.00       983,892,406.00 

Less  earnings  at  2-cent  rate I  $13,945,466.76  .    828,376.481.20 

Reduction  in  revenue l    $2,798,699.24  )     $5,416,923.80 

Making  an  aggregate  annual  approximate  reduction  in  the  revenue  of  the  roads  operating  in  ter- 
ritory south  of  the  Ohio  and  Potomac  rivers  and  east  of  the  Mississippi  River  $8,214,61^.04. 

The  real  reduction  will  almost  surely  be  more  than  the  amount  esti- 
mated above,  because  of  the  fact  that  in  estimating  the  maximum 
earnings  under  a  2-cent  rate  bill  the  estimate  is  based  upon  getting 
2  cents  per  mile  for  each  passenger;  in  other  words,  it  is  based  upon  a 
minimum  rate  of  2  cents  per  mile.  As  a  matter  of  fact,  it  is  believed 
that  it  will  be  impossible  to  get  a  minimum  of  2  cents  per  mile,  and  it 
is  confidently  believed  that  the  Southern  roads  would  suffer  a  loss  in 
revenue  of  at  least  $10,000,000  per  annum  if  a  2-cent  rate  bill, were  put 
into  effect. 

We  think  that  the  actual  reduction  will  be  considerabl}^  more  than 
that,  because  in  figuring  up  the  maximum  earnings  at  2  cents  a  mile  I 
also  figure  that  as  a  minimum.  We  do  not  believe,  however,  that  any 
railroad  under  the  2-cent  rate  bill  would  be  able  to  get  a  minimum  of 
2  cents  when  they  have  to  carry,  as  I  explained  yesterday,  these  ex- 
cursion trains  at  1  and  li  and  li  cents,  and  clergymen  and  schools  at 
special  rates,  and  carry  at  other  rates  based  on  the  H  fare,  as  well  as 
snort  runs  in  cities  and  monthly  rates,  and  things  of  that  sort;  so  that 
from  the  best  calculation  I  can  make  I  believe  that  the  Southern  roads 
would  suffer  a  loss  of  revenue  of  not  less  than  $10,000,000  a  year  if  the 
2-cent  rate  bill  went  into  effect  without  having  any  way  of  recouping 
that  loss,  and  without  a  possible  reduction  in  expense  account. 

Mr.  CusHMAN.  When  you  say  southern  railroads  you  mean  what? 

Mr.  Harrison.  I  mean  the  milroads  in  the  South  Atlantic  States, 
Gulf  States,  and  Mississippi  Valley  States.  Of  course,  other  roads 
in  other  parts  of  the  country  would  suffer  equally,  if  not  more,  and 
that  shows  some  of  the  force  of  the  suggestion  I  was  endeavoring  to 
make  to  the  committee,  that  a  great  big  loss  would  result  all  over  the 
country,  and  neither  the  committee  nor  anyone  else  can  tell  what 
it  would  be;  and  after  the  damage  is  done,  there  is  no  way  of  getting 
away  from  it. 
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Mr.  Gaines.  If  it  would  not  interrupt  you,  Mr.  Harrison.  You 
say  that  the  enactment  of  the  2-cent  rate  bill  would  result  in  a  loss 
to  the  Southern  roads  of  $10,000,000? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Gaines.  That  reduction  would  be  a  reduction  of  practically  1 
cent  in  the  rate.     Would  that  amount  to  $10,000,000? 

Mr.  Harrison.  It  would  hardly  be  SSi  per  cent.  On  some  roads 
it  would  be  considerably  more  than  a  cent,  while  on  some  it  would  be 
less.  On  our  roads  we  tigure  it  would  be  about  22}  per  cent;  that  is, 
the  reduction  on  the  face  of  the  bill  would  be  at  about  that  rate, 
because  our  average  is  21  cents  per  mile. 

We  have  a  maximum  rate  of  3  cents,  as  I  explained  yesterday,  but 
we  do  not  get  that  average.  We  feel  that  the  effect  of"  the  reduction 
would  be  to  put  the  rate  below  2  cents;  but,  making  the  reduction, 
it  would  be  about  22i  per  cent,  not  a  full  reduction  of  33i  per  cent, 
as  would  appear  by  reducing  the  rate  from  3  cents  to  2  cents.  But 
we  feel  that  at  a  2-cent  rate  we  would  have  to  figure  out  the  other 
rates  according  to  the  basis  of  the  straight  ticket,  and  that  they  would 
be  correspondingly  reduced. 

I  have  not  tried  to  make  a  comparison  of  the  Louisville  and  Nash- 
ville or  any  other  particular  railroad,  because  all  I  have  said  I  hope 
will  be  taken  as  having  been  said  for  the  good  of  the  general  cause. 
But  it  may  be  interesting  to  show  a  page  taken  from  our  annual  report 
to  the  stockholders  for  tne  fiscal  year  ending  June  30,  1906,  as  show- 
ing the  increase  in  the  expense  of  handling  the  rassenger  business  for 
that  year  as  compared  with  the  previous  year.  I  will  file  those  figures 
with  the  secretary  of  the  committee  without  reading  them.  But  the 
table  shows  that  while  for  the  corresponding  period  of  1904  and  1906 
the  expenses  of  passenger  trains  increased  22  per  cent,  the  percent- 
age of  earnings  increased  16.6  percent,  thus  forcibly  illustratmg  that 
it  is  because  of  the  fact  of  the  increased  cost  of  operation. 

Mr.  EsGH.  When  you  sav  "years  1904-5"  you  mean  fiscal  years? 

Mr.  Harrison.  Yes.  Whenever  I  say  1904  I  mean  the  fiscal  year 
ending  June  30  of  that  year,  and  the  same  with  respect  to  the  years 
1905  and  1906.  In  all  cases  I  mean  the  fiscal  year.  This  table  shows 
all  the  items  going  into  the  cost  of  passenger  operation: 

Comparuon  of  Oraupt  I,  II,  III,  and  V,  bated  on  report  of  InterdaU  Commera 
Oommiasion  for  year  ending  June  30,  1904* 


Miles  of  line  represented. 


Average  population  per  square  mile. . . . 
Page  24: 

Passenger  cars  per  one  million  pa«- 

sengers  carried 

Passengers  carried  per  passenger 

locomotive 

Page  72: 

Pamenger  train  mileage 

Passengers  carried 

Passengers  carried  1  mile 

Passengers  carried  1  mile  per  mile 

of  line , 

Average  number  of  pasbengers  in 

train 

Page  98: 

Revenue  per  passenger  per  mile 

Average  revenue  from  each  pas- 
senger carried  

Revenue  per  train  mile,  passenger 

trains 

Passenger  earnings  per  mile  of  road . 


Oroup  I, 
8.063.26. 

Group  11, 
28,022.10. 

Qroup  III, 
24,967.61. 

Group  V, 
23.847JS. 

101 

160 

09 

as 

8V 

48 

63 

79 

97.294 

87.275 

50.667 

46.876 

86,569,906 

120,644,694 

2,828,486,620 

102.066,802 

265,666.894 

5,704.478,186 

66,301,278 

77.802.348 

2,992,946,915 

37,090,923 

36,012,411 

1,418,824.860 

286,618 

246,652 

120,548 

69,927 

62 

54 

44 

84 

•0.01787 

30.01751 

30.02006 

30.02365 

.34620 

.87802 

.78691 

.96482 

6,016.67 

1.13937 
5,228.34 

1.12896 
3,064.44 

.99278 
1,750.47 
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Now,  some  member  of  the  committee  asked  me  about  the  railroad 
building  in  1906.  Here  is  a  copy  of  the  Raih-oad  Gazette  of  Friday, 
December  28,  1906,  which  purports  to  give  the  raih-oads  built  in  1906 
by  States  and  companies  as  compared  with  the  building  in  1906. 
With  the  permission  of  the  committee  I  will  file  that  also. 

The  Chairman.  Just  mark  what  you  desire  to  have  printed. 

Mr.  Harrison.  Yes,  sir.  That  is  comparatively  accurate,  I  sup- 
pose, and  it  will  show  the  railroads  built  and  the  States  in  which  they 
were  built. 

Some  question  was  also  asked  yesterday  as  to  the  equipment  of 
cars.  We,  like  the  other  railroads  in  the  South,  have  been  overrun 
with  business  to  a  great  extent,  but  especially  with  freight  business. 
I  want,  however,  to  suggest  to  the  committee  that  our  road  has  tried 
to  get  the  necessary  eampment  to  carry  on  its  business,  and  I  believe 
it  has  succeeded  as  well  as  any  other  railroad  in  the  country,  and  has 
had  as  little  trouble  over  lack  of  facilities  as  any  other,  and  it  has 
had  absolutely  no  lack  of  facilities  as  to  passenger  business;  and  all 
this  stir  that  you  hear  about,  complaints  as  to  snortage  of  cars,  and 
inability  to  handle  business,  does  not  apply  to  passenger  cars  or  to 
inabilitv  to  handle  passenger  business,  but  to  freight.  That  is  caused, 
probably,  by  the  fact  that  none  of.  the  passenger  cars  are  filled  to 
their  capacity,  whereas  the  freight  cars  are.  In  the  last  ten  years  we 
have  practically  increased  our  freight  equipment  100  per  cent.  Of 
course  the  passenger  equipment  has  proDably  been  increased  20  per 
cent,  or  something  like  that. 

Mr.  LovERiNG.  What  is  the  principal  article  of  product  that  you 
transport? 

Mr.  Harrison.  I  think  coal  or  iron.  Our  traffic  is  pretty  well 
diversified. 

Mr.  Wanoer.  Is  it  not  another  reason  why  there  is  no  such  shortage 
of  passenger  cars,  that  everv  company  owmng  the  passenger  cars  has 
control  over  them  constantly? 

Mr.  Harrison.  That  may  help  some;  yes,  sir;  most  of  the  passen- 
ger cars,  except  Pullmans  occasionally,  here  and  there.  A  passenger 
car  stays  on  your  line  of  road,  whereas  your  freight  cars  get  off,  and 
some  of  the  roads  do  not  return  them. 

Mr.  Wanoer.  Do  not  some  of  the  roads  lie  down  on  other  roads  in 
the  matter  of  freight  cars? 

Mr.  Harrison.  That  is  claimed  to  be  done:  and  sometimes  we 

gut  an  embargo  on  our  cars  and  do  not  let  tnem  go  off  the  line, 
ometimes  it  is  necessary  to  do  that  in  order  to  protect  the  business 
that  orminates  on  the  line.  For  instance,  sometimes  we  will  not  let 
our  coarcars  go  on  the  Une  of  some  other  road-  and  I  take  it  that  I 
can  say  without  danger  of  contradiction  that  the  coal  supply  of  tba 
States  served  on  the  Louisville  and  Nashville  has  perhaps  oeen  better 
served  than  that  in  any  other  part  of  the  country.  It  is  a  better 
service. 

The  Chairman.  Are  you  allowed  to  do  that  under  the  interstate 
commerce  law? 

Mr.  Harrison.  We  get  around  that.  We  do  not  make  an  absolute 
iron  rule  about  it.  For  instance,  where  there  is  an  apparent  short- 
age of  coal,  we  will  not  furnish  our  cars  to  go  from  the  Kentucky 
coal  field  to  Chicago,  because  if  a  coal  car  gets  to  Chicago  it  is 
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lost  just  as  though  it  were  submerged  in  the  sands  of  the  sea.  It  is 
like  a  diamond  tnat  you  drop  on  the  street.  You  would  never  find  it 
again.     We  have  to  do  that  in  order  to  protect  our  own  territory. 

Mr.  Gaines.  Have  you  all  your  coal  marketable  originating  on  the 
Louisville  and  Nashville,  without  making  other  connections?  Do 
you  supply  the  Big  Four.? 

Mr.  Harrison.  Yes;  we  have  been  going  to  Cincinnati,  and  prin- 
cipally to  Evansville,  Ind. 

The  Chairman.  How  would  you  conduct  an  interstate  commerce 
business  on  the  basis  you  speak  of,  provided  all  other  carriers  enter- 
tained the  opinion  you  do? 

Mr.  Harrison.  We  need  not  do  it,  possibly,  Mr.  Chairman,  except 
as  the  lines  of  the  roads  themselves  are  interested.  That  is  only  done 
in  exceptional  cases  when  things  get  blocked.  That  is,  in  such  an 
exigencjr  youjust  take  a  strong  hand  and  put  it  on  the  situation  and 
remedy  it.     Tne  necessities  of  the  case  require  it. 

The  Chairman.  Is  there  no  arrangement  by  which  the  companies 
participating  in  the  business  can  secure  the  return  of  your  cars  ? 

Mr.  Harrison.  We  can  always  get  promises,  and  very  often  we 
get  the  cars  returned;  but  very  often  not;  and  I  think  the  operating 
aepartment  of  other  roads  perhaps  sav  the  same  thing  about  us. 
[Laughter.]  I  had  a  case  before  the  Kentucky  commission  several 
years  ago  where  we  declined  to  exchange  coal  cars  with  a  company 
only  4  miles  from  our  line.  We  made  an  agreement  that  the  cars 
should  be  returned  promptly.  We  found  on  experience  that  it  took 
27  days  to  return  cars  from  that  4  miles. 

The  Chairman.  An  honorable  man  does  not  want  to  violate  his 
promises.  What  emergency  or  reason  is  there  for  the  creation  of  these 
violations  of  agreements  and  pledges  as  to  the  return  of  cars  ? 

Mr.  Harrison.  I  do  not  know,  sir.     I  suppose  cars  get  oflF  a  line 
of  road,  get  into  a  big  freight  terminal,  and  the  superintendents  and 
car  managers  and  the  local  force  want  a  car  to  load  it  for  some  point, , 
and  they  see  that  car  there,  and  they  take  it  and  load  it  and  away  it 
goes. 

Mr.  Adamson.  What  reason  was  there  for  delaying  27  days  in 
returning  the  cars  you  speak  of? 

Mr.  ILiRRisoN.  That  was  a  small  railroad,  and  they  turned  the 
cars  over  to  points  on  the  Southern  Railway  to  the  south.  The 
Southern  did  not  know  where  they  belonged.  When  they  came  back 
they  would  perhaps  be  loaded  anew  and  sent  off  somewhere  else. 

Mr.  Gaines.  Wiiat  is  the  amount  of  ^'arbitrary''  that  one  railroad 
pays  to  another  for  the  use  of  its  freight  cars? 

Mr.  Harrison.  They  had  a  per  diem  arrangement  of  20  cents  a 
dav,  and  at  the  end  of  thirty  days  a  dollar  a  day. 

Mr.  Gaines.  Wlmt  is  it  increased  to  now? 

Mr.  Harrison.  From  35  to  50  cents  per  day;  perhaps  50  cents. 
Do  you  know  Mr.  Boyd  ? 

MT.  Boyd.  No. 

Mr.  Harrison.  They  had  a  meeting  recently  in  Chicago,  and 
they 

Mr.  Gaines.  Why  will  not  the  railroads  make  an  ** arbitrary"  suf- 
ficiently large  to  make  it  profitable  to  return  a  car  and  unprofitable  to 
keep  it? 
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Mr.  Harrison.  I  think  some  railroads  are  anxious  to  make  the 
return,  but  others  are  not. 

Mr.  Gaines.  Pardon  me  a  moment:  Take  tne  case  of  the  Chesa- 
pBake  and  Ohio.  The  shippers  along  that  line  can  not  supply  the 
Western  coal  market  unless  the  cars  of  the  Chesapeake  and  Cfhio  are 

gsrmitted  to  go  West,  and  yet  when  the  cars  of  tne  Chesapeake  and 
bio  are  permitted  to  go  West  tney  do  not  see  them  any  more.  The 
day's  runs  for  the  miners  and  operators  become  fewer,  and  the  trans- 
portation of  the  coal  goes  up  to  an  unnecessarily  high  price,  and  it  is 
not  profitable  to  the  man  that  ships  it. 

Mr.  Adamson.  I  suppose  the  objection  comes  from  the  road  that 
would  have  to  pay  the  balance. 

Mr.  CusfiMAN.  This  charge  of  50  cents  a  day  for  the  use  of  a  car  of 
another  company  is  not  supposed  to  represent  the  adequate  value, 
is  it? 

Mr.  Harrison.  No,  sir. 

Mr.  CusHMAN.  Why  is  it,  then,  that  a  less  amount  like  that  is 
agreed  upon — less  than  the  value  ? 

Mr.  Harrison.  I  am  not  an  operating  man.  I  suppose  it  is  just  a 
matter  of  agreement.  They  used  to  have  a  mileage  arrangement — 
three-fourths  of  a  cent  a  mile,  or  something  like  that — then  they 
changed  it  to  this  per  diem.     The  reason  I  do  not  understand. 

Mr.  CusHMAN.  The  idea  is,  that  if  a  fixed  charge  like  that  is  adopted 
for  all  roads,  it  is  as  fair  for  one  as  for  another,  whether  it  be  too  nigh 
ortoolov? 

Mr.  Harrison.  I  take  it  that  is  the  idea.  I  see  that  in  the  fiscal 
years  1896  and  1897  we  had  19,660  freight  cars,  and  for  the  fiscal  year 
ending  June  30,  1905,  and  June  30, 1906,  we  had  36,633  freight  cars. 

Mr.  Wanger.  Is  the  mileage  of  those  years? 

Mr.  Harrison.  The  mileage  in  1906  has  been  increased  not  as  much 
as  the  car  supply,  but  it  has  been  increased  a  good  deal.  The  mileage 
in  1896  was  2,980.93.  In  1906  it  was  4,130.91,  an  increase  of  about 
1,300  miles.  We  are,  however,  increasing  now  the  freight  equipment 
very  much  more  rapidly  than  formerly.  For  instance,  as  between 
1905  and  1906,  in  1906  it  was  3.000  cars,  while  the  mileage  was 
increased  about  200  miles,  and  I  think  this  year  the  increase  will  be 
probably  larger  than  that,  because  right  now  they  are  turning  out 
tetween  20  and  30  cars  a  day  in  our  shops,  and  two  engines  a  month 
besides  other  rolling  stock,  on  contracts  by  purchase  that  I  am  not 
familiar  with. 

I  have  some  other  suggestions,  gentlemen,  but  as  there  are  a  ^ood 
many  gentlemen  here  I  do  not  want  to  take  up  more  of  your  time. 
But  with  the  permission  of  the  committee  I  would  like  just  to  hand 
the  material  in. 

The  Chairman.  Yes,  sir.  It  is  not  a  repetition  of  your  oral  speech, 
is  it? 

Mr.  Harrison.  No;  not  at  all,  except  in  a  very  few  instances.  It 
is  along  the  same  general  line. 

The  Chairman,  very  well. 
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The  following  papers  were  filed  by  Mr.  T.  B.  Harrison,  jr. : 
Table  showing  mileage  huUt  in  1906,  classified  by  States. 


state. 

Number 
of  com- 
panies 
building. 

i9oe. 

Number 

ofcom- 

piuiies 

buUding. 

1905. 

Alabama 

8 
1 
3 
19 
11 
8 
1 

12 
7 
6 
9 
6 
2 

8L9 

1&5 

47.81 

26a  24 

139.47 

113.36 

LO 

205l75 

182.9 

184.4 

119. 41 

lOLOS 

99.4 

4 
2 
1 

11 
6 
4 

1O3L08 

Alaska 

110 

Arizona 

4147 

Arkansas. ...,r-.---.-.r t 

19&51 

CaUfomia 

34  27 

Colorado ; 

8115 

District  of  Columbia     ...                    

Florida...                  

4 

! 

4 
3 
2 
5 
10 
2 
1 
1 
9 
5 
5 
3 

ia8 

Georgia 

1210 

Idaho    

1017 

Illinois 

249. « 

Indiana 

171.79 

Indian  Territory 

914 

Iowa 

112 

Kanaas 

3 
7 
12 
4 

5112 

54.57 

333.84 

44.71 

2L6 

Kentucky 

7145 

Louisiana 

913 

Maine 

6196 

Maryland 

417 

Massachusetts r  r  r  -  - 

i 

3 
6 
8 
4 
1 
3 
4 

3 

4 
2 
4 
2 
7 
14 

45 
24.8 

13&07 

165.14 
29.5 
2&0 

174  55 

282.05 
2L67 

15L0 
95.02 
340 

247.47 
6L0 
3&0 
61.11 

117.72 

LO 

Michigan 

87.76 

Minnesota.                 

10129 

Mississippi 

1215 

Missouri                     

4199 

Montana                                                    .  -  -  -  -  

Nebraska 

1 
3 
3 
3 
4 
8 
4 
8 
3 
5 
8 
1 
2 
4 
5 
9 
5 
1 
2 
3 
8 
7 
2 

47.0 

Nevada 

8199 

New  Jersey                           

19 

New  Mexico 

122.6 

New  York                   

49.68 

North  Carolina 

124  5 

North  Dakota               

52175 

Ohio 

84  ee 

Oklahoma  Territory t  -  - .  t  ...  ^ 

154  4 

Oregon 

6142 

Pennsylvania 

717 

Rhode  Island 

15 

Bouth  Carolina ...,., -  -  r 

3 
6 
6 
18 
6 

4L0 
38a  23 

6SlO 
634  67 
153.52 

210 

South  Dakota 

1119 

Tennessep , x ,...,.  r r  - ,  - 

15L2 

Texas 

8316 

Utah 

6108 

Vermont 

10 

Virginia 

5 
5 
5 
5 
3 

i2L27 
10106 
7178 
141.84 
206.96 

1196 

Washington 

49.5 

West  ViiKinla 

16123 

Wisconsin 

^SSI 

Wvominir x ...  r ...  r r  -  t  - ,  - 

Total.  United  States 

250 
16 
8 

5,62133 

1,007.06 

296.5 

198 
11 
5 

4,38108 

Canada , 

1,18166 

Mexico 

23142 

The  following  table  shows  the  population  per  square  mile  in  1903  in  the  various 
New  England,  Middle,  South  Atlantic,  and  Gulf  and  Mississippi  Valley  States. 


Rhode  Island. 
Massachusetts 
New  Jersey — 

Delaware 

New  York 

Pennsylyania. 

Maryland 

Connecticut... 

Elentucky 

Tennessee 


Popnlft- 

tionper 

square 

mile. 


Virginia 

South  Carclina. 
West  Virginia.. 
North  Carolina 

Georgia 

Alabama , 

Mississippi 

Louisiana 

Florida 


48 

46 
41 
40 
39 
37 
35 
33 
10 
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Another  well-defined  railroad  princinle  is  that  the  cost  of  handling  passenger  traffic 
mcreases  as  the  density  of  siich  traffic  decreases.  Statistics  of  Railways  in  the  United 
States  tor  the  year  1904,  as  published  by  the  Interstate  Commerce  Commission,  show 
that  the  number  of  passengers  carried  per  passenger  locomotive  and  the  number  of 
passenger  cars  used  for  each  1,000,000  passengers  carried  in  the  New  England,  Middle, 
South  Atlantic  and  Gulf,  and  Mississippi  Valley  States  during  the  year  were  as  follows: 


NevEnglaiid  States 

Mlddle^ates 

8o>ath  Atl&ntlc  States 

Oulf  and  Mississippi  VaUey  States 


Pa»eqger.     ^IJfSf!' 


carried  per 
passenger 
locomouve. 


97,294 
87,275 
44,005 
45,876 


cars  per 

1,000,000 

passengers 

carried. 


39 
43 
90 
79 


Thus  it  will  be  noted  that  while  the  number  of  passengers  carried  per  passenger 
locomotive  in  the  New  England  States  was  more  than  twice  the  number  carried  in  tne 
South  Atlantic  or  Gulf  and  Mississippi  Valley  States,  yet  the  number  of  passenger 
cars  required  for  the  transportation  of  each  1,000,000  jsassengers  in  the  New  England 
States  was  less  than  half  the  number  of  cars  required  in  either  the  South  Atlantic  or 
the  Gulf  and  Mississippi  Valley  States.  A  logical  result  was  that  the  proportion  of 
passenj^er  earnings  to  the  total  earnings  in  the  New  England  States  was  37.07  per  cent, 
^^bile  It  was  only  19.64  per  cent  in  the  South  Atlantic  States,  and  only  21.28  per  cent 
in  the  Gulf  and  Mississippi  Valley  States.  Also  the  proportion  of  earnings  from 
operations  assignable  to  jJaasenger  service  in  the  New  England  States  was  43.47  per 
cent,  while  in  the  South  Atlantic  States  and  Gulf  and  Mi^issippi  Valley  States  it 
was  only  24.79  and  26.02  per  cent,  respectively. 

The  following  figures  show  the  appmximate  losses  to  the  southern  roads  if  the  2  cent 
passenger  rate  were  put  in  effect,  based  on  result  of  operations  during  the  year  1904, 
as  published  by  the  Interstate  Commerce  Commission: 


South  Atlantic 
States. 


Pasaengen  carried  1  mile 697, 273, 338 

Mazbnnm  earnings  thereon  at  2  cents  per  mile 113, 946, 466. 76 

Actual  iwssenger  earnings  during  year  1901 . 

Reduction  in  reyenue 2,798,599. 24 


116,744,066.00 
13,9*5,466.76 


Oulf  and  Mis- 
sissippi Valley 
States. 


1,418,824,060 
S28,376,481.20 


133.892,405.00 
28,376,481.20 


5,415,923.80 


Making  the  aggregate  annual  approximate  reduction  in  revenue  of  the  roads  oper- 
ating in  territory  south  of  the  Ohio  and  Potomac  rivers  and  east  of  the  Mississippi  River 
$8,214,523.04. 

With  respect  to  the  effect  of  the  proposed  law  on  the  Louisville 
and  Nashville  Railroad  Company:  It  is  not  likely  that  considera- 
tion will  be  given  any  individual  railroad,  and  therefore  have  not 
worked  up  any  comparison  between  the  LouisviUe  and  Nashville 
and  other  lines.     However,  the  following  extract  from  our  annual 
report  for  the  fiscal  year  ending  June  30,  1906,  is  of  interest  in  this 
connection.  . 
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Totah  and  averages  for  the  year  1906-6  compared  with  the  prevums  year. 


Passenger  traffic. 


Mileage  of  road  operated 4, 130. 91 

Miles  run  by  revenue  trains 7,847,170 

MUes  run  by  cars 41,245,410 

Cars  in  each  train 4.67 

Passengers  carried 10,606,500 

Miles  each  passeneer  was  carried 34 

Passengers  carriea  1  mile 362, 745, 093 

Passengers  carried  in  each  train. 41. 09 

Passengers  carried  in  each  car. 12. 28 

Earnings  from  passenger  trains 110, 868, 150. 53 

Expenses  of  passenger  trains $7,673,433.37 

Nei  earnings  from  passenger  trains 13, 104, 717. 16 

Earnings  per  mileof  road 12,630.93 

Expenses  per  mile  of  road II,  857. 56 

Net  earnings  per  mile  of  road $773.37 

Earnings  per  revenue  train  mil& 1123. 115 

Expenses  per  revenue  train  mile $86. 025 

Net  earnings  per  revenue  train  mile 136. 190 

Earnings  per  car  mile 926. 360 

Expenses  per  car  mile S18. 604 

Net  eamixigs  per  car  mile S7. 746 

Earnings  per  passenger $82. 79 

Earnings  per  passenger  per  mile 12. 434 

Percentage  of  expenses  to  passenger  earnings.  70. 60 


1905-6. 


1904^. 


Percentage  of— 


Inciease.      Decrease. 


3,826.31 
6,973,475 
38,788,804 
4.91 
9,518,705 
38.90 
370,084,220 
46.84 
13.12 
110,386,044.71 
16,287,268.31 
94,098,776.40 
t2,714.38 
11,643.17 
81,071.21 
1131.450 
•79.574 
S51.876 
126.776 
S16.209 
S10.567 
188.98 
12.289 
60.54 


7.9607 
12.5288 
6.3333 


12.0583 


4.6419 
22.0472 


13.0473 


9.2379 


14.7757 


6.3346 
16.6171 


12.5964 
1.9831 

12.2758 
6.4024 


22.0568 
3.0744 


27.8041 
6.3406 


30.2375 
1.5010 


26.0963 
6.9566 


Thb  shows  that  while  the  earnings  from  passenger  trains  increased  during  the  year 
1905  and  1906,  4.6419  per  cent  over  the  corresponding  period  of  1904  and  1905,  the 
expenses  of  passenger  trains  increased  22.0472  per  cent  and  the  percentage  of  ex- 
penses to  passenger  earnings  increased  16.6171  per  cent,  thus  forcibly  illustrating  the 
well-known  fact  that  the  cost  of  operation  has  increased  in  the  past  year  out  of  all 
proportion  to  the  increase  in  revenue  derived  from  passenger  traffic. 

In  connection  with  the  demand  for  a  reduction  in  passenger  charges  it  may  be 
pointed  out  that  the  average  rate  per  passenger  per  mile  is  steadily  declining.  The 
last  year  for  which  the  Interstate  Commerce  Commission  has  compiled  figures  is  1905. 
These  show  that  in  the  ten  years  from  1895  to  1905  the  rate  has  declined  from  2.040 
to  1.962  cents  per  mile,  or  3.98  per  cent.  This  rate  of  decline  would  have  been  greater 
but  for  the  effect  upon  the  average  of  the  loss  of  a  considerable  amount  of  low-rate 
suburban  and  interurban  travel,  due  to  the  development  of  the  trolley  system.  The 
extent  of  this  is  shown  by  the  fact  that  the  average  distance  traveled  per  passenger 
increased  from  24.02  miles  in  1895  to  32.21  miles  in  1905.  This  is  an  important  point, 
for  the  reason  that,  while  suburban  traffic  is  carried  at  low  rates,  it  is  more  prontable 
than  much  of  the  longer  distance  travel,  because  it  is  more  dense  and  trains  can  be 
loaded  more  nearly  to  their  capacity.  *^ 

That  the  decline  in  the  average  passenger  rates  in  the  United  States  has  not  been 
80  rapid  and  constant  as  the  decline  in  the  average  freight  rate  has  been  due  almost 
entirely  to  the  fact  that,  owing  to  the  constant  public  demand  for  more  frequent, 
improved,  and  faster  passenger  trains,  it  has  been  impossible  for  the  roads  to  introduce 
economies  in  their  passenger  service.  An  increased  volume  of  freight  traffic  has 
made  it  possible  for  tne  roads  to  reduce  the  unit  charge  without  impairing  their  reve- 
nues. Increased  passenger  travel,  on  the  other  hand,  has  called  for  increased  expend- 
itures in  nearly  the  same  proportion.  This  is  strikingly  illustrated  by  comparing 
the  statistics  of  train  service  in  the  two  branches.  By  using  cars  of  larger  capactiy 
and  engines  of  greater  tractive  power  it  has  been  possible  to  increase  the  average 
freight-train  load  from  189.69  tons  in  1895  to  322.26  tons  in  1905,  an  increase  of  69.88 
per  cent.  On  the  other  hand,  the  average  number  of  passengers  per  train  in  1895 
was  38  and  in  1905  it  had  increased  to  but  48,  or  only  26.31  per  cent.  In  the  mean- 
time, however,  the  total  number  of  passenger  carried  hsMi  increased  from  507,421,362 
in  1895  to  738,834,667  in  1905— an  increase  of  231,413,305,  or  45.60  per  cent.  In  other 
words,  the  roads,  in  response  to  the  public  demand  for  more  frequent  service,  have 
been  compelled  to  increase  the  number  of  their  trains  vastl)^  out  of  proportion  to  the 
traffic  reouirements  of  the  service,  and,  at  the  same  time,  in  response  to  the  desire 
of  the  puolic  for  greater  comfort  and  luxury,  the  cost  of  i)afi8enger  equipment  has 
been  increased. 
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While  the  average  number  of  paesengere  per  train  is  but  48  the  railways  can  not 
reduce  their  average  train  capacity  to  anything  like  that  figure.  'A  train  must  always 
have  accommodations  for  the  largest  number  of  passengers  that  it  may  reasonably  be 
expected  to  be  called  upon  to  carry,  though,  unless  it  be  a  suburban  train  or  a  through 
train  in  a  region  of  dense  and  regular  traffic,  it  may  not  be  filled  to  even  one-half  its 
capacity  once  in  six  months.  Every  road  has  the  experience  from  time  to  time  of  run- 
ning passenger  trains  for  a  greater  or  less  distance  practically  empty  or  entirely  so.  For 
instance,  on  Christmas  Day,  1905,  the  Pennsylvania  Limited,  one  of  the  most  expen- 
sive passenger  trains  in  the  world,  ran  from  Jersey  City  to  Pittsburg  without  a  single 
passenger  and,  though  not  a  cent  of  passenger  revenue  was  received,  the  cost  to  the 
Pennsylvania  was  practically  the  same  as  if  it  had  been  loaded  to  its  full  capacity. 

Practically  every  railway  m  the  country  has  some  passenger  trains  that  regularly 
fail  to  earn  enough  to  pay  the  bare  cost  of  their  own  movement  and  that  contribute 
nothing  either  to  maintenance,  expenses,  fixed  charges,  or  profits.  Yet  these  trains  must 
be  run  to  meet  the  needs  of  the  people  dependent  on  the  road  for  transpoi  tation.  There 
are  roads  on  which  the  passenger  service  as  a  whole  does  not  do  more  than  earn  its  pro- 
portion of  the  operating  expenses  and  contributes  noUiing  to  fixed  charges  or  profits. 
There  are  other  roads,  enjoying  dense  passenger  trafi[ic,  on  which  the  passenger  business 
contributes  to  both  fixed  changes  and  profits,  but  it  may  be  very  seriously  questioned 
whether  the  roads  of  the  United  States,  considered  as  a  whole,  earn  any  profits  whatever 
from  their  passenger  business. 

A  mathematically  accurate  answer  to  this  question  can  not  be  made  for  the  reason 
that  a  very  large  proportion  of  the  total  expenses  of  a  railway  are  joint  expenses  that 
can  not  be  apportioned  accurately  between  the  freight  and  passenger  services.  The 
average  cost  per  mile  of  running  all  the  trains  on  a  road  can  be  determined  with  absolute 
exactness.  It  is  also  possible  to  determine  with  approximate  accuracy  the  out-of- 
pocket  expense  of  actually  moving  either  the  freight  trains  or  the  passenger  trains  and 
of  maintaining  freight  equipment  and  passenger  equipment.  But  when  it  comes  to 
apportioning  between  the  two  services,  station  and  yard  expenses,  maintenance  of  way 
expenses,  general  expenses,  and  fixed  charges,  the  problem  is  very  complex  and  on 
those  roads  where  its  solution  is  attempted  much  depends  on  the  traffic  and  operating 
conditions  peculiar  to  a  particular  roaaand  to  the  views  of  the  accounting  department 
as  to  the  proper  apportionments  to  be  made.  The  division  usually  made  approxi- 
mates more  or  less  closely  to  an  apportionment  of  all  joint  expenses  in  proportion  to 
freight-train  miles^e  and  passenger-train  mileage.  A  calculation  made  on  this  basis 
makes  the  expenditures  per  passenger-train  mile  somewhat  less  than  those  per  freight- 
train  mile,  due  to  the  fact  that,  owing  to  the  greater  speed  of  passenger  trains,  the  cost  of 
movement  per  mile  is  less.  There  are  strong  reasons  for  contending,  however,  that  the 
passenger  service  should  be  charged  with  a  somewhat  greater  proportion  of  some  joint 
expenses  than  that  based  on  train  mileage.  For  instance,  on  most  roads  this  service 
should  bear  a  greater  proportion  of  the  cost  of  construction  and  interest  on  this  cost,  for 
often  great  expense  is  incurred  to  eliminate  curves  and  shorten  the  line  for  thebenefit 
of  the  fast-passenger  service  when,  if  freight  alone  were  considered,  the  expense  would 
not  be  incurred.  The  expense  of  elevating  tracks  above  street  grades  in  cities  or  of 
depressing  them  below  grade  in  an  open  cut,  or  in  a  tunnel,  is  almost  always  made 
necessary  for  passenger  trains  almost  exclusively. 

As  freight  yards  must  be  on  ghide  for  the  convenience  of  shippers  as  well  as  of  the 
roads,  and  they  are  usually  so  located  that  expensive  elevatecf  or  depressed  tracks 
leadii^  to  them  are  not  necessary.  Expensive  passenger  stations  in  large  cities  are 
also  an  important  factor  in  increasing  construction  costs.  Fast  passenger  trains  also 
require  large  expenditures  on  roadbed  and  bridges.  The  comfort  as  well  as  the  safety 
of  passengers  requires  that  the  track  shall  be  carefully  leveled  and  that  it  shall  be 
aligned  as  accurately  as  possible.  It  must  be  heavily  ballasted,  with  stone  if  possible, 
though  cheaper  and  less  cleanly  material  in  less  auantity  might  serve  for  freight.  A 
bridge  that  would  be  sufficiently  strong  for  a  slow-moving,  heavily-loaded  freight 
train  would  be  unsafe  for  a  fast  passenger  train.  Then,  when  once  the  road  has  been 
built,  a  proportion  of  maintenance  of  way  expenditures  out  of  proportion  to  passenger- 
train  mileage  is  required  to  keep  it  up  to  the  passenger- train  standard.  In  this  con- 
nection it  mav  be  pointed  out  that  many  roads  are  now  incurring  large  expenses  in  the 
extension  and  improvement  of  their  systems  of  block  signals,  primarily  for  the  benefit 
of  the  passenger  service,  though  the  movement  of  freight  will  be  facilitated  also,  and 
recent  accidents  have  demonstrated  that  nothing  should  be  done  that  will  tend  to 
retard  this  work  on  the  many  roads  that  would  be  hampered  by  any  reduction  in  their 
present  earnings. 

Returning  to  the  actual  cost  of  moving  trainSj  attention  should  be  directed  to  a  fact 
that  is  generally  overlooked  in  popular  discussions  of  passenger  rates,  and  the  full  im- 
portance of  which  is  not  always  appreciated  even  by  railway  operating  and  accounting 
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officialfi.  This  is  that  a  part  of  the  expenditures  for  the  actual  movement  of  freight 
trains  are  made  necessary  by  the  passenger  traffic,  and  can  properly  he  considered  a  jwut 
of  the  cost  of  that  service.  This  is  the  cost  of  holding  freight  trains  on  sidings  to  await 
the  passage  of  passenger  trains.  This  is  an  imi>ortant  item  on  every  road,  but  espe- 
cially on  a  single-track  line  with  heavy  freight  and  passenger  traffic  moving  in  both 
directions.  It  varies,  of  course,  on  different  roads  ana  even  on  the  same  road  at  differ- 
ent seasons  of  the  year. 

To  determine  wilh  approximate  accuracy  for  a  sinele  road  the  relative  mileage  cost 
of  freight  and  passenger  trains  would  be  a  very  difficult  matter.  To  do  it  for  the  entire 
country  is  practicallv  impossible,  but,  taking  all  factors  into  account,  it  is  safe  to  say 
that  the  cost  per  mife  of  passenger  trains  is  not  materially  less  than  the  ccxat  per  mile 
of  freight  trains.  It  is  probably  fully  as  great.  Unless,  however,  the  cost  is  verjr  ma- 
terially less  the  passenger  business  of  the  country,  considering  all  the  roads  as  a  single 
system,  does  not  contrioute  a  dollar  to  railway  profits. 

Not  only  have  the  railroads  been  compelled*  to  increase  the  number  of  their  passenger 
trains  almost  in  proportion  to  the  increase  in  the  number  of  passengers  carried,  but 
the  running  of  each  train  has  become  more  expensive  from  year  to  year.  Passengers 
would  not  tolerate  the  character  of  equipment  in  general  use  twenty  years  ago.  and, 
without  taking  into  consideration  the  advances  in  the  cost  of  practically  every  kind 
of  material  entering  into  the  construction  of  a  passenger  coach,  the  cost  per  coach  has 
been  greatly  increased  by  the  development  of  more  convenient,  comfortable,  and  lux- 
urious coacnes.  The  demand  for  speed  has  also  called  for  the  construction  of  larger 
and  more  powerhil  engines  for  the  passenger  service,  and  passenger  endues  to-day  cost 
from  $4,000  to  $5,000  each  more  than  a  few  years  ago.  One  of  the  principal  items  of 
increased  expense  in  railway  operation  has  been  the  large  advance  in  the  rate  of  wages 
paid  to  every  class  of  railway  employees.  In  the  freight  service  this  has  been  neu- 
tralized to  a  certain  extent  by  the  increase  in  the  average  train  load,  but  this  could  not 
be  done  in  the  passenger  service.  Bearing  in  mind  the  very  slight  increase  in  the 
passenger-train  load  and  the  very  large  increase  in  wages,  including  the  advances  made 
within  the  past  few  months  on  practically  all  the  roads  of  the  country,  it  is  apparent 
that  the  number  of  units  of  passenger-train  revenue  required  to  pay  the  daily  wages 
of  a  train  crew  has  very  largely  increased. 

In  considering  a  proposition  to  fix  a  maximum  passenger  rate  it  must  be  remembered 
that,  whatever  rate  may  be  fixed  as  the  maximum,  the  average  rate  that  can  actusJly 
be  charged  will  be  materially  less.  There  are  several  reasons  for  this.  One  of  these 
is  that  wherever  there  are  two  or  more  roads  between  two  points  the  maximum  fare 
that  can  be  charged  on  any  one  of  them  is  the  rate  fixed  by  the  shortest  line.  This 
line  could  not  charge  more  than  the  legal  maximum  per  mQe,  which  would  make  the 
rates  by  the  longer  lines  less  than  the  le^l  maximum.  Another  reason  is  that  the 
law  contemplates,  and  long  custom  requires,  the  giving  of  reduced-rate  tickets  to 
certain  classes  of  passengers,  such  as  clergymen  and  charity  passengers.  It  is  also 
the  general  practice  to  put  into  effect  reduced  rates  to  expositions  and  fairs  and  to 
religious,  fraternal,  educational,  business,  and  political  gatherings.  Especially  low 
rates  are  also  made  for  commutation  tickets  on  suburban  lines  where  the  traffic  is  so 
dense  that  it  can  be  carried  at  a  rate  per  mile  that  would  be  ruinous  if  applied  to  the 
entire  passenger  business  of  a  road.  In  addition  to  these  low  rates  it  is  the  uniform 
practice  of  the  railroads  to  run  cheap  popular  excursions  at  intervals,  especially  in 
the  summer  months,  to  afford  people  of  moderate  means  an  opportunity  to  visit  sear 
shore  and  mountain  resorts  and  other  points  of  interest.  It  will  thus  be  seen  that, 
under  any  circumstances,  the  average  rate  per  mile  must  be  somewhat  less  than  the 
legal  maximum,  and  that,  if  the  roads  are  to  continue  their  present  liberal  policy  of 
giving  reduced  rates  within  the  limits  recognized  bv  the  Hepburn  law  as  being  proi>er, 
the  average  rate  must  be  very  considerably  below  the  legal  maximum.  Taking 
everything  into  consideration,  it  may  be  doubted  whether  a  cent  and  a  half  could  be 
maintained  as  the  average  for  the  entire  country  if  the  legal  maximum  should  be 
fixed  at  2  cents  a  mile.  As  much  of  the  passenger  traffic  is  unprofitable  at  present 
rates,  it  is  apparent  that  enforced  reductions  can  not  be  carried  far  without  bringing 
about  the  impairment  of  the  service. 

The  Chaibman.  Mr.  Boyd,  are  you  ready  to  proceed  now? 

Mr.  Boyd.  Yes,  sir. 

The  Chairman.  Very  well. 
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Mr.  Boyd.  Mr.  Chairman,  the  disastrous  results  that  would  follow 
the  issue  of  an  unlimited  mileage  ticket,  such  as  is  provided  for  in 
the  Sherman  bill,  have  been  so  well  pointed  out  by  the  gentlemen 
who  preceded  me  that  I  deem  it  unnecessary  further  to  refer  to  them. 
It  occurs  to  me,  after  careful  thought,  that  there  is  no  demand  to-day 
from  the  people  for  such  a  ticket,  and  that  it  would  be  very  unwise 
on  the  part  of  Congress  by  legal  enactment  to  force  such  a  ticket 
upon  the  railroads  of  the  country. 

I  speak,  now,  more  directly  for  the  Pennsylvania  Railroad,  but  in  a 
general  way  also  for  the  trunk  Unes  of  the  Eastern  territory.  I  can 
say  to  this  committee  in  good  faith  that  no  form  of  ticket  or  rate  or 
train  arrangement  is  adopted  by  the  Pennsylvania,  and  what  I  think 
is  true  in  our  case  is  also  equally  true  in  the  case  of  all  well-regulated 
companies — mthout  first  ascertaining  whether  such  a  rate  or  such  a 
ticket  or  such  a  train  will  prove  an  additional  accommodation  to  the 
traveling  public. 

I  am  frank  to  say  that  I  believe  that  in  serving  the  people  we  are 
serving  the  best  interests  we  represent,  namely,  the  railroads,  and  it  is 
unfair  to  suppose  that  any  well-regulated  railroad  in  this  country 
would  be  short  sighted  enough  to  introduce  regulations  that  would  be 
distasteful  to  the  people  and  result  in  bad  feeling  and  complaint 
against  the  management. 

The  duties  and  limitations  of  railroads  are  being  defined  by  rulings 
of  the  Interstate  Commerce  Commission  at  this  time.  The  tariflFs  of 
all  railroads  have  been  submitted  to  the  Commission,  and  it  is  for  the 
Commission  to  say  whether  such  rates  as  we  have  filed  are  reasonable 
and  accommodating  and  satisfactory  and  just  to  the  people. 

My  thought  is  that  it  is  not  only  not  necessary  but  absolutely  unwise 
and  prejudicial  to  good  government  for  Congress,  as  I  said,  to  force 
upon  the  railroads  at  this  time  any  further  legislation  tending  to  the 
reduction  of  rates  or  to  the  modification  of  our  tariffs. 

Mr.  Bartlett.  You  mean  railroad  tariffs,  of  course  1     (Laughter.) 

Mr.  BoTD.  Yes.  It  seems  a  flat  passenger  rate  could  not  be 
adopted  without  very  harmful  results  to  many  of  the  raih-oads,  espe- 
ciiJrjr  those  in  the  South  and  in  the  West.  I  hope  this  committee  will 
not  imbibe  the  impression  that,  because  the  trains  of  the  Pennsylvania 
Railroad  are  well  filled  dav  after  day,  our  margin  of  profit  is  greater 
than  that  which  is  derived  by  other  well-regulated  railroads  in  other 
sections  of  the  coimtry.  There  is  a  constant  demand  on  the  part  of 
the  people  for  faster  trains  and  more  expensive  accommodations,  with 
a  constant  demand  for  reduction  in  rates,  so  that  you  will  see  that  it  is 
operating  against  the  railroads  of  this  country  in  both  directions. 

The  Chaibman.  Mr.  Boyd,  would  it  interrupt  you  if  I  should  ask 
you  a  Question  there? 

Mr.  Boyd.  Not  at  all,  sir. 

The  Chairman.  Can  you  give  this  committee  an  idea  of  the  added 
cost  to  your  company  of  yoxu*  train  that  makes  the  passage  between 
New  York  and  Chicago  in  18  hours  as  compared  with  one  wiat  makes 
that  journey  in  26  hours? 

Mr.  Botd.  Well,  Mr.  Chairman,  I  beg  to  admit  that  I  can  not  give 
you  the  exact  figures. 
BPi^— 07 8 
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The  Chairman.  Can  you  approximate  it  ? 

Mr.  Boyd.  I  can.  Tne  average  cost  of  running  a  modem  railroad 
train  between  important  centers  on  an  accelerated  schedule  can  not  be 
placed  lower  than  $16  per  mile.  The  18-hour  trains  were  introduced 
oy  the  Pennsylvania  Railroad  in  the  one  case,  and  by  the  New  York 
Central  in  the  other,  for  the  accommodation  of  the  business  interests 
of  the  Eastern  and  Western  country.  Bankers  and  merchants,  and 
gentlemen  representing  other  important  interests,  petitioned  us  from 
time  to  time  tor  fast  trains,  permitting  them  to  transact  business  dur- 
ing the  day  in  New  York,  with  a  night  journey  to  Chicago,  and  after  a 
fun  business  day  in  that  city  a  return  journey  by  night,  enabling  them 
to  have  a  third  business  day  in  New  \  ork,  so  that  the  journey  is  made 
overnight. 

The  character  of  accommodations  that  are  furnished  is  the  highest 
and  most  expensive  that  could  be  produced.  The  average  number  of 
passengers  carried  on  our  train  since  it  was  inaugurated  is,  I  think, 
about  40  per  trip.  There  is  added  an  additional  cost  on  account  of  the 
speed,  because  in  accomplishing  that  high  rate  of  speed  we  must 
insure  safety  to  the  people,  which  is  the  first  consideration  on  the  part 
of  any  railroad  in  the  country,  and  in  doing  that  we  sidetrack  or  shift 
from  track  to  track  many  of  our  important  passenger  trains,  as  well  as 
innumerable  freight  trains,  which  is  a  difficult,  and  in  many  ways  an 
expensive  thing  to  do;  so  that  while  this  train  is  yielding  a  revenue, 
say,  of  $1.15  or  $1.20  a  mile,  not  exceeding  that  amount,  and  other 
trains  on  our  line  are  vielding  $2  and  $2.50  per  mile,  yet  we  feel  that 
the  management  of  the  road  owes  that  accommodation  to  the  best 
interests  of  the  country,  and  we  are  providing  it,  not  with  any  desire 
to  secure  an  undue  profit  from  the  arrangement,  but,  as  I  say,  to 
accommodate  the  different  classes  of  travel  that  present  themselves, 
at  the  lowest  possible  rate  consistent  with  a  reasonable  margin  of 
profit  for  our  snareholders. 

Now,  I  am  myself,  as  a  passenger  man,  thoroughly  opposed  to  the 
idea  of  a  flat  rate  anywhere  in  this  country.  I  contend  tnat  the  man 
who  travels  once  a  year,  makes  one  trip  per  year,  from  Philadelphia 
to  Pittsburg,  or  from  Washington  to  New  York,  is  not  entitled  to  the 
same  rates  per  mile  as  the  man  who  travels  three  or  four  or  five  times 
a  week;  while  the  man  who  travels  daily  between  two  estabhshed 
points  is  entitled  to  a  still  lower  rate  than  the  man  who  travels  three 
or  four  or  five  days  a  week. 

The  Chairman.  Why? 

Mr.  Boyd.  On  the  principle,  I  should  say  in  the  first  place,  of  whole- 
sale business;  and  then  because  the  necessities  of  one  man  are  greater 
than  those  of  the  others,  and  it  would  not  be  fair  or  equitable  to  charge 
the  man  who  rode  daily  between  Washington  and  Baltimore,  for 
example,  the  same  rate  per  mile  as  the  man  who  rides  twice  a  year 
from  Washington  to  New  York. 

Mr.  Richardson.  The  same  principle  applies  to  freight.  The  man 
who  ships  a  large  quantity  mignt  claim  tnat  he  should  have  a  lower 
rate? 

Mr.  Boyd.  That  does  not  pertain  to  my  department;  and  a  man 
connected  with  a  great  railroad  like  the  Pennsylvania,  if  he  is  for- 
tunate enough  to  keep  himself  fully  informed  as  to  the  responsibilities 
and  duties  of  his  own  single  department  is  doing  well. 

Mr.  Adamson.  Every  community  in  this  country,  either  urban  or 


ttAILROAD   PASSENGER   FARES   AND    MILEAGE   TICKETS.  JJ5 

rural,  imposes  a  road  tax  upon  everybody  above  the  average  age  of 
16  by  law.  Would  you  say  that  the  man  who  used  the  highway 
oftener  than  another  should  pay  more  toward  the  maintenance  of  the 
highway  or  less? 

Mr.  Boyd.  That  is  beyond  my  jurisdiction. 

Mr.  Adamson.  That  is  an  analagous  case. 

Mr.  Boyd.  Hardly,  in  my  opinion. 

Mr.  Mann.  A  good  deal  has  been  said  here,  Mr.  Boyd,  about  the 
extra  expense  of  operating  passenger  trains  and  the  maintenance  of 
right  of  way  of  railways  in  the  West  as  compared  with  those  in  the 
East.  Your  company  is  engaged  in  building  a  tunnel  to  connect  New 
Jersey  with  New  YorK,  I  believe? 

Mr.  Boyd.  Yes,  sir. 

Mr.  Mann.  Will  you  ever  be  able  to  derive  any  income  beyond  the 
cost  of  maintenance  from  the  passenger  traffic  on  the  charge  that  is 
made  merely  for  the  distance  under  the  river,  or  will  have  to  spread 
the  cost  over  the  entire  road  for  maintaining  it  ? 

Mr.  Boyd.  I  do  not  anticipate  any  advance  of  our  rates  beyond  the 
mere  mileage  that  will  be  added  from  our  present  New  York  or  Jersey 
City  terminals.  We  hope  that  the  great  increase  of  travel,  not  only 
ft'om  Washington  and  Baltimore  and  all  points  on  our  system  but  also 
from  the  West  and  South  as  well,  to  New  York,  and  coming  to  New 
York  also  from  the  New  England  territory,  will  be  so  pronounced  that 
it  will  yield  an  increased  revenue  sufficient  to  meet  the  interest  on 
those  investments. 

Those  tunnels  are  created  for  the  better  accommodation  of  the 
people,  and  when  our  line  between  Washington  and  New  York,  includ- 
ing the  tunnel,  is  completed,  we  will  give  you  gentlemen  a  train  in  four 
hours  as  against  five  hours,  landing  you  up  practically  against  the 
Waldorf-Astoria  and  the  other  hotels  in  New  York,  resulting,  in  my 
opinion,  in  a  saving  of  from  an  hour  to  an  hour  and  thirty  minutes 
without  any  additional  expense. 

The  Chairman.  I  wanted  to  ask  you,  Mr.  Boyd,  following  out  the 
idea  suggested  by  the  Question  of  Mr.  Mann,  what  will  be  the  probable 
cost  of  that  tunnel  ana  of  the  new  terminal  in  the  city  of  New  York 
now  under  process  of  construction? 

Mr.  Boyd.  I  am  not  competent  to  answer  that  question,  Mr.  Chair- 
man; it  belongs  to  the  operating  department. 

The  Chairman.  It  will  cost  $100,000,000,  will  it  not? 

Mr.  Boyd.  I  presume  it  would  probably  reach  or  exceed  that  amount. 

The  Chairman.  You  have  spoken  of  the  increased  facilities  that  you 

?ropose  to  give  to  gentlemen  traveling  from  Washington  to  New 
ork.  Do  you  expect  that  the  increased  travel  of  persons  who  will  use 
these  extraordinary  facilities  will  pay  the  added  expense  of  this 
$100,000,000  and  ultimately  provide  a  sinking  fund  for  the  redemption 
of  your  bonds,  or  to  you  expect  to  extend  that  cost,  or  your  reimburse- 
ment of  that'  cost,  over  all  the  people  that  live  within  the  territory  of 
your  whole  system  ? 

Mr.  Boyd.  I  think  I  answered  that  when  I  said  that,  so  far  as  my 
understanding  went,  there  was  to  be  no  increase  of  cost  to  the  people. 
We  will  depend  upon  the  increased  travel  that  comes  from  the  great 
increase  in  population  along  the  Atlantic  seaboard  as  well  as  in  the 
Western  States,  and  my  view  is  that  there  will  be  no  additional 
charge  for  transportation  between  Washington,  for  instance,  and 
New  York. 
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.  Now,  Mr  Chairman,  I  am  simply  giving  you  this  as  my  opinion.  I 
have  no  warrant  for  saying  so  beyond  my  general  understanding. 

The  Chairman.  Before  you  leave  this  point  let  me  ask  you:  You 
are  a  passenger  man,  familiar  with  the  passenger  business  of  that 
road? 

Mr.  Boyd.  Yes,  sir. 

The  Chairman.  Taking  into  consideration  the  average  contribu- 
tion to  your  treasury  of  each  passenger  that  goes  into  the  city  of  New 
York  that  will  use  this  line  or  the  lines  that  will  be  affected  by  these 
improvements,  how  many  millions  of  passengers,  additional  passen- 
gers, must  you  have  in  order  to  recoup  this  additional  cost  ? 

Mr.  Boyd.  I  could  not  answer  that  question  offhand.  I  have  not 
given  it  any  consideration  or  made  any  calculations  on  it. 

The  Chairman.  Have  they  not  entered  into  the  estimates  of  the 
probable  result  of  these  improvements? 

Mr.  Boyd.  Undoubtedly,  Mr.  Chairman;  but  these  are  questions 
handled  by  the  executive  department,  and  thej^  are  not  brougnt 
down  to  the  passenger  department  until  the  road  is  ready  for  opera- 
tion. 

The  Chairman.  But  it  is  a  truth,  is  it  not,  that  those  extraordinary 
facilities  that  you  are  furnishing  now  to  that  class  of  your  passengers 
that  visit  the  city  of  New  York  postpone  the  time  indefinitely  when 
you  can  lower  vour  rates? 

Mr.  Boyd.  iNot  necessarily. 

The  Chairman.  These  facilities  that  you  contemplate,  as  com- 
pared with  the  facilities  of  to-day,  I  mean. 

Mr.  Boyd.  Not  any  more  than  the  expense  of  this  great  terminal 
in  Washington  will  have  the  same  effect,  though  in  lesser  degree. 

The  Chairman.  It  will  have  the  same  effect? 

Mr.  Boyd.  I  should  say  not. 

The  Chairman.  Then  your  illustration  does  not  illustrate. 

Mr.  Boyd.  It  illustrates  to  this  extent,  Mr.  Chairman,  if  you  will 
allow  me,  that  these  terminals  are  necessary  to  a  certain  extent  for 
the  accommodation  of  our  travel  as  it  exists  to-day  and  as  it  existed 
four  or  five  vears  ago.  Our  facilities  have  not  been  sufficient  satis- 
factorily and  properly  to  accommodate  the  people,  and  that  must  be 
•evident  to  all  of  you  gentlemen  who  have  occasion  to  pass  through 
our  terminal  in  this  city.  Just  on  the  principle  that  we  spent  $200,- 
000,000  in  revamping  our  line  for  the  oetter  accommodation  of  our 
traffic,  so  these  termmals  are  not  only  necessary  for  the  travel  that 
we  will  handle  four  or  five  years,  or  ten  years,  hence,  but  they  are 
absolutely  necessary  for  the  proper  handling  of  it  to-day,  and  Mr. 
Cassatt 

The  Chairman.  Right  there,  is  it  not  true  that  by  the;  methods 
you  are  adopting  for  the  accommodation,  say,  of  a  certain  few  of 
your  passengers,  you  are  compelling  the  man  wno  will  never  use  these 
facilities  at  all  to  aid  in  the  payment  for  it  ? 

Mr.  Boyd.  I  do  not  say  that.     I  do  not  understand 

The  Chairman.  That  is  to  say,  as  to  the  man  living  on  some  of 
your  branches  that  never  uses  these  facilities  at  all,  and  never  expects 
to — ^you  are  keeping  uj)  a  rate  on  him  which,  but  for  these  extraor- 
dinary expenses,  you  might  reduce. 

Mr.  Boyd.  I  can  not  see  it  in  that  way. 

The  Chairman.  It  will  cost  your  company,  to  say  nothing  of  any 
ether  branch  of  the  matter,  four  or  five  million  dollars  a  year  to  pay 
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the  interest  on  the  bonds  that  will  make  possible  these  improve- 
ments, will  it  not  ? 

Mr.  Boyd.  I  presume  it  will. 

The  Chairman.  Now.  if  you  retain  your  facilities  as  they  are  now, 
it  would  be  practicable  for  you  to  reduce  yoiu*  passenger  rates 
$5,000,000,  say,  would  it  not,  and  in  that  way  confer  a  benefit  on  all 
those  who  are  patrons  of  your  road  ? 

Mr.  BoTD.  I  should  not  like  to  subscribe  to  such  an  idea  or  such  a 
condition.  It  might  be  true  on  the  principle  that  a  woman  who  Ukes 
to  use  calico  instead  of  silk  is  quite  as  well  accommodated  with  calico 
as  she  would  be  with  silk 

The  Chairman.  I  doubt  if  that  is  a  fair  illustration.  Probablj^  a 
fair  illustration  would  be  that  the  woman  who  would  wear  a  silk 
dress  that  cost  her  $1.50  would  scarcely  be  justified  in  btlying  one 
that  would  cost  her  $5  a  jard. 

Mr.  Boyd.  Dealing  with  the  people,  as  I  am  constantly,  I  am 
firmly  of  the  opinion  that  larger  and  oetter  accommodations  are  more 
in  demand  than  a  reduction  in  our  traiff  of  rates.  No  fair-minded 
man  in  this  coiintry,  in  my  opinion,  will  hesitate  to  pay  what  he 
desires  if  the  railroad  gives  him  what  he  pays  for,  ana  we  have  so 
r^ulated  our  rates  that  the  various  classes  of  travel  presenting  them- 
se^es  are  properly  and  equitably,  and  in  my  op>inion^  entirely, 
acconmiodated  oy  them.  Our  arrangement  of  rates  is  entirely  satis- 
factory to  the  people  accommodated  by  the  Pennsylvania  Railroad 
who  are  good  enough  to  give  us  their  patronage. 

The  demand  for  accommodations  and  terminals  in  these  great 
cities  are  just  as  necessary  as  one-himdred-pound  steel  rails  and 
stone-ballasted  lines  are  between  important  centers,  and  the  rail- 
road company  that  fails  to  provide  them  fails  to  provide  for  the 
accommodation  of  the  people  and  for  its  own  ^ood,  present  and 
future.     They  are  absolutely  necessary,  in  my  opimon. 

Mr.  Mann.  What  is  your  schedule  of  rates  oased  upon  now  ? 

Mr.  Boyd.  Since  November  1,  of  the  past  year,  our  local  rate  uni- 
versaUy  is  2  J  cents  a  mile  over  the  system  east  of  Pittsburg,  imder  my 
control  as  general  passenger  agent,  5,200  miles  of  main  line. 

The  Chahiman.  That  is  a  flat  rate,  then  ? 

Mr.  Boyd.  That  is  a  flat  rate  of  2^  cents  a  mile.  In  addition  to 
that,  we  sell  excursion  tickets  between  all  coast  points  at  a  rate  of  2 
cents  a  mile,  as  a  rule,  and  in  some  cases  as  low  as  1^  cents  a  mile; 
1^  cents,  and  as  low  as  1  cent  a  mile,  between  Philadelphia  and  the 
summer  resorts  on  the  coast.      . 

Mr.  Mann.  Are  they  regular  excursion  tickets  or  periodical? 

Mr.  BoTD.  They  are  regular,  sold  during  the  year,  bearing  a  return 
coupon  good  withm  fifteen  days. 

In  addition,  we  sell  what  is  known  as  winter  excursion  tickets  to  all 
these  resorts  based  upon  a  slight  fraction  of  advance  from  that,  possi- 
bly less  than  2  cents  a  mile.  But  in  addition  to  these  two  forms  of 
tickets  we  sell  a  mileage  ticket  good  for  one  year  from  the  date  of 
issue,  and  good  for  the  use  of  anyone  presenting  it,  and  good  for  any 
number  of  people  within  the  1,000  miles,  and  good  over  our  entire 
system,  at  2  cents  a  mile. 

Mr.  Mann.  East  of  Pittsburg? 

Mr.  Boyd.  Yes,  sir. 

Mr.  Stevens.  That  was  recently  established,  was  it  not? 
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Mr.  Boyd.  Yes.  We  had  a  somewhat  different  form  of  ticket  in 
effect  prior  to  September  1  of  last  year.  This  form  of  ticket  is  a  most 
accommodating  lonn  of  ticket  when  issued  locally  over  one  system, 
and  I  am  entirely  frank  and  honest  in  saying  that  I  do  not  believe 
there  is  any  perceptible  demand  for  a  ticket  good  beyond  certain 
limitations. 

Now,  under  our  rules  a  man  who  holds  a  mileage  ticket  good  in  the 
territory  east  of  Pittsburg  and  who  holds  a  second  ticket  over  the 
lines  west  of  Pittsburg,  up  to  and  including  Chicago  and  St.  Louis 
and  Cincinnati,  has  the  privilege  of  buying  through  sleeping-car 
accommodations  and  checking  his  baggage  tm^ough;  and  in  order  to 
determine  what  number  of  people  per  day  and  per  week  and  per 
month  are  taking  advantage  of  that  arrangement,  showing  the  use  of 
these  tickets  between  the  two  territories,  we  have  been  keeping  a 
record  since  September  1,  and  I  think  probably  not  exceeding  10 
passengers  a  month  avail  themselves  of  the  through  arrangement  be- 
tween the  two  associations,  each  having  the  benefit  of  a  2-cent  rate. 

Mr.  Mann.  Do  you  have  the  2-cent  rate  west  of  Pittsburg? 

Mr.  Boyd.  Yes;  the  Central  Traffic  Association  has  a  similar  rate. 

Mr.  Burke.  What  is  the  average  rate  of  fare  received  in  that  por- 
tion of  the  road  that  is  jnder  your  jurisdiction,  Mr.  Bovd? 

Mr.  Boyd.  Well,  for  1905  it  was  a  cent  and  nine  mills;  less  than  2 
ceiita  a  mile. 

Mr.  Kennedy.  What  harm  would  accrue  to  the  Pennsylvania  Rail- 
road Company  if  a  2-cent  rate  were  made  and  the  power  on  the  part 
of  the  company  to  discriminate  between  passengers  was  taken  from 
them  and  tiiey  would  have  to  treat  all  alike  and  take  a  2-cent  rate? 

Mr.  Boyd.  We  would  be  the  gainer  bv  it.  Two  cents  a  mile  flat 
rate  would  not  be  objectionable  to  the  Pennsylvania  management  if 
we  could  apply  that  to  all  our  business,  becaase  it  would  yield  nsmore 
than  the  present  arrangement  of  our  rates. 

.  Mr.  Mann.  But  when  you  figure  out  a  cent  and  nine  mills  per  mile 
you  take  into  account  competition  ? 

Mr.  Boyd.  Yes,  and  everything. 

Mr.  Mann.  Of  course  you  would  not  gel  from  your  ordinary  local 
business  2  cents  a  mile. 

Mr.  Boyd.  The  man  who  pays  2i  cents  a  mile  for  a  ticket,  say,  from 
Pliiladelphia  to  Harrisburg,  making  the  journey  perhaps  once  a  year, 
rnakes  no  objection  about  it,  and  probably  feels  that  he  has  had  a 
good  return  for  what  is  charged. 

Mr.  Mann.  Everybody  who  rides  on  the  Pennsylvania  road  feels 
that  way. 

Mr.  Boyd.  Thank  you,  sir. 

The  Chairman.  Do  you  feel  that  the  absence  of  a  protest  when  a 
man  buys  a  ticket  at  one  of  your  offices  constitutes  an  expression  of 
fipproval  of  the  price  of  the  ticket?  In  other  words,  do  you  consider 
that  when  a  man  makes  no  complaint,  that  is  an  approval  or  indorse- 
ment of  the  rate,  or  is  he  influenced  sometimes  by  the  fact  that  he 
knows  you  gentlemen  are  obdurate,  and  that  his  protest  would  be 
unavailing? 

Mr.  Boyd.  I  do  not  think  we  have  any  well-regulated  citizen 
within  the  limits  of  our  State  who  has  such  an  impression  about  the 
management  of  the  Pennsylvania  Railroad,  because  our  manage- 
ment, within  the  last 

The  Chairman.  I  mean  obdurate  as  to  dealing  with  individuals. 
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Mr.  Boyd.  There  have  been  no  petitions,  no  signatures,  from  com- 
mittees or  citizens  in  regard  to  the  passenger  business  that  have  not 
always  received  respectnil  and  considerate  attention  at  the  hands  of 
our  officers;  and  instead  of  trying  to  find  ways  not  to  comply  with 
such  requests,  we  endeavor  in  every  way  that  is  possible  to  meet  them, 
as  I  said  before,  consistent  with  an  equitable  percentage  of  profit  to 
our  shareholders. 

lirlr.  Stevens.  Did  you  not  read  some  years  ago  of  petitions  of  citi- 
zens who  dealt  with  your  line,  protesting  about  the  amount  of  money 
they  had  tied  up  in  mileage  books  with  your  road  ? 

Mr.  Boyd.  Yes,  I  believe  there  was  a  petition  of  that  kind.  It  was 
sent  in  by  what  is  called  the  Commercial  Travelers^  Association,  form- 
ing a  very  meager  percentage  of  the  passenger-carrying  business  of 
anv  railroad. 

.Mr.  Kennedy.  Do  you  know  of  anv  other  association  or  class  of 
people  that  associate  together  to  travel  habitually? 

Mr.  Boyd.  I  do  not,  except  the  representatives  of  business  firms. 
I  would  like  to  say  that  no  diiference  what  rate  is  made  by  railroads 
or  by  legal  enactment,  if  they  applied  to  people  generally,  they  will 
not  be  satisfactory  to  the  commercial  travelers*  associations  of  this 
country;  and  as  confirming  that,  I  wish  to  say  to  the  committee  that 
after  the  Ohio  law  became  effective  and  the  flat  rate  of  2  cents  a  mile 
was  applied,  the  Travelers'  Association  of  that  State  petitioned  the 
railroads  operating  under  what  is  known  as  the  Central  TraflSc  Asso- 
ciation for  a  rate  of  1 J  cents  a  mile  for  their  mileage  tickets,  claiming 
that  as  the  people  generally  are  charged  only  2  cents  a  mile,  they,  the 
commercial  travelers,  ought  to  have  a  rate  of  one-half  cent  a  mile  less; 
and  I  assume  that  if  the  rate  should  go  to  a  cent  a  mile  they  would 
still  feel  that  they  ought  to  have  a  corresponding  reduction. 

The  Chairman.  That  is  on  your  idea  of  wholesale  business? 

Mr.  Boyd.  Those  men  are  treated  by  us  and  appear  to  us  as  indi- 
viduals, and  not  as  an  organization.  They  do  not  as  an  organization 
contribute  to  the  patronage  of  anv  one  line  of  railroad,  and  they  do  not 
as  an  organization  conform  to  the  well-established  rules  that  govern 
the  issue  of  mileage  tickets. 

Mr.  Mann.  Don't  you  think  the  system  abolished  in  September 
last  was  very  objectionable,  on  reasonable  grounds,  to  those  people 
who  traveled  over  your  road  ? 

Mr.  Boyd.  I  think  to  some  extent,  but  it  was  over  a  number  of 
roads.  The  interchangeable  mileage  book  was  introduced  by  us  and 
by  other  lines  at  the  request  of  commercial  bodies  and  travelers' 
associations. 

Mr.  Adamson.  Have  you  now  abandoned  that  $10  arrangement 
that  they  objected  to? 

Mr.  Boyd.  We  still  sell  an  interchangeable  ticket  with  a  rebate  of 
$5,  because  our  local  rates  are  now  tw^o  and  one-half  cents  instead  of 
three  cents. 

Mr.  Adamson.  They  objected  to  tying  up  $10? 

Mr.  Boyd.  When  that  system  was  originally  introduced  it  was 
looked  upon  as  an  accommodation  to  these  people,  and  just  what 
they  wanted;  and  it  accommodates  them  to-day,  because  they  use 
it  over  seven  different  lines,  and  they  are  largely  the  people  who  travel 
from  one  railroad  to  another,  and  they  have  the  benefit  of  a  2-cents-a- 
mile  rate  on  the  Erie  Railroad,  whereas  if  they  bought  a  ticket  over 
there  it  would  be  2i  cents  a  mile.     But  that  ticket  was  introduced 
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after  great  difficulty  on  the  part  of  the  Pennsylvania  road  in  bringing 
the  other  lines  into  cooperation,  for  the  benefit  of  that  very  class  of 
people. 

Now,  last  year,  when  it  was  very  evident  that  the  interstate  com- 
merce law  should  become  a  law  and  the  issue  of  passes  would  be 
prohibited  or  largely  curtailed,  and  when  our  management  in  its 
wisdom  decided  to  make  that  arrangement  effective  January  1,  1905, 
the  minute  passes  were  withdrawn,  not  only  the  commercial  travelers 
took  advantage  of  the  agitation  that  followed  throughout  the  press, 
who  themselves  petitions  for  a  lower  rate  than  existed  at  that  time 
for  members  of  their  staff,  but  also  other  people,  noting  the  conditions 
that  we  are  concerned  with  in  our  efforts  to  be  good,  law-abiding 
citizens,  urged  that  we  should  withdraw  our  restrictions  on  the  inter- 
changeable tickets,  and  that  we  should  issue  a  mileage  ticket  good 
until  used,  and  for  anybody. 

Now,  I  will  say  very  frankly  that  it  has  always  been  the  policy  of 
the  Pennsylvania  Road,  as  I  imderstood  it,  to  lower  its  rates  from 
time  to  time,  in  accordance  with  the  great  or  proper  increase  of  traffic, 
in  order  that  we  might  earn  for  our  shareholders  the  same  proportion- 
ate percentage  of  profit,  and  we  have  reduced  our  rates  from  time  to 
time  imtil  when  the  interstate  coimnerce  law  became  effective  it  was 
only  necessary  for  us  to  file  our  tariffs,  because  our  system  of  rates 
was  in  entire  harmony  with  the  letter  and  spirit  of  tnat  law.  But 
this  great  agitation  against  railroads  which  nas  been  sweeping  the 
coimtry  for  the  last  two  years  will  spend  itself  in  time,  and  in  my 
opinion  it  is  very  imjust  and  has  brought  very  unjust  residts  to  many 
of  the  railroads  less  fortimate  than  the  Pennsylvania. 

But  I  think  that  that  interchangeable  ticket  was  most  accommo- 
dating and  proper.  However,  the  use  of  that  ticket  became  so  general 
under  the  new  conditions  that  many  people  did  object  to  having  to 
sign  their  names  on  the  train  as  an  identification,  and  as  a  means  of 
having  the  extra  fare  refunded,  as  an  evidence  of  their  good  faith. 

The  CHAmMAN.  Mr.  Boyd,  the  time  for  adjournment  has  arrived. 

Mr.  Boyd.  Just  a  moment;  I  will  not  appear  again.  But  out  of 
deference  to  the  wishes  of  the  people  we  waived  the  point  and  intro- 
duced our  present  ticket.  I  think  it  is  most  accommodating,  and 
will  prove  not  only  entirely  satisfactory  to  the  patrons  of  the  Pennsyl- 
vania but  to  the  patrons  of  other  lines  that  have  introduced  it  and 
wiU  introduce  it,  but  wiU  bring  proper  returns  in  revenue  to  the 
Pennsylvania  Railroad. 

Thereupon,  at  12  o'clock  noon,  the  committee  adjourned. 


Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Washin{itonf  D,  C,  Monday ^  January  H,  1907, 

The  committee  met  this  day  at  10.45  o'clock  a.  m.,  Hon.  WilUam 
P.  Hepburn  in  the  chair. 

The  Chairman.  The  committee  will  be  in  order.  Are  there  any 
gentlemen  desiring  to  be  heard  this  morning  ? 

Mr.  Herbert.  Mr.  Chairman,  Mr.  Fairlamb,  of  the  New  York 
Central  Railroad,  was  to  be  here  this  morning,  and  we  are  still  looking 
for  him.  Senator  Faulkner  was  to  have  been  here  to-day,  also,  but  he 
had  to  go  to  court  to  try  a  case,  and  for  that  reason  he  is  not  here. 
The  agent  of  the  Southern,  his  assistant,  Mr.  Wall,  has  come  until  Mr. 
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Faulkner  shall  have  appeared.  I  do  not  know  why  Mr.  Fairlamb  is 
not  here.     We  are  still  looking  for  him. 

While  I  am  up,  I  want  to  say  that  the  witness  for  the  Seaboard  Air 
Line,  Mr.  Ryan — the  Seaboard  Air  Line  is  my  client — did  not  come 
to-day,  because  it  was  supposed  he  would  not  be  reached.  I  would 
like  to  make  an  appointment  for  him  and  telegraph  him  to-day  to  be 
here  to-morrow.  He  is  a  very  busy  man  and  can  not  take  up  any 
more  time  than  is  necessary.  We  do  not  seem  to  be  ready  with 
anybody  just  now  imtil  Mr.  Fairlamb  does  come. 

ifr.  BuBKE.  Judge  Payson  has  not  finished  yet. 

Mr.  Hardwick.  Senator  Faulkner's  secretary  has  heard  that  the 
Senator  is  in  the  building  and  he  has  gone  to  find  out  if  he  has  heard 
anything  more  of  Mr.  Fau-lamb.  It  was  arranged  that  Mr.  Fairlamb 
would  appear  this  mominc,  and  then  it  was  understood  that  the  repre- 
sentatives who  are  in  Wasnington  would  come  on  after  the  representa- 
tives who  have  come  from  a  distance.  Therefore  I  did  not  myself 
come  prepared  to  speak.  I  could  be  prepared  at  any  time  after  this, 
but  Mr.  Fairlamb,  of  the  New  York  Central,  is  such  a  very  important 
witness  that  we  are  desirous  of  having  his  testimony  or  argument,  as 
it  may  be,  precede  that  which  may  be  offered  by  the  others.  If  the 
committee  will  just  wait  a  little  mmute,  I  think  Senator  Faulkner  will 
be  here.     Perhaps  he  may  have  heard  from  Mr.  Fairlamb. 

The  Chairman.  Well,  the  committee,  as  you  have  observed,  has 
been  quite  assiduous  and  soUcitous  to  have  this  hearing  go  on.  We 
have  been  having  sometimes  two  or  three  hearings  a  day,  and  almost 
every  day,  and  we  have  a  good  many  things  before  us.  You  gentle- 
men will  either  have  to  go  on  or  we  will  have  to  conclude  the  hearing. 
We  have  given  you  a  good  deal  of  time,  and  it  seems  to  me  you  might 
have  reciprocated  our  anxiety  to  proceed  by  having  your  people  here. 

Mr.  Hardwick.  We  do  appreciate  that,  Mr.  Chairman,  and  we  are 
very  greatly  obliged.  As  1  say,  I  spoke  personally  to  Mr.  Fairlamb 
the  last  thing  on  leaving  here  the  other  day  and  he  promised  to  be 
here  this  morning.  I  myself  am  simply  a  witness.  I  nave  not  heard 
from  Mr.  Fairlamb,  but  I  presume  Senator  Faulkner  has  heard. 

The  Chairman.  Is  there  any  gentleman  who  wants  to  proceed  this 
mominj^? 

Mr.  Payson.  Under  the  intimation  which  the  Chairman  has  just 
made  I  will  say  that,  out  of  courtesy,  if  any  gentleman  desires  to 
occupy  the  time  I  will  wait.  I  have  been  good-natured  about  this 
business  all  the  way  through,  I  think;  but  feeling,  Mr.  Chairman, 
that  what  I  have  to  say  about  the  subject  is  not  entirely  without 
interest,  I  will  go  on. 

The  Chairman.  Proceed. 

STATEMENT  OF  MB.  LEWIS  E.  PATSON— Continued. 

Mr.  Payson.  Mr.  Chairman  and  gentlemen  of  the  committee,  you 
will  remember,  I  hope,  that  when  I  was  interrupted  the  last  time  I 
had  arrived  at  that  stage  of  the  suggestions  that  I  was  making  where 
I  ventured  to  observe  that  the  firet  great  factor  in  the  question  of 
rate-making  to  be  considered  by  the  rate-making  power  was  the  ques- 
tion of  densitv  of  population.  The  Supreme  Court  in  a  number  of 
cases  has  said  that  density  of  population  was  one  of  the  important 
factors  in  determining  what  a  reasonable  passenger  rate  should  be. 
That  is  expressly  averred  in  Smith  v.  Ames,  in  169  U.  S. 
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Bearing  iipon  that  same  question,  I  read  from  Beale  &  Wyman's 
'*  Railroad  Kate  Regulation/'  which  is  a  standard  authority  on  the 
question  involved  here,  section  459: 

459.  Divigions  in  sparsely  pdpulated  territory. — It  is  clear  that  where  a  division  of  a 
railroad  runs  through  a  sparsely  populated  country,  so  that  the  amount  of  business 
done  upon  it  is  comparatively  small,  and  the  net  earnings  are  therefore  much  below 
the  average  of  the  whole  road,  the  charges  may  be  greater  than  the  charges  on  the 
other  parts  of  the  road.  This  was  discussed  in  the  case  of  Ames  v.  Union  Pacific  Rail- 
way by  Mr.  Justice  Brewer:  "It  is,  however,  urged  by  the  defendants  that,  in  the 
general  tariffs  of  these  companies,  there  is  an  inequality;  that  the  rates  in  Nebraska 
are  higher  than  those  in  adjoining  States,  a^d  that  tbe  reduction  by  House  Roll  33 
simply  establishes  an  equality  between  Nebraska  and  the  other  States  through  which 
the  roads  run.  The  question  is  asked,  Are  not  the  people  of  Nebraska  entitled  to  as 
cheap  rates  as  the  people  of  Iowa?  Of  course,  relatively,  they  are.  That  is,  the  roads 
may  not  discriminate  against  the  people  of  any  one  Stat€,  but  they  are  not  necessarily 
bound  to  give  absolutely  the  same  rates  to  the  people  oif  all  the  States;  for  the  kind 
and  amount  of  business  and  the  cost  thereof  are  factors  which  determine  largely  the 
question  of  rates,  and  those  vary  in  the  several  States.  The  volume  of  business  in  one 
State  may  be  greater  per  mile,  while  the  cost  of  construction  and  of  maintenance  is 
less.  Hence,  to  enforce  the  same  rate  in  both  States  might  result  in  one  in  great 
injustice,  while  in  the  other  it  would  be  only  reasonable  and  fair. 

* '  Comparisons,  therefore,  between  the  rates  of  two  States  are  of  little  value,  unless 
all  the  elements  that  enter  into  the  problem  are  presented.  It  may  be  true,  as  testi- 
fied by  some  of  the  witnesses,  that  the  existing  local  rates  in  Nebraska  are  40  per  cent 
higher  than  similar  rates  in  the  State  of  Iowa.  But  it  is  also  true  that  the  mileage 
earnings  in  Iowa  are  greater  than  in  Nebraska.  In  Iowa  there  are  230  people  to  each 
mile  01  railroad,  while  in  Nebraska  there  are  but  190;  and,  as  a  general  rule,  the  more 
people  there  are  the  more  business  there  is.  Hence  a  mere  difference  between  the 
rates  in  two  States  is  of  comparatively  little  significance.*' 

This  same  line  of  argument  was  pithily  put  by  Mr.  Justice  Canty  in  Steenerson  v. 
Great  Northern  Railway,  when  he  asked:  "Why  should  the  people  of  Minnesota 
and  eastern  Dakota  be  made  to  pay  an  income  on  this  idle  railroad  propjerty  further 
west?"  And  in  Wellman  r.  Chicago  and  Grand  Trunk  Railway  Mr.  Justice  Morse 
said:  "A  classification  according  to  the  amount  of  business  done  per  mile  seems  to  me 
to  be  the  fairest  and  most  reasonable  classification,  if  railroads  are  to  be  classed  at 
all,  in  the  fixing  of  the  maximum  rates." 

In  case  after  case  it  has  been  held  that  density  of  population  cor- 
responds closely  with  density  of  travel. 

Now,  density  of  population  by  square  mile,  by  coniparison,  in  the 
territory  in  which  tne  Union  Pacific  and  the  Southern  Pacific  systems 
are  operated  and  in  the  older  sections  of  the  Union,  is  important,  I 
think,  and  it  may  be  said  to  be  this,  taken  from  the  census  of  1902, 
that  the  average  population  per  souare  mile  in  the  Eastern  and  Middle 
States  is:  In  New  York  160,  Massachusetts  370,  Connecticut  97. 
Rhode  Island  431,  Pennsylvania  147,  New  Jersey  268,  Ohio  105,  ana 
Illinois  91. 

Going  now  to  the  section  of  country  where  my  own  roads  are 
operated,  the  population  per  square  mile  in  1903  in  Kansas  was  18, 
Nebraska  14,  Colorado  5,  Utah  3,  Nevada  4,  California  10,  Idaho  2 

Elus,  Washington  9,  Arizona  1  and  a  fraction.  New  Mexico  2  and  a 
•action,  Texas  12,  and  Louisiana  32. 

That  is  to  say,  Massachusetts  is  33  times  as  dense  as  Texas,  7  times 
more  dense  than  Iowa  and  Michigan,  4  times  more  dense  than  Illinois, 
and  three  times  more  dense  than  Ohio;  and  yet  3  cents  per  mile  is 
allowed  by  law  in  Massachusetts,  as  it  is  in  New  York,  Connecticut, 
New  Jersey,  and  Pennsylvania. 

I  have  a  table  here  showing  the  density  of  population  generally, 
which,  without  taking  up  the  time  to  read,  I  will  ask  leave  to  insert. 
It  is  from  a  pamphlet  that  is  recognized  as  an  authority  everywhere, 
and  I  will  ask  leave  to  insert  it,  digesting  from  it  the  figures  I  have 
given  here : 
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RAILWAYS  AND   POPULATION   IN  THE   SEVERAL   STATES. 

If,  as  has  been  shown,  the  population  density  of  Europe  with  its  potentialities  for 
remunerative  passenfer  traffic  averages  five  and  one-half  times  greater  than  in  the 
United  States  as  a  whole,  the  contrast  as  to  particular  localities  is  emphasized  in  the 
following  table,  showing  the  several  proportions  for  the  individual  States  of  the  Union: 

Density  of  poptUation  and  railway  mileage  per  capita  in  the  United  States. 


Alabama 

Arizona 

Arkansas 

CaUlomU 

Colorado 

Connecticut 

Delaware 

Pistrict  of  Columbia. 

Florida 

Georgia 

Idaho 

lUinois 

Indiana 

Indian  Territory 

Iowa 


Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts... 

Michigan 

Minnesota 

Mississippi 

Missoori. 

Montana 

Nebraska 

Nevada 

New  Hampshire. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina.. 
North  Dakota... 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  CaroUna.. 
South  Dakota... 

Tennessee 

Texas 

UUh 

Yennort 

Virginia 

Washington 

West  ViTKinia... 

Wisconsin 

Wyoming 


Total  A. 


Miles  of  railway. 

Area 

(land), 
square 
miles. 

Popula- 
tion, 1903 
(thou- 

Popula- 
tion per 
square 
mile. 

37 

Railway 

mileage, 

1904. 

Per  100 
square 
miles. 

ao 

Per  10,000 
inhabi- 
tants. 

61,540 

1.923 

4,627 

24.1 

112,920 

133 

1 

1,363 

1.2 

102.4 

53,045 

1,366 

26 

4.061 

7.6 

2a6 

156,980 

1,564 

10 

6,255 

4.0 

4ao 

103,645 

574 

5 

4.959 

4.8 

86.4 

4.M5 

956 

97 

1.017 

21.0 

ia6 

1,960 

189 

96 

301 

15.4 

l&O 

eo 

293 

4,663 

31 

61.6 

1.1 

54.240 

566 

10 

3.534 

6l5 

62.4 

68,  WO 

2.336 

30 

6.197 

ia5 

2a6 

84,290 

183 

2 

1.4(U 

1.7 

70.8 

66.000 

5,117 

91 

11.609 

2a7  , 

22.7 

35,010 

2,614 

73 

6,910 

19.2 

2&4 

31,000 

455 

14 

2.532 

&2  ' 

.S5l6 

55,475 

2,336 

42 

9.854 

17.7    ; 

42.2 

81,700 

1,409 

18 

8.811 

ia8 

59.9 

40,000 

2,230 

56 

3.242 

ai 

14  6 

45,420 

1,460 

32 

3,80(i 

&4 

2ai 

29,895 

702 

23 

1,964 

R6 

28l0 

0,860 

1.231 

125 

1.371 

13.9 

11.1 

8,040 

2.974 

370 

2,118 

2&5 

7.1 

67,430 

2.  .510 

43 

8.582 

14.9 

342 

79,205 

1.857 

2a 

7,741 

9.8  , 

41.7 

46,340 

1,629 

35 

3,456 

7.5 

21.2 

68,735 

3,227 

47 

7,707 

11.  2  1 

23.9 

145.310 

277 

2 

3,260 

2.2  ' 

117.9 

70.840 

1,008 

14 

5,820 

7.6 

53.0 

109,740 

40 

.4 

986 

.9 

246.5 

9,005 

422 

47 

1.275 

14.2 

3a2 

7.525 

2.016 

268 

2.250 

3a0| 

11.2 

122.460 

2ft'> 

2 

2.504 

20  1 

122.1 

47,620 

7,659 

160 

8,297 

17.7 

ia8 

48.580 

1.976 

40 

3.956 

&1  I 

20.0 

70.195 

357 

5 

3.190 

4.6  1 

89.3 

40,760 

4.302 

105 

9,128 

22.4 

21.2 

38,830 

495 

13 

2.611 

&7  1 

52.7 

94,560 

437 

6 

1,736 

1.8 

39.7 

44,985  < 

6,606 

147 

10,933 

24.3 

1&6 

1.093 

454 

431 

211 

2ai  ; 

46 

30,170 

1,397 

46 

3.143 

•     ia4 1 

22.5 

76, 8«) 

443 

6 

3.047 

4.0 

♦i8.8 

41,750 

2,095 

50 

3.480 

&0 

16l1 

262.290 

3,285 

12 

11,823 

4.5 

35.9 

82.190 

295 

3 

1.761 

2.1 

50.7 

0,135 

347 

38 

i.wa 

11.6 

3a6 

40.125 

1,919 

48 

3.828 

9.5 

19.9 

66,880 

581 

9 

3.298 

4.9  ' 

56t7 

24.645 

1.021 

41 

2.765 

11.2, 

27.1 

54,450 

2. 155 

40 

7.043 

12.9  i 

32.7 

97,676 

101 

1 

1,247 

1.3 

12a  4 

2,070,230 

79,900 

27 

212.577 

7.1  1 

26l6 

a  Includes  odd  hundreds  and  decimals. 

And  in  that  connection,  inasmuch  as  it  is  taken  from  authorities, 
this  comparison  of  figures  is  important — a  comparison  of  passenger 
mileage  of  each  mile  of  road  in  1904:  New  England  had  for  each 
mile  of  road  within  its  Hmits  a  passenger  mileage  of  242,363;  the 
Middle  States,  163,107;  the  Southern  portion  of  the  Union,  34,236; 
the  Northwest  Dortion.of  the  Union,  but  not  including  the  extreire 
West,  28,979;  tne  extreme  West  ana  the  Southwest,  covered  bv  the 
systems  which  I  represent  before  you,  had  15,800  passenger  mileage 
travel. 
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Now  the  comparison  between  15,000  and  242,000  gives  the  relative 
difference  between  the  sections  of  country  which  I  represent  and 
that  in  the  extreme  East;  and  the  point,  Mr.  Chairman,  that  I  am 
emphasizing  here  is  that  a  flat  blanket  rate,  no  matter  what  the 
amount  is,  that  is  just  in  the  Eastern  portion  of  the  country,  is 
absolutely  unequal  and  absolutely  unjust,  if  not  ruinous,  to  the 
sections  of  the  country  in  which  the  roads  I  represent  are  operated. 

The  Chairman.  Let  me  ask  you  if  the  comparison  you  have  made 
would  be  valuable  unless  you  also  gave  the  average  length  of  the 
journey? 

Mr.  rAYSON.  Only  as  a  factor,  Mr.  Chairman;  because,  as  I  shall 
attempt  to  demonstrate,  all  these  fibres  have  to  be  taken  into 
account  necessarily,  not  only  as  to  tne  amount  of  travel,  but  in 
connection  with  that,  the  cost  of  operation.  The  rule  and  experience 
is  universal,  that  wherever  there  is  a  large  increase  of  travel  there  is 
an  increase  in  demand  for  additional  faciUties,  additional  trains,  and 
additional  expenses  of  all  kinds;  so  that,  strange  as  it  may  seem,  not- 
withstanding the  travel  may  have  doubled  or  trebled  in  some  sections 
of  the  Union  in  the  last  ten  or  fifteen  years,  the  expenses  of  operation, 
because  of  demands  to  furnish  increased  facilities,  have  substantiaUy 
kept  pace  with  the  increase  of  travel.  But  it  is  only  essential  or  simplv 
essential  as  showing  that  this,  with  other  factors,  must  be  considered.. 

Coming  down  to  the  point  which  I  shall  insist  upon  throughout 
these  observations,  that  it  is  an  act  absolutely  impracticable,  and 
an  act  of  absolute  impossibility,  and  an  act  of  injustice,  to  under- 
take to  treat  the  railroads  of  this  country  as  a  whole  in  fixing  a  reason- 
able maximum  rate  of  fare 

Mr.  Richardson.  Your  argument  is  all  toward  the  propriety  of 
fixing  of  a  flat  rate  for  all  sections  of  the  country  without  regard  to  the 
density  of  traffic  or  population  or  anything  else? 

Mr.  Payson.  Yes;  especially  as  showing,  Mr.  Richardson,  the 
necessity  of  taking  these  matters  into  consideration  in  determining 
what  a  reasonable  rate  may  be. 

Mr.  Richardson.  I  do  not  know  what  the  tendency  of  the  commit- 
tee is  on  that  subject  of  the  flat  rate,  but  I,  as  one  or  the  committee, 
would  like  to  hear  you  discuss,  when  you  present  such  a  strong  view 
from  your  standpomt — I  would  like  you  to  discuss  some  process  or 
method  by  which  a  fair  rate  could  be  applied  to  different  sections. 

Mr.  Payson.  That  will  be  my  pleasure  to  do  at  a  later  stage.  But 
to  refer  to  it  now  would  be  only  anticipating  what  I  shall  elaborate 
later  on. 

Mr.  Kennedy.  A  consideration  of  this  argument  of  density  should 
consider  also  the  relative  number  of  roads  that  supply  the  sections, 
and  the  fact  that  patronage  of  the  people  in  certain  sections  is  divided 
up  among  certain  roads. 

Mr.  Payson.  Yes,  I  give  that.  All  those  factors,  Mr.  Kennedy, 
should  be  considered,  and  I  shall  come  to  them  presently. 

Mr.  TowNSEND.  Is  it  possible  for  you  to  determine  what  the  aver- 
age now  is  for  the  extreme  West  and  Southwest  ? 

Mr.  Payson.  I  have  no  such  figures.  I  am  not  an  operating  man. 
But  I  will  say  for  the  benefit  of  the  committee  that  as  to  undertaking 
to  deal  with  the  proposition  of  averages  and  apportioning  passenger 
traffic  in  its  relation  to  the  freight  traffic  in  order  to  determine  the  net 
earnings  as  to  each,  our  company  quit  in  1892  undertaking  to  do  that, 
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precisely  as  the  Interstate  Commerce  Commission  quit  doing  it,  for 
reasons  that  I  shall  give  you  a  little  later  on.  They  founa  it  was 
practically  an  impossibility  to  act  with  accuracy;  that  the  figures  were 
oftentimes  misleading;  that  nothing  was  so  unreliable  as  the  deter- 
mining of  raUroad  averages  from  the  rates  received,  because  included 
in  the  problem  were  the  matter  of  excursion  rates  and  other  things  of 
that  kind;  and  the  Interstate  Commerce  Commission  have  not  taken  it 
up  since,  and  our  people  have  not  done  it,  and  therefore  I  am  not  pre- 
pared to  give  the  committee  any  figures  from  printed  matter  as  to 
that.  And  I  will  say  that  our  passenger  manager,  Mr.  Fee,  than  whom 
there  is  not  a  more  able  passenger  manager  in  the  Union,  desired  to 
come  from  San  Francisco  before  this  committee  and  give  his  views 
and  figures,  but  I  telegraphed  to  him  that  there  was  no  necessity  of  his 
coming,  because  other  western  roads  would  be  here,  western  roads  as 
well  as  eastern  roads,  and  the  testimony  of  each  man  would  be  only 
cumulative  on  the  propositions  advanced  here.  I  am  not  prepared  to 
give  figures  as  to  tne  average  rate  per  mile 

Mr.  TownseNd.  Are  you  prepared  to  assent  to  the  proposition  that 
a  rate  might  be  so  high  in  any  section  of  the  country  as  to  absolutely 
discourage  earnings — that  it  would  lessen  rather  than  increase  the 
earnings  of  the  road  ? 

Mr.  Payson.  Undoubtedly — undoubtedly.  I  think  that  is  an 
important  su^estion,  because,  undoubtedly,  Mr.  Chairman  and 
gentlemen  of  the  committee,  the  same  rule  applies  to  the  question  of 
passenger  traffic  that  applies  to  a  customs-tariff  system.  There  is  a 
point  known  to  those  aealing  in  economics  as  the  *^ revenue  point," 
and  if  you  get  it  at  that  point  or  about  that  point  you  get  more  money 
out  of  tariff  revenues  than  by  any  other  rate,  but  by  lowering  it  you 
increase  importations  but  get  less  revenue,  and  bv  raising  it  hi^er  you 
do  not  get  so  much  money  because  of  decreasea  importation. 

Undoubtedly  the  railroad  companies  are  actuated  by  motives  of  self- 
interest  in  fixing  their  rates,  so  that  they  can  get  their  utmost  out  of  what 
they  have  by  encouraging  travel,  by  affording  additional  facilities- and 
cheaper  rates  whenever  it  can  be  done.  It  is  perfectly  obvious  in  that 
regard,  Mr.  Chairman,  when  you  stop  to  think  of  the  immense  amount 
of  money  that  is  being  expended  at  this  very  hour  in  giving  additional 
terminal  facilities.  For  what  reason  is  this  immense  depot  being 
erected  here  in  the  city  of  Washington  ?  Purely  for  passenger  traffic. 
The  amount  of  money  expended  on  it  will  aggregate  for  the  railroads 
something  like  six  or  seven  million  dollars,  as  I  understand,  and  not  a 
dollar  of  that  money  so  expended  can  be  attributed  in  any  way,  no 
matter  how  remotely,  to  the  freight  traffic  on  any  of  the  roads  occupy- 
ing this  station.  Six  milUon  dollars  in  round  figures,  say,  will  be 
invested.  Why?  The  people  demand  the  best  accommodations  they 
can  get,  and  the  railroads  feel  it  is  to  their  interest  to  do  it.  While  it 
is  mortgaging  the  future,  and  no  man  can  predict  the  time  when,  out 
of  the  adoitional  earnings  of  the  road,  this  building  will  ever  be  paid 
for,  it  will  be  mortgaged  for  this  generation  and  the  next,  and  they  will 
be  looked  to  to  get  out  of  the  increased  patronage  to  come  the  interest 
there,  to  say  nothing  of  the  principal; yet,  nevertheless,  it  is  provided. 

It  was  said  before  the  committee  the  day  before  yesterday  that  of 
the  immense  amount  of  money  expended  m  terminals  in  New  York 
not  a  dollar  of  that  money  can  be  attributed  to  the  freight  transporta- 
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tion  of  the  Pennsylvania  Railroad  system.  Yet  $100,000,000  is  being 
poured  in  there — to  do  what  1  To  accommodate  the  increased  demands 
of  the  people  for  the  best  accommodations  they  can  get. 

Mr.  Bartlett.  In  making  a  comparison  of  the  density  of  popula- 
tion you  have  only  made  a  comparison  of  the  coimtry  covered  oy  your 
own  lines  as  compared  with  the  others  ? 

Mr.  Payson.  Yes. 

Mr.  Bartlett.  The  other  information  as  to  other  lines  is  accessible  ? 

Mr.  Payson.  It  is.  As  a  corollary  to  what  I  said,  Mr.  Cbainnan,  it 
seems  to  me  perfectly  plain  that  if  a  flat  2  cents  a^mile  rate  is  justified 
on  the  most-ravored  road  in  the  Union,  it  would  be  rank  imustice  to 
impose  it  upon  the  lines  of  road  which  I  represent.  In  no  feature  or 
factor  of  road  making  is  there  any  comparison  of  equality  whatever 
between  the  systems  1  represent  here  and  the  systems  in  New  York 
State  and  the  East.  As  to  the  matter  of  original  cost,  I  hinted  at 
that  the  other  day.  It  is  a  matter  of  common  knowledge.  Take  the 
extreme  West,  say,  for  example,  the  line  to  Portland,  over  the  Central 
Pacific;  and  the  road  from  San  Francisco  to  Los  Angeles.  The 
original  cost  of  construction  is  simply  appalling.  It  is  a  matter  of 
common  knowledge.  Take  the  case  of  the' Central  Pacific  through  the 
Sierras.  The  ^ades  are  enormous.  An  engine  has  to  be  now  at 
each  side  to  assist  in  pulling  the  train  up  each  side.  Long  and  expen- 
sive tunnels  have  been  constructed,  and  the  maintenance  of  snow 
sheds  is  required.  The  cost  more  than  exceeds  the  cost  of  con- 
struction of  some  railroads  in  the  Lower  Mississippi  Valley.  I  do  not 
go  into  details  with  this,  Mr.  Chainnan,  to  burden  the  committee  with 
them,  because  it  is  a  matter  of  common  knowledge,  and  the  knowledge 
of  the  situation  is  exactly  equivalent  to  a  demonstration  by  figures. 
It  could  not  be  made  plainer  to  this  committee  by  figures  than  by  the 
statement  I  make  to  the  committee,  and  as  to  each  statement  it  is  a 
matter  of  common  knowledge. 

The  Chairman.  Before  you  get  through,  Judge,  I  wish  you  would 
give  us  your  opinion  as  to  the  power  of  Congress  to  enact  a  bill  by 
which  a  series  of  zones  could  be  established  and  different  rates 
required  or  exacted  in  those  different  zones. 

Mr.  Payson.  I  can  give  that,  Mr.  Chairman,  in  a  word.  I  am 
bound  to  be,  even  if  I  say  so  of  myself  in  this  presence,  entirely 
frank  with  the  committee  in  what  I  say.  I  do  not  know  whether  the 
other  gentlemen  representing  the  other  systems  will  agree  with  me  on 
this  proposition  or  not — they  have  not  done  so  in  the  past,  and  proba- 
bly will  not  in  the  future,  and  that  is  one  of  the  possibilities  of  the 
future — but  I  have  no  doubt,  and  I  concede  it  as  against  the  corpora- 
tions I  represent,  that  Congress  has  absolute  power  in  that  regard;  as 
absolute  and  unlimited  as  the  Parliament  of  Great  Britain.  It  is  not 
restricted  in  this  matter  of  regulation  as  to  passengers  or  freight  by 
inything  except  one  thing,  one  consideration,  and  that  is  that  what- 
ever rate  you  do  fix  shall  stand  the  test  of  being  a  reasonable  rate  for 
the  service  rendered,  whenever  the  crucial  time  shall  come  to  test  it. 
Up  to  that  time  Congress  can  do  what  it  pleases,  in  my  judgnient;  but 
I  am  here  to  say  that  it  ought  not  to  be  pleased  to  do  anything  that  is 
not  right.  But  fixing  of  zones  is  only  one  way  of  classification,  and  if 
the  conditions  are  substantially  similar  as  to  all  the  roads,  classifica- 
tion in  that  way  may  be  made  by  the  rate-making  power. 
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Mr.  TowNSEND.  Do  you  mean  by  that  that  Congress  could  fix  a 
rate  for  one  road  between  New  York  and  the  Mississippi  Valley  and 
on  another  road,  similarly  situated,  a  different  rate  ? 

Mr.  Payson.  Yes;  I  tnink  Congress  would  have  the  power  in  the 
first  instance  to  do  that,  but  it  would  be  subject  to  the  review  of  the 
courts;  and  then  would  be  determined  what  Congress  ought  to  have 
determined  in  the  first  instance,  whether  the  conditions  of  the  two 
roads  were  such  that  there  should  be  identity  or  similarity  of  action, 
and  if  not,  the  rate  would  be  overturned.  So  far  as  the  question  of 
power  is  concerned,  I  have  no  doubt  about  the  power. 

ilr.  TowNSEND.  I  said  they  were  similarly  situated.  Could  they 
fix  a  different  rate  in  that  case? 

Mr.  Payson.  Yes;  but  subject,  as  I  say,  to  the  right  on  the  part 
of  the  road  ill  favored  or  ill  treated  to  receive  a  reasonable  rate  for 
the  service  which  it  rendered. 

The  Chairman.  And  if  it  was  reasonable,  although  it  created 
ineauaUty? 

Mr.  Payson.  With  some  other  roads,  yes.  Of  course  Congress 
would  have  the  power,  as  I  think. 

Mr.  Kennedy.  And  the  lower  rate  would  actually  prevail  on  both 
roads? 

Mr.  Payson.  Oh,  that  is  another  proposition.  I  am  addressing 
myself  now  to  Mr.  Townsend's  inquiry  as  to  the  question  of  power. 
The  question  of  poUcy  is  a  different  matter. 

3^Ir.  RiCHABDSON.  Suppose  you  take  different  rates  for  different 
sections  and  different  zones  and  different  roads.  How  would  you  get 
rid  of  the  matter  of  joint  traffic  amoi^  or  between  them? 

Mr.  Payson.  I  would  not  do  the  first  thing  you  have  suggested. 
I  am  coming  presently,  at  a  later  stage  of  these  observations,  to  a 
consideration  of  the  impolicy  and  impropriety  of  the  undertaking  on 
the  part  of  Congress  to  fix  these  things,  because  there  is  a  better 
method  of  doing  it,  as  I  shall  point  out  later  on. 

Mr.  Babtlett.  What  do  you  say  as  to  the  power  of  Congress  in 
interstate  matters  to  force  your  road,  for  example,  or  the  rennsyl- 
vania  road,  to  redeem  a  two- thousand  or  one-tnousand  mile  ticltet 
issued  by  another  road  ? 

Mr.  Payson.  In  your  absence  the  last  time  but  one  when  I  had  the 
floor  I  showed,  first,  that  such  a  thing  could  not  be  done,  and  I  gave 
citations  of  decided  cases  in  support  of  that  proposition;  that  you 
can  not  force  contractual  relations  between  one  road  and  another 
road  in  the  absence  of  an  a^eement  between  themselves. 

Mr.  Bartlett.  That  was  in  the  discussion  of  the  statute  of  a  State. 
The  State  has  no  right  to  regulate  interstate  commerce.  That  was 
rather  a  violation  of  the  charter,  and  that  would  require  a  man  to  do 
something  without  due  process  of  law.  I  read  that  case  in  106  Mas- 
sachusetts after  you  referred  to  it.  Just  now  I  did  not  ask  you  about 
the  State  power.  I  asked  you  about  the  power  of  Congress  in  exer- 
cising its  power  under  the  Constitution  to  regulate  interstate  com- 
merce. 

Mr.  Payson*.  I  can  answer  it  in  a  word,  there,  Mr.  Bartlett,  and  my 
answer  is  this:  That  as  to  the  power  of  Congress  over  interstate  com- 
merce, it  is  practically  unlimited,  but  still  subject  only  to  the  limita- 
tion that  the  Constitution  provides.  The  power  of  the  State  over 
the  State  commerce  is  equally  as  broad,  ana  the  State  may  do  with 
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State  commerce  anything  that  Congress  may  do  with  reference  to 
interstate  commerce. 

Mr.  Bartlett.  The  State  would  not  have  the  right  to  impair  the 
obligations  of  that  contract;  but  the  Congress  of  the  Unitea  States, 
irrespective  of  the  fact  that  there  was  guaranteed  in  the  charter 
granted  hj  the  State  the  right  to  make  certain  rates  and  regulations, 
could,  in  its  regulation  of  interstate  commerce,  pass  a  law  which 
would  violate  the  State  charter. 

Mr.  Payson.  What  I  said  the  other  day  is  in  the  record,- and  I  do 
not  think  I  could  improve  upon  it  by  repetition. 

The  Chairman.  Judge,  you  just  said  that  Congress  had  no  power 
to  impose  contractual  relations  upon  railroad  companies.  Do  you 
insist  that  that  doctrine  would  go  to  the  extent  of  denying  the  power 
of  Congress  to  impose  the  duty  of  joint  rate§ — a  joint  rate  between 
connecting  roads  ? 

Mr.  Payson.  Not  at  all,  sir;  because  that  last  proposition  of  yours 
comes  at  once  to  the  proposition  that  what  you  are  suggesting,  Mr. 
Chairman,  is  simply  a  regulation  of  interstate  commerce,  and  when 
the  interstate  commerce  begins — that  is  to  say,  when  any  two  rail- 
roads interchange  traffic  or  accept  freight  upon  one  line,  or  passengers 
upon  one  line,  to  be  transported  by  another  line  upon  through  bills 
or  lading  or  through  tickets — then  they  themselves  establish  such 
a  contractual  relation  that  Congress  may  come  in  and  regulate  it. 
Do  I  make  myself  understood  ? 

The  Chairman.  Yes;  but  suppose  they  have  not  voluntarily  gone 
into  those  relations,  what  then? 

Mr.  Payson.  Then  I  think  Congress  is  absolutely  powerless,  because 
there  is  no  interstate  commerce  in  it,  if  they  have  not  entered  into 
those  relations. 

The  books  lay  down  the  doctrine  that  until  there  is  commerce  to 
be  transported  from  one  State  to  another,  and  it  is  received  for  trans- 

Fortation  from  one  State  to  another,  there  is  no  interstate  commerce, 
take  it  to  be  perfectly  clear  that  an  independent  railroad  company 
in  one  State  and  an  independent  railroad  company  in  another  State 
having  a  union  station,  one  company,  A,  may  refuse  to  take  freight 
from  B  if  it  chooses  to  do  so. 

Mr.  Kennedy.  No;  but  it  can  not. 

Mr.  Payson.  I  am  talking  about  what  the  law  is,  in  the  first  in- 
stance. You  can  not  compel  a  railroad  to  carry  freight  to  be  deUv- 
ered  to  and  be  carried  upon  another  road  if  it  does  not  want  to  do  so. 
The  authorities  are  all  that  way.  But,  Mr.  Chairman,  do  not  let  us 
be  diverted  now  from  the  main  question  here,  because  I  do  not  regard 
for  the  purposes  of  the  argument  I  am  making  any  questions  now 
being  commented  upon  m  tnese  colloquies  as  bearing  upon  these  bills 
at  all. 

Mr.  Adamson.  Your  position  is  that  until  the  railroads  volunta- 
rily enter  into  interstate  commerce,  then,  and  only  then,  Congress  has 
anvthing  to  do  with  it? 

Mr.  Payson.  Yes;  then  Congress  can  deal  with  it,  subject  only  to 
the  proposition  that  property  can  not  be  taken  without  due  process 
of  law  and  that  reasonable  compensation  shall  be  received  for  the 
service  rendered. 

Mr.  Richardson.  What  becomes,  then,  of  that  doctrine  that  the 
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railroad,  being  a  common  carrier,  if  it  refuses,  we  will  say,  to  trans- 
port or  ship  to  another  railroad  certain  property  or  produce,  can 
be  made  to  do  that.by  law? 

Mr.  Payson.  In  the  case  I  am  supposing  it  is  not  a  common  carrier 
outside  the  limits  in  which  it  is  supposed  to  act  or  chartered  to  act. 
Say,  take  the  Chicago  and  Alton  Itailroad — that  is,  the  original  Chi- 
cago and  Alton  Railroad  Company — I  was  connected  with  the  legal 
department  of  that  road,  and  it  comes  to  my  mind  as  an  illustration. 
That  road  is  entirely  in  Illinois.     Suppose  a  shipper  tenders  it  a 

Jackagc  to  be  sliipp>ed  into  Missouri,  its  lines  end  at  East  St.  Louis, 
11.,  and  it  is  only  chartered  to  go  to  East  St.  Louis,  and  you  can  not 
compel  it  to  take  that  parcel  of  freigj^t  beyond  its  own  terminal; 
but  for  the  convenience  of  the  public  it  does  enter  into  an  arrange- 
ment with  some  other  railroad  on  the  other  side  of  the  river  djt 
which  the  freight  can  be  taken  to  St.  Joe,  or  elsewhere  in  Missouri, 
say.  Now,  as  a  common  carrier  its  running  obligations  are  simple  to 
transport  freight  within  the  State  of  Illinois;  but  the  broader  respon- 
sibility comes  whenever  it  undertakes  by  contract  relation  between 
itself  and  some  connecting  line  of  road  to  receive  freight  from  the 

{atrons  in  Illinois  and  convey  it  on  a  bill  of  lading  to  some  point  in 
lissouri.  Then,  when  it  undertakes  that,  it  is  in  interstate  commerce, 
the  broader  responsibility  comes  in,  and  it  subjects  itself  to  the  con- 
trolling power  of  Congress  in  regulation  as  to  Wi:at  its  enlarges  shall  be. 

Mr.  Richardson.  Then  what  becomes  of  this  doctrine  that  a  good 
many  men  adhere  to,  that  by  the  consolidation  of  these  different 
lines  of  railroad  that  have  been  chartered  by  different  States  the  rail- 
roads consent  to  that  sort  of  thing  and  surrender  to  a  great  extent 
their  State  charters  by  the  consolidation? 

lir.  Payson.  Undoubtedly 

Mr.  Richardson.  And  that  by  the  consoHdation  thev  lose  the 
rights  and  privileges  of  simply  confining  the  traffic  to  the  limits  of 
the  State.     What  do  you  thmK  of  that  ? 

ilr.  Payson.  That  does  not  come  up  under  this  bill. 

Mr.  Richardson.  That  appUes  to  the  railroad  refusing  to  ship 
property. 

Mr.  Payson.  The  answer  to  that,  Mr.  Richardson,  ia  that  it  is  not 
a  practical  question,  because  no  railroad  in  the  Union  does  that. 
Every  road  m  the  country — ^from  the  shortest  branch  in  the  interior 
and  in  the  mountains  to  the  largest  road  in  a  thickly  settled  region — 
will  take  a  box  of  freight  consigned  to  anywhere  and  give  a  receipt 
for  it.  The  question  you  raise  is  a  purely  academic  question;  m 
reality  that  question  can  not  arise. 

Mr.  Richardson.  From  your  argument  I  take  it  that  Congress 
does  not  have  authority  to  enforce  contractual  relations  between  two 
.railroads  that  did  not  want  to  do  it,  but  would  sit  down  and  refuse 
to  do  it,  and  the  intimation  was  that  doing  that  would  obstruct  the 
enforcement  of  the  law. 

Mr.  Payson.  I  say,  broadly,  Mr.  Richardson,  that  the  proposition 
is  to  compel  one  railroad  to  accept  the  tickets  of  another  now,  when 
their  roaas  are  not  or  may  not  be  connected  in  interstate  commerce. 
That  is  the  precise  question. 

As  I  was  saying,  as  to  the  roads  I  represent  here,  in  no  feature  or 
factor  of  rate  maBng  is  there  any  point  of  equality  with  the  different 
BPF— 07 9 
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systems  in  the  East.  I  have  already  adverted  to  the  cost  of  con- 
struction. The  cost  of  maintenance  is  another  thing  that  must  be 
taken  into  account  and  borne  in  mind  in  discussing  tnese  questions; 
and  the  cost  of  maintenance  of  the  Central  Pacific  road,  considering 
its  enormous  tunnel  supervision  and  the  snow  sheds  which  it  i^ 
required  to  maintain,  together  with  the  remoteness  of  its  section 
men  and  the  points  from  which  they  have  to  be  gathered — I  say  in 
the  consideration  of  this  question  the  expense  of  that  road,  for 
example,  is  immensely  in  excess  of  the  expense  of  some  of  the  eastern 
roads. 

Then  another  thhig:  Tliere  is  a  large  number  of  branch  lines,  as  I 
illustrated  by  this  little  colored  folder  here  the  other  day.  It  makes 
a  great  difference,  Mr.  Chairman,  if  you  have,  on  the  one  hand,  a 
system  such  as  the  main  system  between  here  and  New  York,  or 
between  New  York  and  New  Haven,  and  then,  on  the  other  hand, 
a  lot  of  branch  lines  like  these  in  this  folder,  some  of  them  being 
only  10  miles  in  length  and  each  requiring  independent  operation. 
All  these  things  should  be  taken  into  account,  and  if  there  is  no 
similarity  in  conditions  there  should  be  no  similarity  in  charees. 

Wherever  the  population  is  sparse  the  trains  are  necessarily  lijght, 
though  they  are  run  at  practically  the  same  expense  of  moving.  That 
is  to  say,  using  the  illustration  that  I  made  here  the  other  dav,  which 
was  somewhat  graphic,  and  yet  not  at  all  unusual,  of  the  little  line  of 
railroad  from  Maricopa  to  Phoenix;  it  costs  our  company  just  as 
much  to  run  that  train  with  2  paying  passengers  and  1  deadhead  as  it 
would  cost  it  to  have  hauled  50  people.  The  difference  in  the 
expense  of  hauling  would  not  have  amounted  to  a  dollar;  it  would 
have  been  absolutely  inappreciable.  The  same  conductor  would  have 
performed  his  duties  precisely  the  same.  The  1  brakeman  would  have 
answered  just  as  well  for  50  as  for  2  paying  passengers.  Yet  that  is 
the  experience  all  over  that  country.  Sparsely  settled  as  it  is,  the 
number  of  passengers  per  train  is  necessarily  very  light.  I  do  not 
include  in  tnese  tables  here,  Mr.  Chairman,  although  1  have  them  in 
my  hand,  the  number  of  passengers  per  train  in  the  East  and  in  the 
Southwest  and  West  of  the  roads  spoKen  of  previously  by  the  gentle- 
men representing  the  Denver  and  Kio  Grande,  the  Santa  Fe,  and  the 
Louisville  and  Nashville;  but  it  makes  a  great  deal  of  difference. 

The  Chairman.  You  say  that  table  was  put  in  the  record? 

Mr.  Payson.  Yes,  sir;  it  was  put  in  by  some  gentleman  who  pre- 
ceded me.  But  I  will  insert  tliis  if  you  wish,  this  table  showing  the 
number  of  passengers  per  train  in  diflferent  sections  of  the  country.  It 
shows  that  in  some  sections  the  average  number  of  persons  per  train 
runs  up  to  70.     I  will  insert  that  table. 

The  Chairman.  What  are  they  in  the  system  which  you  represent? 

Mr.  Payson.  The  average  number  of  passengers  per  train  is  about  7. 

Mr.  Ryan.  That  includes  excursions? 

Mr.  Payson.  I  take  it  so.  I  have  not  analyzed  the  figures  to  that 
extent,  but  I  assume  that  it  includes  excursion  as  well  as  other 
trains. 

Now,  Mr.  Chairman,  these  bills  propose  a  blanket  rate  of  2  cents  a 
mile.  There  is  not  a  State,  except  Omo,  where  such  a  rate  is  fixed  by 
law.  Ohio  is  exceptionally  situated,  by  uniformitv  of  conditions,  for 
uniformity  of  rates.     The  whole  State  is  dotted  over,  fairly  and 
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evenly,  with  good  terminals.  In  Ohio  there  is  an  average  of  105  peo- 
ple per  square  mile;  22.4  miles  of  railroad  for  every  100  square  miles  of 
area;  a  population  of  about  4,500,000. 

Now,  whether  or  not  that  rate  is  going  to  be  fairly  remunerative  in 
Ohio  is  a  fairly  open  question.  I  have  asked  some  people  connected 
with  the  management  of  railroads  in  Ohio  as  to  how  it  is  going  to  work. 

Now,  returning  to  the  State  of  Ohio,  of  course  it  is  a  matter  of 
railroad  history  that  the  attempt  on  the  part  of  the  legislature  of 
Ohio  to  make  a  flat  rate  was  the  act  passed  in  April,  1906,  the  attempt 
maj  be  siid  to  have  been  experimental.  Or  course  the  railroads 
resisted  it,  and  all  sorts  of  showmgs  were  made.  The  railroad  people 
said  it  would  be  largely  injurious  and  would  reduce  their  earnings 
below  operating  expenses,  and  prove  seriously  injurious  to  their  rau- 
ro;*ds  ir  that  proposition  should  become  a  l.w  end  be  enforced. 
How  it  is  going  to  operate  no  one  knows  yet,  but  they  say  to  me  that 
this  is  a  good  year  or  good  season,  in  which  there. is  imexampled 
prosperity  on  railroads.  It  will  take  a  year  or  two  of  experience  imder 
the  law  to  determine  whether  thev  can  Uve  under  it  or  not. 

But  Ohio  is  the  only  State  in  the  Union  that  has  tried  that  experi- 
ment, and  as  I  have  mdicated  here  in  a  brief  way,  it  is  one  of  tnose 
things  where,  as  to  State  traffic,  possibly  the  similarity  of  conditions 
over  the  State  may  be  such  fcs  to  justify  placing  the  same  blanket 
rate  over  the  State  ts  to  State  trc.ffic.  I  am  not  personally  acquainted 
with  the  sitULction  near  the  Oliio  River,  but  with  the  State  farther 
north  I  am  pretty  well  acquainted,  and  I  repeat  the  State  is  singularly 
well  fitted  as  to  the  trying  of  such  a  blanket  rate.  It  may  not  be 
especially  hard  even  upon  the  poorer  roads  in  that  locality.  But, 
Mr.  Chairman,  I  repeat  that  Ohio  is  the  only  State  where  that  experi- 
ment has  been  attempted. 

Where  the  people  in  the  diflFerent  States  have  t  iken  up  the  question 
and  fixed  maximum  rates  of  transportation,  these  are  the  figures, 
taking  the  States  alphabeticallj,  Mr.  Chairman :  The  rate  in  Alabama, 
fixed  by  the  railroad  commission,  is  3  cents  a  mile;  in  Arkans.is  it  is 
3  cents  a  mile  by  act  of  the  legislature;  in  the  State  of  California  the 
rates  as  fixed  by  the  State  commission  run  from  3  to  10  cents  per  mile. 
The  commission  under  the  laws  of  California  have  the  right  to  vary 
the  rates,  in  their  judgment,  as  they  deem  appropriate.  On  some  of 
our  roads  they  authorize  us,  on  some  branches  in  the  mountains,  to 
charge  as  high  as  10  cents  a  mUe.  There  are  some  independent  lines 
there  that  charge  as  high  as  10  cents.  But  these  rates  are  fixed  and 
are  constantly  revised  by  the  State  commission  of  CiUfomia  as  a 
change  of  conditions  shall  justify  a  change  in  rates.  It  his  some- 
times happened,  as  the  reports  of  the  Railroad  commission  of  Cali- 
fornia will  show,  that  they  have  raised  the  rates,  and  allowed  the 
companies  to  raise  the  rates,  when  it  was  apparent  that  the  rates  fixed 
theretofore  were  too  low. 

Mr.  Baktlett.  How  about  Arkansas  ^ 

Mr.  Payson.  There  the  rate  is  3  cents. 

Mr.  Bartlett.  Wasn't  there  a  road  from  Malvern  Hill  to  Hot 
Springs  where  thev  charged  10  cents? 

Mr.  Patson.  I  ao  not  know.  The  figures  here  were  furnished  by 
the  statistician  of  the  Interstate  Commerce  Commission.  These 
figures  which  I  read  now,  as  illustrating  what  the  commissions  do, 
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1  have  abstracted  myself  from  the  reports  of  the  California  State 
railroad  commission. 

On  May  7,  1903,  on  the  Central  Pacific,  the  board  allowed  a  higher 
rate  than  that  which  was  being  collected  on  the  main  line  upon  these 
branches — ^from  Sacramento  to  PlacervUle,  59  miles;  from  Berendo 
to  Raymond,  21  miles;  from  Fresno  to  Portersville,  69  miles;  from 
Brooks  to  Valley  Spring,  40  miles ;  from  Stockton  to  Milton,  20  miles, 
and  on  one  other  oranch,  11  miles.  The  rates  were  specially  fixed 
on  each  different  branch  of  the  Central  Pacific  system;  one  of  7  cents, 
another  8  cents,  another  4  cents,  another  6i  cents,  another  2  cents  a 
mile.  I  had  forgotten  for  the  moment  that  we  had  any  as  liigh  as  10 
cents,  but  on  the  Nevada  County  Railroad  system,  only  22  miles  in 
length,  in  northern  California,  the  rate  is  10  cents.  Then  from 
Visalia  to  Tulare,  1 1  miles,  the  rate  is  5  cents,  and  from  San  Diego  to 
Cuyamaca — an  unpronounceable  name — 26  miles,  the  rate  is  7  cents, 
and  from  Visalia  to  Yreka,  8  miles,  the  rate  is  8  cents.  This  is  the 
action  of  the  State  railroad  commission  of  California. 

Now,  reverting  again  to  the  action  of  the  Illinois  State  Commission. 
There  the  true  system  has  been  adopted.  In  Illinois  the  proper  rate 
of  fare  and  how  to  determine  it  haa  been  a  matter  of  discussion  for 
many  years.  The  question  of  railroad  rates  had  been  constantly 
discussed,  and  it  perhaps  had  its  origin  in  the  fact  that  the  Illinois 
Central,  which  was  one  of  the  pioneer  roads  in  Illinois,  was  constructed 
largely  with  the  aid  of  a  liberal  grant  of  land  from  Congress.  It  ran 
the  entire  length  of  the  State  of  Illinois,  from  Dunleith  to  Cairo,  with 
a  branch  from  Centralia  to  Chicago.  It  got  this  great  grant  of  land 
from  Congress  in  aid  of  its  construction.  It  was  a  road  that  was 
built  at  a  fairly  cheap  rate  for  its  day. 

To  give  a  little  more  fully  the  history  of  its  inception  I  will  say  that 
there  was  a  provision  in  the  State  charter  that  it  should  pav  7  per 
cent  of  its  gross  earnings  to  the  State,  but  on  account  of  tne  land 
grants  and  the  comparatively  inexpensive  character  of  its  construc- 
tion it  was  a  question  every  year  whether  the  railroad  was  not  charg- 
ing too  much,  whether  its  rates  were  not  too  high,  and  it  was  a  matter 
of  discussion  for  years.  Necessarily  the  subject  was  discussed  from 
every  possible  standpoint,  and  it  resulted  in  the  State  providing  for 
the  creation  of  a  railroad  commission,  and  that  commission  pro- 
ceeded to  make  a  classification  of  the  roads.  That  classification  I 
hold  in  my  hand,  and  I  need  not  stop  to  read  it  at  length,  but  it  gives 
the  different  lines  of  road,  and  in  passing  it  is  enough  to  say  that  the 
commission  in  its  wisdom  took  all  the  roads  in  the  State  of  Illinois 
and  divided  them  into  five  different  groups. 

For  the  first  group  they  allowed  a  charge  of  3  cents  a  mile;  for  the 
second  group,  2i  cents;  for  the  third,  three  and  one-fourth,  four,  3 J, 
4,  and  5  cents.  The  second  group,  at  2i  cents  a  mile,  was  the  Lake 
Snore,  the  Michigan  Central  and  tne  Pennsylvania;  and  you  all  know, 
of  course,  that  they  run  a  comparatively  short  distance  in  the  State 
of  Illinois,  and  their  immense  passenger  traffic  is  made  up  from  the 
fact  that  they  are  through  lines  from  the  West  to  the  East.  But 
these  particular  lines  within  the  limits  of  Illinois  were  restricted  to 

2  J  cents  a  mile.  The  first  group,  as  I  say,  was  allowed  3  cents  a 
mile,  and  it  includes  the  Chicago  and  Alton;  the  Chicago,  Burling- 
ton and  Ouincy;  the  Chicago  and  Northwestern;  the  Chicago,  Rock 
Island  and  Pacific;  the  Illinois  Central;  the  Indiana,  Bloomington 
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and  Western;  the  Indianapolis  and  St.  Louis;  the  Ohio  and  Missis- 
sippi; the  Pittsburg,  Cincinnati  and  St.  Louis;  the   Wabash,   and 
then  running  on  down  to  some  of  the  little  coal  roads. 
This  is  the  classification  and  rates. 

(From  the  Report  of  the  lUinolB  Railroad  and  Warehouse  Commisaion,  year  ending  NovemlK'r  90, 

1879,  pp.  V,  vi,  vU.] 

SCHEDULE   OF  REASONABLE   MAXIMUM   KATES. 

An  analysis  of  the  returns  shows  an  existing  necessity  for  a  revision  of  several  of  the 
schedules  of  reasonable  maximum  freight  and  passenger  rates,  prepared  for  the  seversd 
railroad  coqKirations  of  Illinois  under  tne  act  of  1873  to  prevent  rauroad  extortions  and 
unjust  discriminations. 

The  schedules  were  prepared  in  1874,  since  which  time  very  material  changes  in 
the  railroad  business  of  the  State  have  taken  place. 

In  the  preparation  of  the  schedules  the  commissioners  grouped  the  railroads  into 
five  groups.  Into  the  first  group,  which  may  be  called  the  standard  group,  were 
plac^  all  the  railroads  doing  about  the  same  amount  of  business  at  about  the  same 
expense  of  operation,  as  follows  (using  the  present  names  of  the  companies): 

First  group. — Chicago  and  Alton;  Chicago,  Burlington  and  Quincy;  Chicago  and 
Northwestem;  Chicago,  Rock  Island  and  Pacific;  Illinois  Central;  Indiana,  Bloom- 
iDgton  and  Western;  Indianapolis  and  St.  Louis;  Ohio  and  Mississippi;  Pittsburg, 
Cincinnati  and  St.  Louis;  Wabash. 

Into  tlie  second  group  were  placed  all  the  roads  doing  a  greater  business  than  the 
roads  of  the  standara  group,  as  follows: 

Seccmd  group. — Lake  Shore  and  Michigan  Southern;  Michigan  Central;  Pittsburg, 
Fort  Wayne  and  Chicago. 

The  remaining  roads  were  grouped  according  to  the  business  being  done  by  them 
at  that  time  and  the  expenses  they  were  necessarily  at  in  doing  such  business,  as 
follows  (using  the  present  names  of  the  companies): 

Tkird  group. — Cnicago  and  Eastern  Illinois;  Illinois  and  St.  Louis;  St.  Louis,  Alton 
and  Terre  Haute;  Toledo,  Peoria  and  Warsaw;  Western  Union. 

Fourth  group. — Peoria,  Pekin  and  Jacksonville;  Rock  Island  and  Peoria;  St.  Louis, 
Rock  Island  and  Chicago. 

Fifth  group. — Oilman,  Clinton  and  Springfield  (now  operated  by  Illinois  Central); 
Chicaco  and  Iowa;  Hannibal  and  Naples  (now  operated  by  Wabash);  Peoria,  Decatur 
and  Evansville  (formerly  Pekin,  Lincoln  and  Decatur,  and  Decatur,  Mattoun  and 
Southern),  St.  liouis  and  Southeastern;  Cairo  and  Vincennes. 

Since  the  above  grouping  was  done,  the  following-named  roads  have  been  put  into 
the  fifth  group: 

Additions  to  fifth  group. — Baltimore  and  Ohio  and  Chicago;  Cairo  and  St.  Louis; 
Carbondale  and  Shawneetown;  Chicago,  Milwaukee  and  St.  Paul;  Chicago  and  Pacific: 
Chicago  and  Paducah;  Chicago,  Pekm  and  Southwestern;  Cincinnati,  I^afayette  ana 
Chicago;  East  St.  Louis  and  Carondelet;  Evansville,  Terre  Haute  and  Chicago;  Galena 
and  Wisconsin:  Grand  Tower  Mining,  Manufacturing  and  Transportation  (Grand 
Tower  and  Carbondale);  Havana,  Rantoul  and  Eastern;  Illinois  ana  Midland;  India- 
napolis, Decatur  and  Springfield;  Lafayette,  Bloomington  and  Mississippi;  Louisville, 
New  Albany  and  St.  Louis;  Danville  and  Southwestern  (formerly  Paris  and  Danville): 
Rock  Island  and  Mercer  County;  St.  Ix)uis,  Vandalia  and  Terre  Haute;  St.  Ijouis  and 
Southeastern;  Springfield  and  Northwestem;  Sycamore  and  Cortland;  Wabash, 
Chester  and  Western;  Belleville  and  Eldoraclo;  Danville.  Olney  and  Ohio  River; 
Grayville  and  Mattoon;  Moline  and  Southeastern;  Mineral  Point;  Jacksonville  South- 
eastern ^formerly  Jacksonville,  Northwestem  and  Poutheastem). 

On  this  grouping,  rates  were  established  as  follows: 

Passevaer  rates  per  wile. 


I  ovi^fio  12yeara 

On  roads  in—                                     '  "ITo^  and      ,  Fare  paid  on  cars. 

y^a"-  under,    i 

Cents.  Cents,    [  , ,,  , 

Firateronp '            3  U  10 cents  In  addition. 

Second  group  a 24  11  Do. 

Thiidgroup 3|  If  Do. 

FoartDRToup 3i  1|  Do. 

Fifth  group 4  2  Do. 


0  Lake  Shore,  Michigan  Central,  and  Peoria  and  Rock  Railroad. 
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Mr.  EscH.  Is  that  schedule  now  operative? 

Mr.  Payson.  It  is  now  operative.  It  has  not  been  changed  for 
many,  many  years. 

Mr.  Kennedy.  Do  you  know  how  they  reached  such  a  conclusion? 
Did  they  take  into  consideration  the  ^ross  earnings  per  mile  of  road  ? 

Mr.  Payson.  They  took  into  consideration  all  the  factors — the 
cost  of  construction,  cost  of  operation,  mileage  run,  traflBc  and  traffic 
conditions,  the  amount  of  its  bonded  debt,  and  all  that  sort  of  thine. 
I  may  say,  as  to  the  amount  of  debt  and  stock  and  bonds  outstand- 
ing, tnere  has  never  been  any  claim,  so  far  as  I  know,  of  the  watering 
of  the  stock  of  those  roads  m  Illinois.  They  were  built  as  business 
enterprises,  and  very  few  of  them  were  ever  engaged  in  kiting  opera- 
tions in  one  way  or  another. 

I  mi^ht  perhaps  insert  here,  if  it  were  desired,  a  statement  con- 
tained m  the  report  I  have  here  of  the  annual  convention  of  the 
railroad  commissioners,  where  they  enlarged  upon  that  subject 
before  the  Interstate  Commerce  Commission  in  1883.  The  result 
of  all  that  was  that,  appreciating  at  once,  Mr.  Chairman,  the  injustice 
and  impropriety  of  attempting  to  fix  a  blanket  rate  on  all  these  dif- 
ferent roads,  they  divided  them  into  five  different  classes. 

The  railroads  have  been  satisfied,  and  the  people  have  been  sat- 
isfied, and  there  have  been,  so  far  as  I  know,  no  criticisms  upon  the 
action  of  the  board  of  railroad  commissioners  in  Illinois,  either  as 
to  the  method  of  fixing  the  rates  or  the  reasonable  character  of 
those  rates.  I  have  never  heard  any  observations  from  Mr.  Mann, 
the  energetic  Member  from  Illinois,  as  to  the  action  of  the  com- 
mission m  that  State,  although  in  more  than  one  instance  in  this 
discussion  it  has  been  adverted  to. 

The  Chairman.  Let  me  ask  you  if  at  that  time  the  classification 
of  these  rates  met  with  your  approval? 

Mr.  Payson.  I  can  only  speak  of  the  road  with  which  I  was  con- 
nected. I  was  connected  with  the  Chicago  and  Alton  Railroad, 
and  it  did  meet  with  our  approval.  The  Chicago  and  Alton  Rail- 
road has  had  a  unique  expenence.  There  never  was  a  time  when 
it  did  not  pay  a  dividend  on  its  common  stock.  At  the  head  of  it 
were  Mr.  T.  B.  Blackstone  and  a  lot  of  Boston  capitalists.  It  was 
capitalized  at  exactly  the  cost  of  building.  The  money  put  into  it 
was  put  in  as  an  investment  by  the  capitalists  who  biiilt  it,  and  it 
was  run  as  a  business  enterprise,  without  regard  to  the  stock  market 
or  outside  influences' of  any  kind,  and  there  never  was  a  year  from 
that  time  down  to  the  time  when  I  severed  my  connection  with  it — 
and  that  was  when  I  came  to  Congress  in  1880,  and  I  have  read  ac- 
counts of  it  since,  keeping  in  touch  with  Illinois  affairs,  and  I  hope 
to  do  so  as  long  as  I  may  live — and  there  never  was  a  year  when 
it  did  not  have  a  successful  operation. 

Its  geographical  situation  was  such  that  it  commanded  success. 
It  is  a  railroad  well  constructed,  without  any  extraordinary  expenses 
connected  with  it,  connecting  the  two  cities  of  Chicago  and  St.  Louis, 
running  through  the  garden  spot  of  all  the  world — for  there  is  no 
better  countrj-  agriculturally  in  the  world  than  that  country  through 
which  the  Cliicago  and  Alton  runs,  from  Joliet  t-o  East  St.  Louis; 
and  it  has  often  paid  as  high  as  8i  per  cent.  When  the  matter  came 
before  the  railroad  commission  our  people  were  perfectly  content  with 
it  and  accepted  it,  and  have  been  so  ever  since. 
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The  Chairman.  What  year  was  that? 

Mr.  Payson.  This  report  was  in  1879.  I  should  say  that  action 
of  the  Commission  was  two  or  three  years  before  that. 

The  Chairman.  What  changes  in  the  density  of  population  have 
occurred  since  that  itme  ? 

Mr.  Payson.  Very  large  changes,  particularly  in  central  and 
southern  Illinois,  fiut,  mr.  Chairman,  the  reports  of  the  railroad 
comimssion  will  show,  and  I  have  here  the  report  of  Mr.  James 
Charlton,  the  general  passenger  agent  and  ticket  agent  of  the  Chi- 
cago and  Alton  Railroad  Company,  treating  that  very  question, 
wherein  he  demonstrates  that  the  increase  in  the  density  of  the 
population  has  required  on  the  part  of  the  railway  company,  for  the 
convenience  of  the  public,  an  increase  in  the  number  of  trains,  an 
increase  in  its  conveniences,  an  increase  in  the  number  and  character 
of  its  station  buildings,  ana  so  on,  so  that  the  net  returns  of  its  ope- 
rating expenses  from  its  passenger  service  are  no  greater  in  the  way 
of  net  results  from  which  dividends  could  be  derived  than  they  were 
when  the  country  was  more  sparsely  settled.  The  road  was  a  divi- 
dend earner  from  the  start. 

He  goes  on  to  show  there  that  not  only  do  they  require  more 
expensive  station  houses  and  all  that  sort  of  thing,  but  a  heavier 
class  of  rails,  better  trains,  and  more  of  them.  One  illustration  he 
makes  is  that  whereas  the  average  cost  per  passenger  car  when  the 
road  commenced  operations  was  $3,000,  now  they  run  as  high  as 
$8,000  and  $10,000;  and  that  while  the  cost  of  passenger  engines 
was  formerly  but  a  few  thousand  dollars,  now  it  runs  up  to  $10,000 
and  $15,000.  It  costs  more  money  to  get  them  and  operate  them, 
and  the  wear  and  tear  upon  the  right  of  wa^^  is  greater,  and  heavier 
rails  have  to  be  used,  because  in  the  operation  of  a  heavy  passenger 
traffic,  to  insure  the  safety  and  security  of  the  passengers  upon  the 
trains,  a  better  rail  is  required  than  in  the  ordinary  freight  traffic. 

All  those  things  have  to  be  taken  into  account,  and  all  are  acceded 
to,  and  it  seems  to  me,  Mr.  Chairman,  while  the  expenses  and  everv- 
thing  connected  with  the  operating  departments  of  all  these  roads, 
and  particularly  the  Chicago  and  Alton,  have  increased  very  largely, 
the  local  rate  per  mile  per  passenger  for  a  ticket  has  been  constantly 
diminished. 

The  Chairman.  Does  the  ratio  of  cost  to  the  volume  of  business 
increase  with  the  density  of  population  ? 

Mr.  Payson.  I  did  not  catch  that. 

The  Chairman.  I  say,  does  the  ratio  of  cost  or  volume  of  business 
increase  with  the  density? 

Mr.  Payson.  The  figures  show  that  that  is  practically  the  result 
all  over  the  Union,  as  1  learn  from  practical  railroad  men. 

The  Chairman.  If  that  were  true,  then  it  would  be  fair  to  establish 
the  same  rate  in  the  sparsely-settled  country  as  in  the  densely-pop- 
ulated country,  would  it  not? 

Mr.  Payson.  Not  at  all,  because  the  rate  to  be  established  must  be 
in  the  first  instance  a  reasonable  rate,  and  what  might  pay  a  railroad 
in  the  first  instance  as  a  fair  and  reasonable  rate,  without  any  regard 
to  density  of  population  as  a  factor  from  which  the  travel  might  be 
expected  to  be  drawn.  In  the  first  instance  the  question  is,  What  is  a 
reasonable  rate  for  the  service  to  be  rendered? 
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Mr.  Adamson.  Did  you  mean  to  sav  it  would  increase  or  decrease 
the  ratio  of  expense  or  cost  to  the  volume  of  business? 

Mr.  Payson.  The  more  business  there  is,  the  more  it  is  done  with 
modem  methods,  the  more  money  it  costs  to  do  it. 

Mr.  Gaines.  Don't  you  mean  that  the  cost  increases  with  the 
density  of  population?     You  have  said  the  ratio. 

Mr.  Payson.  No;  I  mean  the  cost  of  doing  the  business  increases. 

Mr.  Adamson.  I  thought  you  misunderstood  it.  That  is  the  rea- 
son I  interrupted  you. 

Mr.  Payson.  Yes. 

Mr.  EscH.  Has  not  the  ratio  of  cost  of  operation  to  the  gross  earn- 
ings hovered  around  64  per  cent  for  quite  a  number  of  years? 

Mr.  Payson.  That  depends  on  different  roads. 

Mr.  EscH.  I  mean  the  average. 

Mr.  Payson.  I  could  not  say  as  to  that.  My  attention  has  only 
been  called  to  some  specific  cases.  I  have  seen  the  statement  uiAae 
that  the  passenger  earnings  of  the  New  Haven  and  Hartford  road 
approach  perhaps  50  per  cent  of  its  entire  revenue.  I  was  surprised 
on  hearing  it.  It  has  been  stated  on  many  occasions  that  it  is  18  per 
cent  on  some  of  our  roads  West. 

Mr.  Kennedy.  The  gross  earnings  of  that  road  are  $25,694  per  mile 
of  track.  The  passenger  earnings  are  $12,246.  That  is  practically 
50  per  cent. 

Mr.  Payson.  Yes.     That  is  what  I  said;  practically  50  per  cent. 

The  Chairman.  The  hour  of  adjournment  has  amved 

Mr.  Payson.  Do  we  go  on  to-morrow  at  10.30,  Mr.  Chairman? 

The  Chairman.  We  have  a  special  order,  set  sometime  ago,  for 
to-morrow  morning.  The  comn  ittee  will  have  to  determine  as  to 
that. 

Mr.  Payson.  I  do  not  insist  that  we  be  permitted  to  go  on  contin- 
uously. Whatever  is  the  convenience  of  the  comn  ittee  is  my  con- 
venience, but  if  the  comn  ittee  should  deteniine  that  we  could  not 
come  here  to-irorrow  it  would  save  us  a  day,  if  you  have  some  other 
business  that  has  to  be  transacted. 

Mr.  Townsend.  The  hearing  on  the  arbitration  bill  will  consume 
to-morrow's  session.  I  have  notified  son  e  of  the  people  to  be  here. 
I  have  heard  from  a  o^reat  n  any  of  them. 

The  Chairman,  fl  it  is  your  pleasure,  then,  gentlemen,  I  will 
announce  that  the  present  hearing  will  not  be  continued  to-morrow. 
If  there  is  no  objection,  this  hearing  will  be  interrupted  until  Thursday, 
when  it  will  be  continued  again. 

Thereupon,  at  12  o'clock,  noon,  the  committee  adjourned. 


Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Wa^hingtarij  D.  C,  Thursday,  January  17,  1907, 

The  committee  met  this  day  at  10.30  o^ clock  a.  m.,  Hon.  William 
P.  Hepburn  in  the  chair. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Hilary  A.  Herbert.  Mr.  Ryan,  of  the  Seaboard,  the  traffic 
manager,  is  present,  and  would  like  to  be  heard  if  you  can  take  him  up 
now. 

The  Chairman.  Very  well.     Mr.  Ryan,  you  may  proceed. 
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STATEMENT  OF  MB.  C.  B.  BYAN,  GENEBAL   FASSENOEB  AQENT, 
SEABOABD  AIB   LINE. 

Mr.  Ryan.  Mr.  Chaiiman  and  gentlemen  of  the  committee:  If  I  am 
light  in  assuming  that  a  reduction  of  passenger  fares  is  contem- 
p&ted  because  of  the  known  immense  increase  m  traffic,  I  think,  in 
my  humble  opinion,  that  an  error  has  been  made,  because  it  has  not 
taken  into  consideration  the  immense  increase  in  the  cost  of  operating 
railroads. 

While  it  is  true  that  traffic  has  increased  in  great  proportion,  it 
is  at  the  same  time  also  true  that  the  cost  of  operation  has  grown  so 
enormously  that,  instead  of  great  gains  being  made  in  net  eamingS| 
our  conipany  at  least  has  shown  a  decrease  in  the  net  result,  due 
principally  to  the  increase  in  cost  of  labor  and  fuel,  although  there 
nas  been  also  an  increase  in  the  cost  of  everything  that  enters  into 
our  operating  expenses.  This  increase  has  been  brought  about, 
first,  by  the  heavy  advance  in  the  wages  of  labor,  and,  second,  by  the 
heavv  advance  in  the  cost  of  coal;  although,  as  I  say,  every  "item 
which  goes  into  the  operation  of  a  railroad  has  increased. 

The  Chairman.  Mr.  Ryan,  do  you  prefer  that  questions  should  be 
put  to  you  as  you  proceed,  or  would  you  rather  go  on  until  you  get 
through  and  then  have  questions  asked  of  you  ? 

Mr.  Ryan.  I  am  here  subject  to  your  pleasure  and  convenience. 

The  Chairman.  If  it  suits  vou  just  as  well,  I  will  ask  you  a  question 
now,  but  not  unless  you  prefer  it  this  way. 

Mr.  Ryan.  Whichever  you  prefer. 

The  Chairman.  What  has  been  the  increase  in  wages  in  the  last 
ten  vears  ? 

Mr.  Ryan.  I  can  not  give  the  increase  in  the  last  ten  years.  In 
fact  the  Seaboard  Air  Line  Railroad  system  is  not  that  old.  It  is  not 
tenvears  old. 

The  Chairman.  When  you  spoke  of  tl  e  increase,  from  what  date 
had  you  the  increase  in  mind? 

Mr.  Ryan.  I  had  in  mind  particularly  the  last  pay  rolls,  because 
the  increase  has  been  especialh'  great  wit  i  us  in  recent  montl^s.  The 
increase  of  our  pay  roll  in  the  month  of  August  and  the  increase  of 
our  fuel  account  and  other  items  in  tl  e  month  of  August  amounted  to 
somet-ing  over  $200,000. 

The  Chairman.  From  the  increase  incident  to  the  enlargement  of 
the  road,  or  from  an  increase  of  consumption  or  an  increase  of  prices  ? 

Mr.  Ryan.  Xo;  the  increase  is  largely  in  the  mcrease  in  wages  we 
have  to  pay.  For  instance,  in  our  construction,  as  short  a  time  ago 
as  four  years  ago,  we  paid  75  cents  a  day  for  labor  on  the  road.  We 
can  not  get  labor  to-day  for  $1.25. 

The  Chairman.  That  is  in  the  matter  of  unskilled  labor? 

Mr.  Ryan.  That  is  in  labor  to  keep  our  property  up.  I  have  not 
the  increased  cost  in  detail,  so  as  to  give  you  t-^e  increase  in  salaries 
of  telegraph  operators  or  the  increase  in  thte  salaries  of  each  individual 
item  on  tne  pay  roll,  but 

The  Chairman.  Has  there  been  any  considerable  increase  in  the  pay 
of  telegraph  operators,  we  will  say,  in  the  last  five  years? 

Mr.  Ryan.  My  understanding  is  that  there  has  been  an  increase 
from  $45  a  month  up  to  $55  a  month  for  telegraph  operators,  and 
some  of  the  operators  used  to  get  less  than  that.     Some  agents  were 
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operators  as  well  as  agents  and  were  paid  on  a  commission  basis,  and 
paid  as  little  as  $17.50  a  month,  but  we  have  not  got  them  now  except 
at  the  regular  scale  fixed  by  the  Order  of  Railway  Telegraphers. 

The  Chairman.  What  has  been  the  increase  in  wages  m  the  last 
five  years  of  enginemen? 

Mr.  Ryan.  I  could  not  give  you  all  that  information  because  that 
does  not  come  within  the  scope  of  the  passenger  department. 

The  Chairman.  What  has  been  the  increase  in  the  price  of  bitumi- 
nous coal  in  the  last  five  years? 

Mr.  Ryan.  Well,  bituminous  coal  four  years  ago,  as  I  know,  we  got 
as  low  as  65  cents  for  run  of  mine  at  the  mine.  We  can  not  get  coal 
now  sufficient  under  our  contracts  to  keep  us  going.  We  have  some 
coal  contracts  at  85  cents,  made  for  five  years,  and  we  have  three 
years  still  to  run  at  85  cents  at  the  mine,  but  we  can  not  get  coal  t^ 
run  us  at  that  rate,  and  we  are  paying  $1.10  now  where  we  were  for- 
merly paying  66  cents. 

The  Chairman.  At  the  chute? 

>lr.  Ryan.  No,  sir;  that  is  for  the  run  of  mine,  say  at  $1.10  at 
Birmingham,  or  85  cents  for  the  run  of  mine  on  the  Norfolk  and 
Western  at  the  Norfolk  and  Western  mines,  and  that  is  something 
like  $1.45  more  when  delivered  to  us. 

The  Chairman.  Delivered  on  the  cars? 

Mr.  Ryan.  Yes;  delivered  to  us. 

Mr.  Kennedy.  Your  first  price  was  loaded  on  the  car  at  the  mine? 

Mr.  Ryan.  Yes-  it  would  be  more  than  that  now  because  the  rate 
from  the  mine  delivered  to  us  would  be  $1.45  for  the  freight  alone. 
Prior  to  the  rate  bill  the  railroads  had  a  lower  rate  than  the  commer- 
cial rate,  but  now  they  have  to  pav  the  commercial  rate  on  the  coal. 

The  Chairman.  What  distance  ^oes  that  coal  haul  that  costs  you 
about  85  cents  a  ton? 

Mr.  Ryan.  I  think  in  round  numbers  about  300  miles. 

The  Chairman.  Do  you  regard  that  as  a  fair  rate? 

Mr.  Ryan.  Yes:  that  is  about  5  mills  per  ton  a  mile.  That  is  a 
pretty  good  rate  for  it.  During  the  last  five  years  we  have  gotten  coal 
as  cheap  as  $1.91  deHvered  to  our  rails  from  Norfolk  and  Western  fields 
and  recently  for  the  same  coal  have  paid  $2.60.  For  Birmingham 
coal  we  have  paid  $1.78  and  recently  $2.58  at  Montgomery.  In  order 
to  secure  coal  at  Savannah,  where  we  have  gotten  coal  as  low  as  $1.23, 
we  have  had  to  buy  a  vessel  at  a  time  at  $4.25,  and  this  is  now  the 
price  there. 

The  Chairman.  Now  proceed. 

Mr.  Ryan.  The  tendency  of  railroad  rates  for  some  time  has  been 
downward,  and  yet  everything  else,  whether  a  necessity  or  a  luxury, 
has  been  advanced.  I  refer  principally  to  living  expenses,  because  of 
that  I  know  more  than  of  anything  else.  I  suppose  you  gentlemen 
can  bear  out  my  testimony  in  that  respect,  because  we  all  have  to 
pay  out  more  for  the  necessities  of  life  than  we  did  five  years  ago. 

Please  consider  this  condition  well,  namely:  If,  at  a  time  when  the 
traffic  of  the  country  is  admittedly  great,  our  net  earnings  are  less 
then  they  were  a  year  ago,  what,  then,  may  I  ask,  is  to  become  of  us 
if,  first,  our  earning  power  is  impaired  by  the  proposed  rate  reduction, 
and  second,  our  gross  earnings  are  still  further  reduced  by  a  falUng 
off  of  traffic,  which  in  the  course  of  time  is  inevitable  ?  This  falling 
off  in  earnings  will  not  wait  for  adjustments  in  wages  and  in  the  cost 
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of  fuel,  which  travel  slower.  It  will  mark  another  period,  probably, 
in  the  financial  history  of  the  Seaboard,  which  has  more  than  once 
hitherto  been  forced,  in  its  efforts  at  development  and  preservation, 
to  raise  money  on  its  future  hopes.  Its  earning  power,  however,  is 
its  credit,  and  this  the  proposed  legislation  would  impair,  if  not 
altogether  destroy;  for  m  my  opimon  a  reduction  in  our  rates, 
whether  in  the  nature  of  a  flat  rate  or  through  the  medium  of  a  mile- 
age ticket,  would  prove  ruinous  to  our  property,  for  the  reason  that 
with  existing  rates  we  are  barely  able  to  pull  through. 

The  Chairman.  Let  me  ask  you,  if  you  please:  Suppose  this  bill 
should  become  a  law,  what  would  be  the  aggregate  reduction  of  your 
receipts  ? 

Mr.  Ryan.  Our  receipts  last  year  from  passengers  were  three  and 
one-quarter  railUons,  and  I  beheve  the  aggregate  reduction  would  be 
in  proportion  to  the  reduction  of  the  rate.  If  a  reduction  of  1  cent  in 
the  rate  would  mean  a  reduction  of  one-third  in  the^  average,  it  would 
mean  a  reduction  of  one-third  in  our  receipts. 

The  Chairman.  Do  you  beUeve  that  would  be  the  result? 

Mr.  Ryan.  Yes;  I  beUeve  it  would  mean  a  reduction  of  one-third 
in  our  receipts — coining  from  business  now  pajdng  the  3-cent  rate. 

Mr.  Adamson.  Do  you  not  believe  a  reduction  in  the  rate  would 
stimulate  your  traffic  ? 

Mr.  Ryan.  I  have  no  reason  in  the  world  to  believe  that. 

Mr.  Adamson.  Do  your  trains  now  run  full,  or  could  you  accommo- 
date a  greiiter  number  of  passengers  without  increasing  your  rolling 
stock? 

Mr.  Ryan.  We  handle,  of  necessity,  a  heavy  train,  because  we  have 
to  take  care  of  the  largest  amount  of  business  at  some  time  on  the 
road,  which  reauires  a  heavy  train.  But  the  usual  course  is  for  us  to 
carry  a  great  aeal  of  deaclwood.  Our  train  earnings  are  not  large, 
and  yet  the  trains  are  very  hea.vy,  because  at  this  season  of  the  year, 
for  instance,  we  have  a  heavy  traffic  soutlibound  and  a  light  traffic 
northbound. 

Mr.  Adamson.  It  would  be  possible  for  you  to  carry  more  passen- 
gers, would  it  not  ? 

Mr.  Ryan.  No;  because  if  we  could  do  without  the  dead  wood  we 
would  cut  it  off.  Our  trains  are  constituted  to  handle  the  business  that 
comes  to  us  now. 

Mr.  Adamson.  Does  the  system  as  you  have  it  carry  the  full  ca- 
pacity ? 

Mr.  Ryan.  It  does  at  times.  For  instance,  there  may  be  two  days 
in  a  week  when  we  would  nin  at  the  full  capacity  of  the  train  and  five 
days  when  we  would  run  at  less  than  the  full  capacity  of  the  train. 
But  suppose  we  tried  to  reduce  our  equipment,  how  could  we  meet  the 
changing  conditions  of  traffic  ? 

Mr.  Aj)amson.  I  was  asking  you  if  a  reduced  rate  would  stimulate 
travel  so  that  you  could  fill  your  seats  on  the  other  five  days  of  the 
week. 

Mr.  Ryan.  I  think  not.     It  has  not  done  so  in  Ohio. 

The  Chairman.  Mr.  Ryan,  what  is  the  average  number  of  passen- 
gers per  car  or  per  train  on  your  road  ? 

Mr.  Ryan.  Our  average  number  is  about  34. 

The  Chairman.  Thirty-four  to  a  train? 
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Mr.  Rtan.  Yes. 

The  Chairman.  What  would  be  the  average  capacity,  or  the  capac- 
ity of  the  average  train? 

Mr.  Ryan.  The  average  capacity,  say,  of  our  Florida  line 

The  Chairman.  No;  take  all  of  your  trains  that  you  have  given  in 
your  other  answer,  where  you  say  34  passengers  to  the  train. 

Mr.  Ryan.  The  average  capacity  would  be  three  cars — a  Uttle  over 
two  cars;  because  some  run  with  two  cars  and  some  with  three.  Let 
us  say  it  averaged  three  cars  to  a  train;  that  would  be  150  passen- 
gers, with  two  in  a  seat  at  the  average,  taking  about  50  to  a  car. 

The  Chairman.  Then  the  average  is  about  15  per  car — ^per  car 
having  a  capacity  of  50  ? 

Mr.  Ryan.  Yes. 

Mr.  EscH.  Is  not  the  average  capacity  of  a  coach  60? 

Mr.  Ryan.  Yes;  the  average  capacity  of  a  coach  is  60.  But  you 
take  the  case  of  children.  Suppose  you  take  a  woman  traveling  with 
two  small  children;  we  get  notning  except  for  the  adult.  You  prob- 
ably would  not  find  any  place  to  sit  in  the  same  seat  with  the  woman. 

The  Chairman.  What  is  the  average  number  of  passengers  per  car 
to  the  Pullman  or  to  the  sleeping  car? 

Mr.  Ryan.  I  have  not  that  separated. 

The  Chairman.  Have  you  the  means  of  furnishing  that? 

Mr.  Ryan.  Our  Pullman  cars  would  average,  I  tnink,  about  10  to 
a  car. 

The  Chairman.  You  think  they  will  average  that? 

Mr.  Ryan.  Yes. 

Mr.  EscH.  The  capacity  is  24,  aside  from  the  compartment? 

Ml-.  Ryan.  Yes. 

Mr.  EsoH.  Probably  26? 

Mr.  Ryan.  Yes,  26;  with  the  drawing  room. 

Mr.  Gaines.  Mr.  Ryan,  you  speak  or  the  unused  space  in  the  car 
as  '^deadwood.''  I  understand  you  have  a  greater  amount  at  this 
season  of  the  year  of  dead  wood  coming  North  than  going  South? 

Mi\  Ryan.  Yes. 

Mr.  Gaines.  You  have  to  have  the  same  number  of  cars  each  way, 
do  you  not  ? 

Mr.  Ryan.  Yes.  We  have  to  carry  the  same  sized  train  back 
North  in  order  to  go  South  again.  Later  on  those  conditions  may 
reverse. 

On  some  of  the  roads,  take  the  New  York  Central,  for  instance, 
which  is  favored  with  a  very  heavy  traffic,  their  trains  will  average 
about  66  people,  and  that  is  the  same  on  the  New  York,  New  Haven 
and  Hartiord,  and  on  the  Lake  Shore  and  Michigan  Southern.  Those 
are  three  roads  going  through  verjr  heavily  populated  regions. 

The  Chairman.  Now,  can  you  give  us  some  idea  of  the  number  of 
cars  in  that  train  that  averages  66  persons? 

Mr.  Ryan.  That  is  the  average  of  all.  Some  of  oiu*  trains  are  nm 
with  a  combination  car  and  coach  on  the  branch  lines,  and  some  with 
combination  car  and  two  coaches  on  the  main  lines,  and  some  with 
three  full  coaches  on  the  main  line;  and  then  there  are  some  with  as 
many  coaches  in  addition  to  sleeping  cars  and  Pullman  parlor  cars. 

Mr.  Herbert.  I  think  that  the  Chairman  in  asking  the  question 
had  in  mind  some  of  those  heavy  trains  in  regions  where  there  is 
congested  traffic. 
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Mr.  Ryan.  Some  of  their  local  commuter  trains  would  run  still 
hirfier  than  that  in  the  number  of  coaches. 

The  Chairman.  You  have  given  the  number  of  persons.  Now  I 
want  you  to  mye  the  average  number  of  cars. 

Mr.  Ryan.  The  consistence  of  the  trains  as  a  rule  for  through 
trains  would  be  two  coaches,  sometimes  three  coaches,  and  a  parlor 
car  and  a  sleeping  car  and  two  or  three  Pullmans,  making  the  train 
run  as  high  as  ten  cars,  including  mail  and  express,  and  the  coaches 
and  sleepers  or  parlor  cars.  On  the  commuter  trains  they  will  run 
six  or  eight  cars  without  any  Pullmans.  On  some  of  the  trains, 
the  side  hne  trains,  they  will  run  a  good  deal  less  than  that. 

Mr.  EscH.  Would  they  average 'three  ? 

Mr  Ryan.  They  would  average  more  than  three  in  a  big  road  like 
that.  I  am  only  giving  this  from  my  general  knowledge  of  the  busi- 
ness.    I  have  not  the  figures. 

Mr.  Mann.  You  have  not  made  any  figures? 

Mr.  Ryan.  No,  sir. 

The  Chairman.  Would  it  be  a  safe  proposition  to  say  that,  taking 
all  the  passenger  trains  in  the  United  States,  one-thira  of  the  space 
is  unused? 

Mr.  Ryan.  One-third  of  the  space,  I  think,  on  our  line  is  unused 
during  a  part  of  the  year. 

The  Chairman.  I  mean  two-thirds  of  the  space  is  unused? 

Mr.  Ryan.  Yes,  it  is  on  our  lines  a  part  of  tne  year,  for  a  part  of  the 
trip.  But  we  have  to  provide  the  space  because  at  other  parts  of  the 
trip  we  may  need  it. 

Sir.  Adamson.  You  do  not  know  on  which  day  you  will  need  it? 

Mr.  Ryan.  No.  We  are  bound  to  carry  them  to  take  care  of  the 
people,  and  yet  in  the  end  you  will  see  how  low  the  average  is.  We 
are  constantly  working  upon  some  plan  to  lighten  the  trams.  They 
are  so  heavy,  because  the  equipment  has  grown  so  much  in  weight 
it  is  difficult  for  us  to  make  our  schedules. 

Mr.  EscH.  Have  you  any  grades  that  are  heavy  ? 

Mr.  Ryan.  Not  long  ones  on  our  main  line.  We  have  many  dips. 
Like  a  great  many  other  roads  that  were  built  on  small  capital,  the 
builders  of  the  seaboard  stuck  to  the  surface  as  much  as  possible,  and 
we  go  uphill  and  down  all  the  way.  We  encounter  1 J  per  cent  grades ; 
that  is,  78  feet  to  the  mile;  but  they  are  not  long.  The  average 
nimiber  of  passengers  per  train  mile  on  our  road  is  only  34.  I  had 
another  road  in  mmd  when  you  asked  me  the  question,  and  I  said  45. 
I  should  have  said  34. 

The  Chairman.  That  includes  everybody  you  carry,  deadheads 
and  all? 

Mr.  Ryan.  That  includes  the  pay  passengers.  We  do  not  carry 
many  deadheads  now,  especially,  except  those  principally  whose 
business  it  is  to  ride  in  the  train. 

The  Chaibman.  What  was  the  percentage  of  your  deadheads  prior 
to  that,  including  everybody — your  own  employees  and  everybodv? 

Mr.  Ryan.  I  think  the  percentage  of  deadheads  would  run  about 
10  per  cent. 

The  Chairman.  What  proportion  of  that  would  be  your  own 
people? 

Mr.  Ryan.  I  think  more  than  half  of  it  would  be  our  own  people; 
probably  three-fourths  of  it  would  be  our  own  people.     Oiu*  road,  it 
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must  be  understood,  is  not  fully  developed,  and  needs  constant  care 
and  nursing,  and  this  demands  money,  whether  we  earn  it  or  not. 
But  it  must  be  apparent  to  everyone  tnat  when  a  road  is  constructed 
through  an  undeveloped  coimtry  adequate  returns  do  not  come  untU 
after  development  has  been  reached,  and  therefore  the  amoimt  neces- 
sary for  such  development  through  the  operation  of  the  road,  over  and 
above  its  earnings,  becomes  a  part  of  that  road's  cost,  just  as  much  as 
the  grading,  the  ties,  the  rails,  and  all  other  items  entering  into  its 
construction. 

This  is  evidenced  in  the  increase  in  capitaUzation  since  the  Seaboard 
was  first  formed.  The  increase  represents  loss  in  the  cost  of  operation, 
and  most  assuredly  does  not  represent  what  is  commonly  known  in  the 
railroad  world  as  'Watered  stock.''  I  am  impressed  with  an  illustration 
within  the  Seaboard  system  itself  which  will  make  my  meaning  clear. 
The  Baltimore  Steam  Packet  Company,  otherwise  known  as  the  Bay 
Line,  has  been  estabhshed  for  a  very  long  number  of  years.  Its  busi- 
ness has  become  estabhshed  because  the  territory  served  by  it  has  been 
developed,  and  I  am  told  that  it  earned  several  years  ago  as  much  as 
12  per  cent  on  the  capital  invested. 

ihe  Seaboard  Air  Line  Railway  purchased  this  property,  and 
undoubtedly  now  it  is  more  valuable  than  ever  before,  because,  in 
addition  to  its  own  earnings,  a  gret:t  amount  of  traffic  is  turned  over 
to  it  by  the  Seaboard,  and  yet  its  net  earnings  are  all  absorbed  by  the 
railroad  system  and  are  used  to  pay  the  expense  of  operation  of  the 
system  not  sufficiently  developed  to  sust.vin  itself.  In  other  words, 
the  part  that  earns  a  profit  must  bear  the  burden  of  the  part  that  shows 
a  loss. 

It  has  been  shown  here  by  Mr.  Nicholson  and  others  that  a  rate 
which  might  prove  reasonable  and  just  for  one  road  might  be  unretison- 
able  and  unjust  when  apphed  to  another,  because  of  the  difference  in 
the  density  of  traffic  which  comes  with  the  density  of  population,  and 
also  in  the  physical  construction  wliich  would  affect  the  cost  of  operat- 
ing the  two  roads.  Thus,  by  comparison — and  these  figures  are  from 
Poor^s  Manual — the  New  York  Central  and  Hudson  River  Railroad 
for  the  calendar  year  of  1905  operated  3,774  miles  of  road.  It  earned 
1.73  cents  per  passenger  per  mile.  It  earned  $6,828  per  mile  of  road, 
with  train  earnings  from  passengers  alone  of  $1.10  per  mUe.  But  the 
keynote  is  found  in  its  density  of  traffic,  388,000  passengers  having 
been  carried  1  mile  per  mile  of  road. 

Our  density  of  traffic  for  the  fiscal  year  of  1905  was  47,800  passeng:ers 
carried  1  mile  per  mile  of  road.  We  operate  2,610  miles,  earning 
2.327  cents  per  passenger  per  mile,  with  train  earninra  from  passen- 

fers  of  81  cents,  or  about  $1,100  per  mile  of  road.  The  New  York, 
few  Haven  and  Hartford  for  the  fiscal  year  ending  June  30,  1905, 
with  2,075  miles  of  road,  carried  565,000  passengers  1  mile  per  mile  of 
road.  The  average  rate  per  passenger  per  mue  was  1.7  cents;  the 
train  earnings  were  $1.37,  and  the  earnings  per  mile  of  road  from  pas- 
servers  $9,638. 

The  Lake  Shore  and  Michigan  Southern,  in  a  different  territory, 
with  1,520  miles  of  road,  for  the  calendar  year  of  1905  carried  243,000 
passengers  1  mile  per  mile  of  road,  and  its  trains  from  passenger  trad£c 
earned  $1.10  per  mile.  It  earned  $5,043  per  mile  or  road,  with  an 
average  rate  or  2.035  cents. 
Surely  no  one  will  say,  with  this  before  them,  that  a  reasonable  rate 
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on  any  of  these  roads  would  be  reasonable  on  ours.  You  are  all,  of 
course,  familiar  with  the  long,  heavy  trains  of  the  great  systems  requir- 
ing monster  engmes  to  pull  them.  The  Hmit  of  weight  seems  to  have 
been  reached.  Therefore,  if  the  rate  is  reduced  33J  per  cent,  and  it 
requires  50  per  cent  more  passengers  to  produce  the  same  revenue,  this 
merease  will  require  more  trains,  for  the  existing  ones  will  not  handle 
the  people.  If  vou  reduce  the  rate  one-third,  you  must  increase  the 
numoer  of  people  handled  50  per  cent  in  order  to  make  the  earnings 
the  same  or  sufficient  to  take  care  of  the  reduction  in  the  rate. 

It  has  been  suggested  that  the  earning  power  of  a  road  should  form 
the  basis  of  its  rate ;  and  while  this  may  seem  fair,  it  would  not  work  out 
in  practice,  since  the  weak  line  would  either  have  to  meet  the  rate  thus 
fixed  for  the  strong  line  or  else  be  driven  out  of  business.  Neither  can 
a  uniform  rate  be  made,  for  the  reason  that  the  standard  applying  to 
the  short  line  would  give  the  longer  competing  Unes  relatively  less. 

Another  suggestion  has  been  that  a  territorial  division  be  made, 
on  the  assumption  that  the  density  of  traffic  would  be  found  uniform 
within  certain  boundaries.  Here,  again.  I  believe,  it  will  be  found 
that  the  weak  must  be  made  to  suffer  tor  the  strong.  If  this  plan 
were  adopted,  a  new  and  undeveloped  road  could  not  live  in  the 
territory  served  by  one  of  the  strong  lines,  and  it  would  only  be  a 
short  tune  before  the  strong  line  would  have  absorbed  the  weaker 
one.  This  hardly  needs  an  explanation,  for  the  reason  that  it  is 
plainly  apparent  that  the  weak  line  miist  either  adopt  rates  no 
higher  than  those  of  the  strong  lines  or  else  go  out  of  business  between 
competitive  points.  It  seems  to  me  that  the  effect  of  such  a  plan 
would  be  to  absolutely  put  a  stop  to  new  construction. 

This,  it  seems  to  me,  is  a  very  serious  proposition,  for  the  reason 
that  we  occupy  a  territory  served  by  an  older  line  competing  with 
us  at  almost  every  point  we  reach,  ft  it  was  deemed  by  the  law  that 
the  older  line  could  stand  the  loss,  and  the  law  thought  that  we  could 
not  stand  the  loss,  what  remedy,  I  would  like  to  know,  would  there 
be  for  us?     We  would  be  hemmed  in. 

ifr.  Mann.  Which  is  your  competing  line — the  Southern? 

ilr.  Ryan.  The  older  line  that  I  refer  to  is  the  Atlantic  Coast  Line 
principally. 

Mr,  Mann.  Let  us  take  it  simply  for  an  illustration.  Let  me  ask 
you:  Do  you  think  that  if  the  Atlantic  Coast  Line,  for  instance, 
was  by  itself  and  there  was  no  other  competition  or  line  there,  and 
the  rate  ought  to  be  reduced  to  2  cents,  therefore  because  you  are 
there  the  Atlantic  Coast  Line  shall  be  permitted  to  charge  the  public 
an  excessive  rate?  Should  the  public  pay  tribute  to  that  road 
merely  for  the  purpose  of  protecting  your  road  ? 

Mr.  Ryan.  Well,  that  is  rather  a  hard  matter  to  decide. 

Mr.  Mann.  I  do  not  mean  to  refer  to  your  road  in  a  specific  way 
or  to  you  personally,  but  I  simply  used  that  as  an  illustration. 

Mr.  Ryan.  I  could  not  answer  it  with  any  degree  of  positiveness 
or  in  a  way  that  would  carry  weight,  but  I  would  like  to  ask  a  ques- 
tion myself — ^without,  however,  the  hope  of  having  it  answered, 
because  I  do  not  believe  it  can  be  answered :  What  kind  of  a  law  is  it 
in  these  days,  when  monopoly  is  so  much  discountenanced — what 
kind  of  a  law  is  it  that  will  nelp  to  build  up  a  monopoly  at  the  sacri- 
fice of  a  weak  line? 

Mr.  Mann.  Your  position,  then,  is  that  the  Government,  in  order 
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to  prevent  monopol}^  should  require  the  people  to  pay  a  larger  or 
higner  rate  than  is  necessary  in  order  to  prevent  the  absorption  of  the 
weak  line  by  the  strong  line? 

Mr.  Ryan.  I  cannot  assume  that  there  is  anv  line  in  our  part  of  the 
country  that  is  earning  more  than  a  reasonable  operating  expense  on 
its  passenger  trains.  The  Atlantic  Coast  Line  Railroad  1  spoke  of  in 
a  general  way  only,  because  it  is  an  older  road  and  because  it  enjoys 
a  heavier  tmffic  than  ours. 

Mr.  Mann.  I  assumed  that  just  for  the  purpose  of  argument. 

Mr.  Ryan.  Yes.  1  noticed  in  their  last  year's  annual  report,  or 
rather  for  flune  30, 1905,  that  they  only  earned  7(5  cents  per  mile  from 
their  straight  passenger  business,  exclusive  of  mail  and  express. 

Mr.  Pay^on.  What  was  the  amount  of  their  operating  expenses? 

Mr.  Ryan.  Sixt^'^-two  per  i*ent,  I  think,  in  that  year. 

Mr.  Mann.  I  was  referring,  of  course,  to  your  argument,  and  using 
that  simply  as  an  illustration,  because  you  had  usea  it  yourself  as  an 
illustration. 

Mr.  Ryan.  I  used  it  in  a  general  wav,  because  it  was  an  older  road 
and  enjoys  a  heavier  traffic.  But  when  you  speak  of  its  earning 
excessively,  I  speak  of  its  earning  76  cents  a  mile. 

Mr.  Mann.  Suppose  that  two  cents  a  mile  was  a  reasonable  and  fair 
rate  to  pay:  Woula  you  still  say  that  the  Government  ought  to  permit 
it  to  maintain  a  still  higher  rate,  an  excessive  rate,  and  thereby  require 
the  people  to  pay  tribute  to  that  road  in  order  to  protect  your  road? 

Mr.  KvAN.  All  I  can  say  is  that  if  the  Government  does  not  show 
any  interest  in  infant  industries  in  railroads,  as  it  has  done  in  the  case 
of  other  infant  industries,  we  would  be  in  a  mighty  poor  fix.  I  would 
like  to  know  how  we  would  ever  come  out.  The  only  solution  would 
be  that  we  would  have  to  get  the  Atlantic  Coast  Line  to  bu^'  us.  It 
means,  if  you  are  going  to  make  a  law  to  cut  the  earnings  down  on 
the  strong  lines  without  regard  to  the  weak  lines  that  the  only  hope 
for  the  weak  lines  is  to  sell  out  to  the  stronger  lines,  and  thus  increase 
the  monoply  in  that  way. 

Mr. Kennedy.  The  weak  line  is  at  the  mere}'  of  the  strong  line  any- 
way.    The  strong  line  can  put  the  price  down  and  do  you  up. 

Mr.  Ryan.  The  weak  line  is  a  prett}'  poor  proposition. 

Mr.  Mann.  I  think  the  strong  lines  usually  claim  that  they  are  at 
the  mercy  of  the  weak  lines. 

Mr.  Ryan.  It  is  a  pretty  complex  question. 

Mr.  Gaines.  Well,  Mr.  Ryan,  since  it  is  an  unsettled  question 
whether  the  public  service  can  best  be  regulat-ed  by  competition  or  by 
some  Governmental  regulation,  or  by  both,  your  position  is,  as  I  under- 
stand it,  that  it  is  certeinly  questionable  policy  now  for  the  Govern- 
ment to  pass  a  law  which  in  vour  opinion  would  destroy  competition. 
That  is  your  proposition,  is  it  not? 

Mr.  Ryan.  My  whole  feeling  is  very  intense  upon  this  point,  that 
I  would  hate  to  see  the  Government  pass  a  law  which  would  destroy 
the  Seaboard  Air  Line  Railway,  and  I  believe  that  a  bill  such  as  this 
would.  I  do  not  think  there  is  an}^  hope  for  us  if  you  take  the  reve- 
nues away  from  us  now  upon  which  we  are  barely  able  to  live.  I  do 
not  see  anything  to  come  of  us  except  to  try  to  find  a  purchaser  in  one 
of  the  competing  lines. 

^  Mr.  Kennedy.  What  is  the  relative  proportion  between  your  earn- 
ings from  freight  and  passenger  traffic? 
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Mr.  Ryan.  It  is  about  21  per  cent. 

Mr.  Kennedy.  Twenty-one  per  cent  of  the  gross  earnings  from 
passengers. 

Mr.  Kyan.  We  earned  three  and  one-half  million  dollars  from  pas- 
sengers, and  the  freight  department  made  about  111,000,000.  I  think 
it  is  about  21  per  cent. 

Mr.  f^ii.  Then  your  opinion,  Mr.  Ryan,  is  that  a  reduction  of  33i 
per  cent  in  vour  passenger  earnings,  which  total  three  and  one-half 
millions  as  tTbe  result  of  the  passage  of  this  bill,  would  put  you  out  of 
business,  although  your  freight  mte  would  not  be  affected? 

Mr.  Ryan.  Yes.  The  statement  of  the  Seaboard  was  published 
yesterday  in  the  papers  for  the  month  of  November  and  for  the  period 
covered  between  the  1st  of  July  to  November  30,  showing  that  the 
Seaboard,  after  paying  its  fixed  charges,  had  a  deficit  of  over  $300,000 
in  five  months. 

Mr.  EscH.  You  have  done  a  large  amount  of  construction  work  in 
the  last  six  months  i 

Mr.  Ryan.  Not  in  that.  That  has  gone  into  operation,  not 
construction. 

Mr.  Herbert.  What  did  you  sav  the  deficit  was? 

Mr.  Ryan.  Over  $300,000  from  tl^e  1st  of  J  uly  to  the  1st  of  December. 
Now,  if  we  had  that  deficit  and  added  to  that  the  deficit  to  be  caused  by 
a  reduction  of  one-third  in  passenger  revenues,  it  would  not  be  very 
lon^  before  we  would  look  for  a  purchaser,  because  I  do  not  think  new 
monej'  would  see  the  hope  to  live  on  the  road. 

Mr!^  EscH.  What  is  your  bonded  indebtedness^ 

Mr.  Ryan.  The  total  capital  liabilities  are  $131,000,000. 

Mr.  EscH.  On  a  total  mdeage  of  how  much? 

Mr.  Ryan.  Two  thousand  six  hundred  and  ten  of  our  own  mileage, 
and  we  have  assumed  the  construction  of  the  road  between  Atlanta  and 
Birmingham  167  miles,  and  the  Florida  and  West  Shore.  In  round 
numbers  it  would  be  about  3,000  miles. 

Mr.  Kennedy.  Can  you  state  what  the  amount  of  fixed  charges  was? 
What  was  that  amount? 

Mr.  Ryan.  I  can  ^ive  you  this  from  the  last  annual  report,  June  30, 
as  to  current  liabilities.  The  annual  interest  then  on  tne  bonds  was 
$2,748,650,  to  which  should  be  added  interest  on  equipment  and  floating 
debt,  taxes,  and  rent  of  roads,  making  total  of  $3,647,609.11.  Our 
stock  is  divided,  $25,000,000  in  preferred  stock  and  $37,500,000  in 
common  stock  and  $57,840,000  in  bonds,  in  addition  to  the  bonds  of  the 
Atlanta  ^nd  Birmingham  and  the  Florida  and  West  Shore  and  the  Wil- 
mington bridge. 

Using  the  basis  once  prescribed  by  the  Interstate  Commerce  Com- 
mission, we  found  that  it  cost  us  last  year  77i  cents  per  mile  to  oper- 
ate our  passenger  trains,  exclusive  of  their  share  of  interest  and 
taxes;  and  as  this  expense  must  be  met,  as  well  as  any  direct  operating 
expenses,  it  will  be  seen  that  we  have  not  yet  reached  a  point  where 
our  passenger  business  is  self-sustaining.  Tneref  ore,  if  our  train  earn- 
ings should  be  reduced,  we  would  either  have  to  reduce  the  number 
of  trains  or  find  some  way  to  economize  in  order  to  meet  conditions. 

Our  local  rate  in  the  six  States  reached  by  us  is  3  cents  per  mile, 
except  in  North  Carolina,  where  the  first  class  is  3i  c«nts  ana  the  sec- 
ond class  2f  cents,  the  average  in  that  State  being  about  3  cents  per 
mile. 

BPV-07 ^10 
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Mr.  Mann.  May  1  interrupt  you  long  enough  to  ask  how  long  those 
rates  have  been  in  force  in  your  territory  ? 

Mr.  Ryan.  Mr.  Hardwick  might  answer  that.  They  have  been  in 
effect  since  1  have  been  here — four  years,  or  four  and  one-half  years. 
The  Florida  rate  was  4  cents  a  mile,  and  was  reduced  to  3  cents  a  mile 
four  years  ago,  on  Christmas — four  years  from  last  Christmas.  The 
other  rates  have  been  unchanged  since  I  have  been  with  the  Seaboard, 
four  and  one-half  years. 

Mr.  Mann.  You  do  not  know  whether  they  have  been  in  force  for 
a  quarter  of  a  century  ? 

Mr.  Ryan.  My  understanding  is  that  they  have  been  in  force  for  a 
term  of  something  like  ten  years. 

Mr,  Hardwick.  Since  19U0. 

Mr.  Ryan.  That  is  six  years  ago. 

Mr.  Mann.  That  is  the  average  mte  over  the  entire  line.  How  long 
has  the  three-cent  rate  been  in  effect? 

Mr.  Ryan.  That  rate  has  been  in  effect  for  a  number  of  years.  1 
do  not  remember  when  the  rate  was  reduced,  except  in  Florida,  as  I 
remember,  when  that  was  reduced  four  years  ago  last  Christmas. 

Mr.  EscH.  Do  you  get  more  than  throe  cente  a  mile  on  any  other 
part  of  your  line? 

Mr.  Ryan.  OnW  in  North  Carolina,  where  we  get  3i  cents  on  the 
first-class. 

At  a  time  when  the  Atlantic  Coast  line  was  the  only  one  between 
Savannah  and  Jacksonville,  its  distance  being  172  miles,  the  rate  of 
15.15  was  made.  Later,  when  the  line  now  owned  by  this  company 
was  built,  and  the  distance  made  128  miles,  the  rate  between  Jackson- 
ville and  Savannah  of  $5.15,  as  well  as  the  rate  of  $5  between  Fer- 
nandina  and  Savannah,  was  adopted  by  the  short  line,  although  the 
combination  of  the  State  rates  made  less.  This  was  made  the  subject 
of  complaint  before  the  Interstate  Commerce  Commission  (No.  816,  A. 
L.  Artz  v.  Seaboard  Air  Line  Railway),  and,  after  a  hearing  before 
Judge  Prouty,  it  was  dedded  by  him,  November  29,  1905,  in  favor  of 
this  company. 

Mr.  Mann.  In  that  case  it  was  held  that  the  through  rate  might  be 
greater  than  the  sum  of  the  local  rates? 

Mr.  Ryan.  Yes. 

Mr.  Mann.  So  that  it  is  not  invariable,  as  was  suggested  here  the 
other  da3%  that  they  would  have  to  conform  in  their  State  rates  with 
the  interestate  ratef 

Mr.  Ryan.  No;  not  in  this  case.  Commenting  on  this  case,^ quoting 
from  the  decision,  it  was  stated:  ''The  reasonableness  of  the  passenger 
fare  upon  a  particular  part  of  the  defendants'  system  must  be  deter- 
mined with  reference  to  the  system  as  a  whole.  The  only  question 
which  we  have  to  determine  is  whether  the  interstate  rate  is  unreason- 
able, and  in  this  case  it  has  been  found  it  is  not." 

This  was  based  upon  the  question  of  density  of  traffic. 

Mr.  Mann.  Is  that  a  3-cent  rate? 

Mr.  Ryan.  Which;  the  $5.15  rate? 

Mr.  Mann.  Yes. 

Mr.  Ryan.  No;  it  was  made  3  cents  a  mile  on  the  long  mileage. 
The  long  mileage  was  172  miles,  and  when  the  cut-off  was  built,  as 
there  was  no  sustaining  population,  no  reduction  was  made  in  the  rate 
on  account  of  the  shorter  mileage. 
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Mr.  Mann.  Wan  the  old  line  what  was  called  the  old  Waycross 
Line? 

Mr.  Ryan.  Yes.  That  is  the  old  Plant  Systein,  or  the  Atlantic 
Coast  Sy8tem.  Our  line  was  built  as  the  Florida  Central  &  Penin- 
sular Road,  a  part  of  the  Southbound  Railroad. 

With  local  rates  at  three  cents  or  a  little  higher,  the  average  rate  of 
the  system  for  the  fiscal  year  ending  June  30,  1906,  was  2.382  cents, 
every  lower  rate  than  the  local  rate  having  a  tendency  to  lower  the 
average. 

There  are  excursion  rates,  charity  rates,  clergy  rates,  mileage-ticket 
rates,  the  meeting  of  competitive  rates,  immigration  i*ates,  and  so 
forth.  Thus  it  is  seen  that  our  average  is  now  nearer  2  cents  than  3, 
and  a«  we  are  now  earning  no  profit,  it  is  apparent  that  any  reduction 
must  entail  a  loss. 

Last  March  the  legal  local  rate  in  Ohio  was  made  2  cents  per  mile 
on  all  roads.  It  seems  to  me  that  it  is  not  necessary  to  go  any  further 
in  determining  the  eflFect  of  the  2-cent  rate  upon  the  road  earnings. 
We  find,  first,  that  the  larger  systems  operating  through  large  cities 
have  shown  increased  earnings,  and,  second,  that  the  weaker  lines,  not 
so  well  favored  with  population,  have  shown  a  decrease.  We  also  find 
that  the  increase  on  the  Big  Four  Railroad  in  the  State  of  Ohio  has 
been  in  the  same  proportion  as  in  the  State  of  Indiana,  where  there 
was  no  reduction. 

We  also  find  that  while  the  Big  Four  in  the  State  of  Ohio  has  in- 
creased its  earnings,  the  traction  companies  paralleling  the  road  have 
shown  decreases  in  theirs.  While  at  first  it  might  seem  that  the  re- 
duction is  a  stimulant,  at  least  to  the  extent  of  the  reduction  in  the 
rate,  thus  making  the  earnings  approximately  the  same  in  Ohio  and 
Indiana,  it  will  be  seen,  however,  that  the  increased  business  under 
the  2-cent  rate  is  not  all  due  to  the  mte  reduction,  but  rather  to  the 
fact  that  it  has  enabled  the  steam  railroads,  by  drawing  from  them, 
to  deprive  the  electric  lines  of  a  large  share  of  traffic ;  and  that  is 
another  case  where  the  weak  must  be  made  to  suflfer  for  the  strong. 

The  lesson  in  Ohio  also  teaches  that  while  the  railroads  going 
through  the  large  cities  have  shown  increases,  partly  on  account  of 
taking  it  away  from  the  traction  lines,  the  roads  not  being  so  much 
favored  by  heavy  traffic,  have  shown  decreases  in  their  earnings.  A 
notable  case  is  that  of  the  Cincinnati  Northern  Railroad,  a  line  run- 
ning from  Cincinnati  to  Jackson,  Michigan,  owned  by  the  Big 
Four,  but  not  like  the  main  line  of  the  Big  Four  reachmg  the  big 
cities.  The  Cincinnati  Northern  earns  about  $1,000  per  mile  of  road  a 
year,  while  the  Big  Four  earns  about  seven  or  eight  times  as  much. 
The  Cincinnati,  Hamilton  and  Dayton  Railroad  shows  the  same  result, 
namely,  that  while  its  main  line  earnings  between  Cincinnati  and 
Toledo  have  shown  increases,  the  paralleling  traction  lines  have 
shown  decreases,  and  the  business  of  the  Dayton  and  Ironton  Railroad, 
a  branch  of  the  Cincinnati,  Hamilton  and  Dayton  Railroad,  has  prac- 
tically gone  to  pieces. 

Mr.  Kennedy.  I  know  about  that  situation  in  Ohio.  The  State  is 
practically  covered  with  traction  lines.  I  can  get  on  a  street  car  and 
ride  in  my  district,  and  without  getting  off  the  street  cars  I  can  go 
clear  to  Detroit,  Mich.  I  can  go  all  over  the  country  on  the 
traction  lines,  which  all  charge  under  2  cents  a  mile.  Now  I  would 
like  to  ask  you  whether  or  not  you  do  not  think  the  railroads  there 
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have  stood  in  their  own  h'ght  by  keeping  their  own  rates  up  until  they 
forced  all  these  ti-action  lines  to  be  built?  Would  not  the  railroads 
have  had  practically  all  the  business  if  they  had  reduced  their  rates 
long  ago? 

Mr.  Ryan.  About  ten  years  ago  Senator  Camden  bought  over  the 
line  between  Ashland,  Ky.,  and  Catlettsburg,  Ky.,  and  built  a 
line  between  Catlettsburg  and  Huntington,  W.  Va.,  making  a  line 
16  miles  long,  paralleling  the  Chesapeake  and  Ohio.  Before  that 
shuttle  trains  ran  on  the  Chesapeake  and  Ohio,  between  Ashland  and 
Huntington  with  a  low  rate.  They  were  called  shuttle  trains  because 
they  ran  back  and  forth  as  fast  as  the}'  could  load  and  unload,  and  it 
earned  in  the  neighborhood  of  $150  a  day,  that  one  train.  When  the 
new  line  (electric)  was  put  in  operation'  the  president  of  the  Chesa- 
peake and  Ohio  said  ''he  would  like  to  meet  their  rates  and  continue 
m  the  business  a  year  at  least,  whether  he  would  be  able  to  secure 
enough  revenue  to  pay  for  operating  the  trains  or  not."  He  did  not 
want  to  show  that  he  was  whipped  at  the  start.  The  Chesapeake  and 
Ohio  ran  the  train  over  a  vear  at  a  cent  a  mile  rate;  15  cents  for  the 
16  miles  between  Ashland,  Ky.,  and  Huntington,  W.  Va.,  and  thev 
did  not  earn  $20  a  day.  They  ran  them  for  a  year,  and  then  took 
them  oflF  because  they  were  losing  too  much  money.  You  cannot 
alwavs  handle  the  business  as  against  the  traction  lines  on  the  rate 
itself  for  short  distances,  for  the  reason  that  a  man  at  Huntington 
could  get  on  the  traction  lines  down  in  the  citv  of  Huntington,  right 
in  front  of  a  store,  and  ride  ten  miles  to  Catlettsburg  and  get  off  in 
front  of  his  residence. 

Mr.  Adamson.  Yetdoyou  believe  that  traction  line  would  ever  have 
been  built  if  the  railroad' had  originally  offered  that  acconnnodation  at 
a  lower  rate  than  it  was  charging? 

Mr.  Ryan.  Suppose  the  Chesapeake  and  Ohio  had  voluntarily,  with- 
out any  competition,  put  in  the  rate  of  15  cents  between  Catlettsburg 
and  Huntington? 

Mr.  Adamson.  If  it  had  prevented  the  entrance  into  the  field  of  a 
successful  competitor  it  would  have  been  good  policy;  if  they  put  in 
a  2-cent  rate  and  put  in  that  accommodation  to  keep  down  a  competitor 
it  seems  to  me  it  would  have  been  wise. 

Mr.  RrAN.  And  confined  that  to  fifteen  miles? 

Mr.  Adamson.  I  do  not  know  about  that. 

Mr.  Ryan.  Suppose  they  had  gone  no  further;  if  they  had  not  vol- 
untarily put  it  in  elsewhere  they  would  have  been  forced  to  do  so  by 
legislation. 

Mr.  Adamson.  There  would  be  other  places  where  they  might  have 
been  forced  to  do  the  same  thing. 

Mr.  Ryan.  I  know;  but  suppose  they  had  done  so  and  put  it  in 
there,  and  this  action  had  for  the  adoption  of  the  rate  over  the  whole 
system.     Where  would  their  earnings  have  gone  to? 

Mr.  Kennedy.  To  put  their  earnings  at  fifteen  cents,  that  would  be 
a  losing  price,  and  it  would  be  suicide. 

Mr.  Ryan.  If  they  had  put  it  at  two  cents  there,  it  would  have  gone 
over  the  entire  Chesapeake,  and  Ohio  road. 

M.  Adamson.  I  assume  that  that  traction  line  was  built  to  meet  a 
condition  or  a  demand,  and  that  the  railroads  had  notice  that  it  would 
be  done  unless  thev  accommodated  their  rate  to  meet  the  demand.    Of 
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course  I  would  not  expect  it  would  voluntarily  in  a  clean  place  do 
that  without  a  demand  for  it  or  without  competition. 

Mr.  Ryan.  I  do  not  see  that  there  was  a  demand,  except  when  that 
road  was  built  it  was  the  fashion  to  build  traction  lines  in  that  section 
of  the  country.  They  were  building  them  in  Ohio  and  in  Indiana  and 
in  some  places  in  Kentucky;  but  not  so  much  in  Kentucky,  because  the 
laws  were  not  favorable. 

Mr.  Adamson.  I  know  of  cases  in  my  own  mind  where  people  were 
bottled  up.  I  know  of  triangular  schemes  to  reach  your  lines  because 
of  sections  which  were  not  traversed  by  railroads.  1  did  not  know 
but  that  that  was  in  a  similar  condition — that  those  people  had  that 
traction  line  built  there  in  order  to  escape  such  conditions. 

Mr  Ryan.  I  never  could  understand  why  it  was  so  easy  to  secure 
money  upon  traction  bonds  at  the  time  that  road  was  built. 

Mr.  Mann.  They  are  all  making  money.  More  men  are  making 
mone^'  out  in  my  country  now  bj'  building  traction  lines  than  by 
building  railroads,  and  they  are  running  at  a  cheap  rate  which  you 
can  not  meet. 

Mr.  Ryan.  They  can  operate  them  cheaply. 

Mr.  Kennedy.  Now  as  to  this  lesson  drawn  from  Ohio,  1  suppose 
it  is  instructive  mainly  because  of  its  bearing  on  the  question  of 
whether  a  reduction  of  rates  would  stimulate  travel  if 

Mr.  Ryan.  Yes. 

Mr.  Kennedy.  Is  it  not  a  fact  that  we  should  take  into  considera- 
tion the  travel  carried  by  traction  lines  in  order  to  detei-mine  whether 
it  has  really  stimulated  travel? 

Mr.  Ryan.  The  travel  handled  by  the  tmction  lines,  I  believe,  is  due 
more  to  the  frequency  of  trips  and  to  convenience,  as  I  stated,  than 
because  of  rates. 

Mr.  Kennedy.  But  the  railroads,  too,  are  carrying  more  passengers 
there  than  ever  before,  and  they  are  not  carrying  nearly  one-half  of 
the  travel.  They  are  carrying  more,  themselves,  and  they  are  not 
carrying  one-half  of  the  travel  in  Ohio. 

Mr.  Ryan.  I  stated  that  as  I  supposed  it  was  the  foundation  of  your 
proposed  reduction  in  the  rates.  Tliere  has  been  a  tremendous  increase 
of  traffic  over  all  the  lines.  I  am  not  a  pessimist,  but  I  do  believe  the 
time  is  coming  when  you  are  going  to  get  back  to  where  you  were 
before. 

Mr.  Kennedy.  Do  you  not  think  that  that  stimulated  travel  is  largely 
on  account  of  cheap  itites? 

Mr.  Ryan.  No;  because  the  railroads— the  steam  railroads — have  had 
increased  travel  without  any  difference  in  the  rates. 

Mr.  Kennedy.  But  not  to  so  great  a  degree.  Look  at  the  travel 
in  Ohio,  where  they  have  cheap  rates  on  both  the  traction  lines  and 
the  railroads. 

Mr.  Ryan.  Ohio  has  the  population  necessary. 

Mr.  Kennedy.  But  they  had  it  before  the  traction  lines  and  the 
cheap  rates  were  introduced. 

Mr.  Gaines.  Has  the  increase  of  travel  in  Ohio  since  the  reduction 
of  the  rate  to  2  cents  increased  more  rapidly  than  the  railroad  travel 
in  other  similar  sections  of  the  country  wnere  there  has  been  no  reduc 
tion  of  the  rate  by  law? 

Mr.  Ryan.  I  have  referred  to  that,  particularly  with  reference  to 
the  Big  Four.     I  saw  the  statement  of  tne  figures  of  the  Big  Four,  and 
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they  struck  me  as  rather  a  coincidence  that  the  percentage  of  increase 
in  the  passenger  rates  on  the  Big  Four  in  Ohio  was  oractically  the 
same  as  that  in  Indiana,  where  there  was  no  change  in  tne  rate. 

Mr.  Kennedy.  On  the  same  road,  however?- 

Mr.  Ryan.  Yes;  on  the  same  road.  You  could  not  get  a  better 
illustration. 

Mr.  Kennedy.  The  traffic  on  the  Big  Four  is  chiefly  through  traffic. 
If  they  ride  more  cheaply  through  Ohio,  they  will  ride  into  Indiana 
to  get  the  advantage  of  the  cheap  rate. 

Mr.  Ryan.  No;  the  principal  trend  of  their  travel  is  between  Cin- 
cinnati and  Cleveland.  Look  at  their  cities:  Cincinnati,  Middletown, 
Dayton,  Springfield,  and  Columbus,  all  those  cities  following  each 
other  as  closely  as  that  and  having  the  large  population  they  have. 
That  is  what  f  am  trying  to  make  clear  now.  It  is  the  density  of 
travel  that  tells.  Take  the  Big  Four  Railroad  running  through  those 
cities.  It  has  shown  an  increase.  Take  the  Big  Four  Railroad  as 
shown  in  the  statement  of  the  Cincinnati  and  Northern.  It  has  shown 
a  decrease.  Where  they  have  not  density  of  ti-affic  you  can  not  stimu- 
late traffic.  You  can  not  stimulate  the  traffic  in  North  Carolina  going 
through  the  sand  hills.  ,You  have  got  no  one  to  reach  there,  and  it  is 
the  same  waj'^  to  a  degree  with  the  Cincinnati  Northern. 

Mr.  Adamson.  But  where  the  population  is,  you  might  make  some 
improvement  by  yielding  to  the  clemand,  especially  where  you  are 
threatened  with  competition,  of  which  you  are  just  now  speaking? 

Mr.  Ryan.  I  do  not  think  it  is  a  good  thing  to  have  the  stimulus 
given  to  the  milroad  by  requiring  it  to  operate  at  a  loss  in  competi- 
tion with  traction  lines.  The  effect  of  such  compc^tition  as  that  is  to 
make  the  railroad  operate  at  a  loss. 

Mr.  Mann.  When  you  spoke  of  Ohio  I  understood  you  to  say  there 
was  an  actual  increase  in  trie  passenger  business  on  the  Big  Four  in 
Ohio^ 

Mr.  Ryan.  Yes. 

Mr.  Mann.  Of  course  that  means  there  has  been  an  increase  in  the 
passenger  traffic  of  more  than  fifty  per  cent.  According  to  j^our 
statement  awhile  ago  I  did  not  know  whether  or  not  there  was  an 
actual  increase  of  that  amount.  Now  do  you  think  it  is  proper  for  the 
Big  Four  to  charge  2  cents  a  mile  in  Ohio,  and  just  across  the  line, 
in  Indiana  and  in  Illinois,^  where  the  population  is  practicallj^  the 
same  and  where  the  cities  are  just  as  large,  they  should  charge  3  cents 
a  mile  or  that  the}^  should  charge  2  cents  a  mile  locally  in  Ohio  and  8 
cents  a  mile  if  a  man  goes  across  the  border  line  of  the  State? 

Mr.  Ryan.  I  do  not  think  the  increase  in  travel  in  Ohio  has  been  as 
great  as  you  state. 

Mr,  Mann.  You  stated  it  has  been  over  fifty  per  cent. 

Mr.  Ryan.  You  said  that 

Mr.  Mann.  No;  you  stated  that.  1  asked  you  about  that.  I  mean 
on  the  Big  Four. 

Mr.  Ryan.  The  increase  on  the  Big  Four  has  drawn  from  the  other 
lines.  It  has  dmwn  from  the  traction  lines.  I  do  not  know  whether 
you  are  familiar  with  that  line  running  through  the  State  or  not,  Mr. 
Kennedv  ? 

Mr.  itENNEDY.  No;  I  am  not  familiar  with  it. 

Mr.  Ryan.  The  traction  lines,  before  the  2-cent  rate  was  effective 
in  Ohio,  had  been  altogether  independent  of  the  railroads.  .  They  had 
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made  their  rates  and  handled  their  business  as  they  saw  fit.  After  the 
2-cent  rate  was  adopted  by  the  railroads,  they  tried  to  get  an  agree- 
ment as  to  the  rates,  because  they  claimed  that  where  their  service  ii* 
infrequent,  as  is  the  case  where  the  population  is  not  dense,  they  can 
not  do  business  any  better  than  the  steam  roads.  It  is  only  when  they 
have  frequent  and  convenient  service  that  they  can  operate  profitably 
at  the  lower  rate. 

Mr.  Mann.  May  I  ask  you  one  other  question  along  that  line^ 

Mr.  Rtan.  Yes,  sir. 

Mr.  Mann.  As  1  understand  you  to  say,  the  case  depends  some- 
what on  the  density  of  traffic.  As  to  the  relative  cost,  of  course 
that  depends  on  the  density  of  population.  The  rate  of  3  cents  in 
Ohio  has  been  there,  1  assume,  in  the  neighborhood  of  a  quarter  of  a 
century.  The  rate  in  Illinois  of  3  cents  has  been  in  force  as  a  matter 
of  law  for  more  than  thirty  years,  and  the  Ohio  and  Indiana  rate  fol- 
lowed shortly  after  that,  Tthink.  The  population  has  increased  very 
greatly.  Do  you  think  there  ought  to  be  some  reduction  of  rates  on 
account  of  the  increase  of  population  and  the  increase  in  the  density 
of  traflBc? 

Mr.  Ryan.  I  do  not  see  how  you  are  going  to  make  it  fair  for  all 
the  roads. 

Mr.  Mann.  There  has  been  a  great  increase  in  population  tributary 
to  all  the  roads  in  that  section  of  the  country.  Do  you  think  there 
ought  to  be  a  corresponding  decrease  or  some  decrease  in  the  rate  of 
fare* 

Mr.  Ryan.  Well,  I  do  not  know.  I  am  not  familiar  enough  with 
the  condition  of  the  roads  in  those  States  to  say  whether  they  are  get- 
ting more  than  a  fair  return  on  their  money  or  not. 

Mr.  Mann.  I  asked  that  question  because  I  understood  the  basis  of 
your  argument  to  be  what  a  road  could  aflford  to  carry  passengers  for 
depended  upon  the  density  of  traffic;  and  if  that  be  the  case  I  wanted 
to  know  your  judgment  in  cases  where  the  density  of  traffic  had 
increased,  whether  there  should  be  some  decrease  in  the  rates. 

Mr.  Ryan.  I  think  it  is  very  clear  that  the  density  of  traffic  is  the 
foundation  upon  which  earnings  are  to  be  built.  I  believe,  too,  that 
there  are  some  roads  with  traffic  sufficient  to  sustain  them  at  the 
reduced  rate.  For  instance,  1  think  the  New  York  Central  shows  that 
it  can  live  under  the  2-cent  mte.  I  think  the  New  York,  New  Haven 
and  Hartford  could  live  under  the  2-cent  rate,  and  the  Lake  Shore  and 
Michigan  Southern  and  Michigan  Central  could  live  under  the  2-cent 
rate.  But  do  you  believe  that  even  with  that  density  of  traffic  new  capi- 
tal will  be  found  to  ^o  into  territory  at  all  competitive  with  those  lines 
with  the  hope  of  earning  anything  out  of  it  when  they  may  be  far  enough 
away  to  just  escape  the  large  places  served  by  these  strong  roads. 

Mr.  Mann.  Do  you  know  how  long  the  New  York  Central  has  by 
law  had  a  2-cent  rate? 

Mr.  Ryan.  I  know  of  one  thing,  that  the  New  York  Central  has 
something  that  no  other  railroad  ever  did  have  in  the  world.  The 
New  York  Central  had  a  developed  territor}^  turned  over  to  it.  We 
did  not.  When  a  man  tried  to  plant  grapes  and  tried  to  grow  vege- 
tables in  the  sands  of  North  Carolina  25  years  ago,  they  said  he  was 
crazy.  We  had  a  desert.  We  did  not  have  a  great  canal  bed  to  build 
our  railroad  on,  and  we  did  not  have  big  cities  on  our  line  such  as  the 
New  York  Central  received  as  a  gift. 
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Mr.  Mann.  Don't  you  have  larger  cities  on  your  line  now  than  the 
New  York  Central  had  at  the  time  it  accepted  its  charter?  1  think  if 
you  make  the  comparison,  you  will  find  that  you  are  mistaken  about 
that. 

Mr.  Ryan.  1  have  not  made  any  comparison. 

Mr.  Kennedy.  In  our  country  under  existing  conditions  we  have 
a  peculiar  situation.  If  an  individual  should  apply  for  a  ticket  in 
Sharon — that  is  a  little  town  on  the  eastern  line  of  our  State,  and  the 
Ohio  State  line  is  the  western  corporation  line  of  the  village  of 
Sharon — if  he  should  buy  a  ticket  tnere  to  Columbus,  they  would 
charge  him  3  cents,  and  he  would  ride  a  quarter  of  a  mile  in  Pennsyl- 
vania and  the  rest  of  that  distance  in  Ohio. 

Mr.  Ryan.  I  think  they  have  changed  that. 

Mr.  Kennedy.  The  practice  of  the  railroads  has  been  that  way. 
Coming  from  a  convention  not  long  since  with  a  number  of  other 
parties,  they  all  laughed  at  me  for  not  getting  a  ticket  from  Roches- 
ter to  my  home.  I  said,  ''I  will  pay  on  the  train."  I  paid  at  the 
first  town  inside  the  Ohio  line,  and  when  I  got  home — the  distance  was 
only  about  13  miles  in  Ohio — I  got  home  for  fifteen  cents  less  than  the 
other  members  of  the  party  paid  for  their  tickets.  Now  how  can 
practices  of  that  kind  be  corrected  so  that  the  companies  will  not  do 
things  of  that  kind? 

Mr.  Ryan.  I  understand  that  has  been  corrected.  Is  not  that  true, 
Mr.  Hard  wick? 

Mr.  Hardwick.  I  think  Mr.  Kennedy  alludes  to  the  fact  that  a 
higher  rate  prevailed  in  an  adjoining  State. 

Mr.  Mann.  It  has  just  been  changed,  as  I  understand  it. 

Mr.  Kennedy.  They  can  charge  the  straight  rate  in  Pennsylvania. 

Mr.  Adamson.  They  will  not  allow  the  through  rate  to  be  more  than 
the  sum  of  the  local  rates. 

Mr.  Mann.  They  have  changed  that  lately. 

Mr.  Burke.  Was  not  that  on  the  theory  that  they  would  contest  the 
2-cent  rate? 

Mr.  Kennedy.  No.  After  they  had  amended  the  2-cent  rate  they  said 
thej'  were  making  more  money  on  it,  and  they  kept  up  that  price,  so 
that  they  practically  put  a  penalty  on  a  man  if  he  bought  a  ticket  in 
Indiana  or  Pennsylvania  into  Ohio. 

Mr.  Ryan.  Another  illustration  in  Ohio,  particularly  interesting  to 
me,  is  that  afforded  by  the  Ohio  Central  lines,  running  from  Toledo 
to  Columbus  and  the  Ohio  River.  The  2-cent  rate  has  enabled  this 
line  to-  take  some  of  the  business  from  the  traction  lines  running  down 
in  the  oil  fields,  but  this  has  not  been  sufficient  to  overcome  the  losses 
in  the  territorv  south  of  Columbus,  where  the  population  is  not  so 
dense.  But  what  is  true  of  these  lines  referred  to,  in  the  State  of  Ohio, 
is  also  true  of  all  the  lines  in  that  State,  namel}' — that  the  roads  have 
not  suffered  where  the  population  has  been  great,  but  they  have  suf- 
fered where  the  population  has  been  small. 

Thus  it  will  be  seen,  looking  at  the  question  from  whatever  point 
of  view  we  may,  we  must  invariably  find  that  the  only  reasonable 
basis  of  a  rate  exists  in  the  density  of  population,  which  means  the 
density  of  traffic.  Unless  this  is  fully  recognized  by  legislation  it  will 
not  only  mean  that  the  weak  lines  will  suffer  for  the  strong,  but  it  will 
also  mean  a  great  blow  to  development,  for  there  is  nothing  more  timid 
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than  capital,  and  investment  will  not  be  made  where  there  are  no  defi- 
nite promises  of  reward. 

I  can  not,  gentlemen,  make  my  point  too  strong  for  your  considera- 
tion, and  that  is  that  some  help,  no  matter  what  a  population  in  a  zone 
may  be  as  a  whole — some  help  should  be  given  to  the  line  that  is  new 
and  undeveloped  and  losing  mone}*^  and  trying  to  take  care  of  itself  and 

S reserve  itself  and  develop  its  territory.  I  know  that  we  are  not 
oing  it. 

The  Chairman.  Have  you  any  plan  that  you  can  suggest  whereby 
the  rate  might  be  diminished— by  law,  1  mean — where  there  is  great 
density  of  population,  and  still  be  permitted  to  obtain  at  the  present 
standard  in  the  less  populous  territories?  Have  you  some  plan  to  sug- 
gest on  that  line?  Your  argument  apparentl}'^  has  been  against  any 
change  at  all. 

Mr.  Ryan.  Any  change  to  atfect  us. 

The  Chairman.  Simply  because  there  are  certain  localities  in  which 
roads  are  located  that  could  not  bear  this  change  or  reduction,  your 
whole  argument  is  against  anything  that  looks  like  uniformity  of  action. 

Mr.  Ryan.  That  Ls  just  the  reason  why  I  can  not  suggest  anything 
that  would  mean  a  lower  rate  that  would  affect  us. 

The  Chairman.  Then,  according  to  your  argument,  there  must  be 
no  advance  or  progress  in  the  lowering  of  rates  throughout  this  coun- 
try, simply  because  there  is  here  and  there  a  road  that  can  not  stand 
the  reduction  and  be  prosperous? 

Mr.  Adamson.  In  connection  with  the  President's  suggestion 

The  Chairman.  Have  you  any  plan  to  suggest? 

Mr.  Ryan.  I  have  not  any  plan  that  woula  protect  the  weak  lines. 
I  have  not  any  plan  that  would  encourage  a  new  line  to  enter  a  field. 

The  Chairman.  That  is  the  great  difficulty  thus  far  in  this  discus- 
sion. You  gentlemen  have  contented  yourselves  with  assailing  every- 
thing that  has  been  suggested,  without  aiding  us  in  any  way  by  your 
superior  knowledge  toward  the  adoption  of  a  plan  that  will  work  in 
a  densely  populated  region  and  that  will  still  give  protection  to  your 
weak  lines. 

Mr.  Ryan.  Well,  Mr.  Chairman,  I  do  not  see  how  1  can  be  of  any 
assistance  to  you  in  proposing  a  plan  which  to  me  would  seem  to  kill 
all  of  our  hopes  for  the  future. 

The  Chairman.  Your  idea  is  that  of  the  graded  school,  that  regu- 
lates the  progress  of  every  scholar  by  the  stupiditj^  and  incapacity  of 
the  inferior  scholar  in  the  class? 

Mr.  Ryan.  Well,  I  do  not  know  that  it  is  exactly  tfiat.  I  do  not 
believe  that  it  is  your  desire  to  continue  to  strengthen  the  lines  that 
are  already  strong  and  to  injure  the  lines  that  are  now  weak,  and  to 

frevent  new  lines  from  entering  the  field  of  the  strong  lines,  because 
think  that  is  what  this  legislation  would  do. 

The  Chairman.  That  is  the  plan  of  nonaction.  Nonaction  strengthens 
the  strong  lines.  It  does  not  necessarily  interfere  with  the  progress 
and  the  maintenance  of  the  weak  ones;  but  if  nothing  is  done  the  strong 
lines  will  grow  stronger,  because  they  charge  these  higher  rates,  and 
it  does  not  benefit  your  lines  in  the  sense  of  competitors.  It  harms 
yours  in  the  sense  of  a  competitor. 

Mr.  Ryan.  It  may  be  that  the  strong  lines  will  continue  to  grow 
strong,  which  ever  way  you  handle  the  rate  question,  because  it  you 
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impair  our  ability  to  take  care  of  ourselves,  the  strong  lines  will  get 
us.     There  is  not  any  question  about  that. 

Mr.  Adamson.  Mr.  Ryan,  I  have  long  recognized  the  diflScultiea  of 
which  you  speak,  that  long  lines  of  young  railroad  running  through 
the  Southwest  and  South,  through  sparsely  settled  territory,  on  single 
tracks,  are  depended  upon  by  that  country  to  develop  it,  and  that  those 
linQ.s  of  road  labor  under  difficulties  which,  of  course,  are  not  experi- 
enced by  these  older  and  stronger  lines  in  more  populous  territory; 
and  yetthere  are  sections  even  in  that  Southwest  where  conditions 
exist  which  call  for  improvement,  either  voluntarily  by  the  railroads 
or  by  the  coercion  of  law,  if  necessary. 

Now,  when  you  come  in  and  defend  all  lines  of  railroad  against  a 
reduction  of  rates,  instead  of  defending  only  those  which  could  not 
sustain  a  reduction,  does  it  not  look  as  though  you  were  not  disponed 
to  do  anything  in  the  way  of  an  improvement  of  conditions?  I  am 
in  that  part  of  the  country  and  I  appreciate  the  conditions  that  pre- 
vail, and  I  have  been  conservative  and  slow  to  consent  to  any  legisla- 
tion b}^  Congress  that  would  crii)ple  you,  because  I  believe  it  would 
cripple  mv  country.  1  have  insisted  upon  that  here  and  upon  the 
floor  of  the  House  manv  times.  But  I  believe,  with  the  Chairman, 
that  it  would  be  better  for  you  if  you  can  conceive  some  gi*aduated 
scale  or  plan  by  which  justice  may  be  done  to  the  people  who  are  now 
receiving  injustice,  and  at  the  same  time  avoid  inflicting  damage  upon 
the  people  who  are  developing  the  country  and  assisting  you  m  your 
efforts  to  build  up  your  line. 

Mr.  Ryan.  Somebody  else  than  myself  will  have  to  speak  of  that. 
With  the  Atlantic  Coast  Line  and  the  Piedmont  Air  Lme  on  either 
side  of  us,  how  could  we  do  that  ( 

Mr.  Kennedy.  This  committee  might  conceive  that  neither  you  nor 
your  competing  lines  were  charging  too  much. 

Mr.  Ryan.  1  do  not  believe  that  it  is  necessary  for  you  to  go  back 
of  the  returns  of  anv  of  the  railroads  of  the  South  to-day.  I  do  not 
think  any  of  the  railroads  in  the  South  to-day  are  earning  more  than 
you  or  any  other  reasonable  body  of  men  would  say  they  are  entitled 
to  earn,  and  I  think  they  are  all  in  a  pretty  bad  way,  so  far  as  earnings 
are  concerned,  even  the  best  of  them;  even  the  Atlantic  Coast  Line 
and  other  old  established  roads.  1  think  their  net  earnings  have  gone 
all  to  pieces. 

Mr.  Kennedy.  I  want  to  refer  again  to  the  situation  in  Ohio.  The 
roads  you  speak  of  as  being  in  a  thickly  settled  portion  of  Ohio  are  the 
only  railroads  in  Ohio  that  have  competition  from  the  traction  lines. 
The  lines  you  speak  of  whose  earnings  are  not  increased  are  the  roads 
in  the  southern  part  of  the  State  where  there  are  no  traction  lines. 

Mr.  Ryan.  They  have  not  the  population. 

The  Chairman. 'Let  me,  in  this  connection,  or  in  connection  with 
the  query  that  I  put  to  you,  remind  you  that  all  gentlemen  who  have 
appeared  before  this  committee,  when  we  have  been  discussing  rate 
legislation,  have  urged  that  the  Interstate  Commerce  Commission  be 
not  given  the  initiative  in  the  establishment  of  rates.  All  the  corpo- 
rations have  objected  to  that,  and  nothing  of  that  kind  has  been  done. 
But  when  we  then  attempt  legislation  that  must  be  uniform  in  ifc? 
character  you  inveigh  agamst  that  because  of  its  inequalities  of  oper- 
ation. Now  the  Congress  must  either  act  in  this  matter  of  establish- 
ing a  mte  that  would  be  uniform,  or  the  Interstate  Commerce  Com- 
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mission  or  some  other  tribunal  must  be  given  the  power  so  that  they 
can  differentiate  between  the  different  roads,  the  strong  and  the  weak, 
unless  3'ou  gentlemen  can  help  us  to  some  solution  of  the  matter.  You 
are  the  men  who,  above  all  others,  are  familiar  with  the  subject  and 
should  know,  if  anybody  knows,  what  can  be  done,  so  that  justice  can 
be  done  to  the  weak  line  as  well  as  to  the  strong  line.  But  you  con- 
tent yourselves  invariably  with  inveighing  against  whatever  is  pro- 
posed, and  up  to  this  time,  so  far  as  I  have  been  a  member  of  the  com- 
mittee, and  so  far  as  I  can  recall,  no  one  of  you  has  ever  made  a  sug- 
gestion in  the  way  of  a  solution  of  the  difficulty.  Now  I  think  that 
18  scarcely  fair. 

Mr.  Ryan.  Mr.  Chairman,  I  hope  1  misunderstood  you,  because  1 
think  it  is  wrong  to  assume  positively  and  absolutely  that  a  rate  reduc- 
tion is  necessary,  that  it  must  come,  whether  by  your  legislative  body 
or  through  the  Interstate  Commerce  Commission.  There  is  a  very 
small  territory  now,  I  believe,  that  could  stand  a  lower  rate  than  now 
exists.  1  do  not  believe  a  rate  reduction  should  be  looked  for  by  you, 
or  by  the  Interstate  Commerce  Commission,  or  by  the  people,  or  by 
any  one  in  the  territory  served  by  the  Seaboard  Air  Line.  1  do  not 
think  it  should  be  in  any  part  of  the  South.  I  do  not  think  that  the 
travel  justifies  it ;  and  the  gentleman  [Mr.  Adamson]  who  spoke  of  his 
familiarity  with  the  conditions  along  the  Seaboard  will  bear  me  out  in 
this,  that  if  we  have  a  reduction  in  our  rates  and  we  have  to  economize, 
we  can  not  economize  in  the  character  of  our  tmins,  and  we  can  not 
economize  in  our  wages.  We  are  bound  by  the  labor  unions,  by 
organized  labor  bodies,  to  pay  a  certain  amount  to  our  men.  The  only 
way  we  can  economize  is  by  lessening  the  number  of  trains  on  our 
schedule  and  by  cutting  the  expenses  down  in  that  way. 

Now,  I  have  always  maintained  that  in  a  new  country— a  new  mil- 
road  country — such  as  that  served  by  the  Seaboard,  wHat  the  people 
need  more  than  anything  else  is  service,  and  we  have  been  following 
that  line.  Four  yeara  ago,  when  I  came  to  the  Seaboard,  the  tmins 
were  earning  about  60  cents  a  mile  from  pa.ssenger  business.  Mr. 
Barr,  the  general  manager  of  the  road  at  that  time,  was  not  an  opti- 
mist on  the  passenger  business.  He  did  not  think  there  was  any 
money  in  it  for  the  railroad,  and  he  was  in  favor  of  cutting  the  service 
down.  I  told  him  he  should  not  cut  it  down,  but  should  make  the 
existing  trains  earn  more,  so  that  there  would  be  no  loss  for  the  road; 
and  we  have  done  that,  and  just  as  soon  as  our  trains  begin  paying  the 
cost  of  operation,  not  counting  the  share  of  taxes  which  tney  should 
contribute,  and  which  should  be  included — when  the  trains  earn  about 
$1  a  mile — we  put  in  another  train  in  that  field,  some  of  the  new  trains 
paying  only  50  cents  per  mile. 

Now,  I  think  we  are  doing  our  ptirt  by  the  people,  and  I  think  the 
people  appreciate  it;  and  I  think  in  other  sections  also  the  people 
would  rather  have  that  additional  train  service  than  have  a  reduction 
in  the  rate,  which  undoubtedly  amounts  to  very  little  to  the  individual. 
The  individual  gets  but  a  small  return  from  it,  say  15  or  20  cents  to 
the  individual  on  a  short  trip,  and  it  does  not  therefore  cut  a  great 
deal  of  figure;  but  with  the  railroad,  where  that  accumulates,  it  amounts 
to  enoasfn  to  cripple  the  railroad. 

Mr.  Ma:nn.  Mr.  Ryan,  can  you  tell  us  what  increase  there  has 
been  in  the  passenger  traffic  on  your  road,  or  the  lines  which  compose 
it,  in  the  last  twenty  years? 
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Mr.  Ryan.  As  I  stated  before,  the  Seaboard  is  not  that  old. 

Mr.  Mann.  I  said  ''the  line«  which  compose  it."  Some  of  the  lines 
were  constructed  before,  I  understand? 

Mr.  Ryan.  It  was  not  completed  as  a  system  fifteen  years  ago. 

Mr.  Mann.  The  rate,  then,  per  mile  per  train  was  what? 

Mr.  Ryan.  I  can  not  go  back  beyond  four  years. 

The  Chairman.  Mr.  Kyan,  what  would  be  a  compensating  rate  for 
the  carriage  of  passengers  on  your  road? 

Mr.  Ryan.  I  beg  your  pardon,  Mr.  Chairman;  that  would  depend 
on  the  number  of  passengers. 

The  Chairman.  I  mean  as  it  is  now. 

Mr.  Ryan.  As  it  is  now,  to  make  us  come  out  even  and  give  us  com- 
pensation, it  would  be  3i  cents  a  mile. 

The  Chairman.  Now,  if  3i  cents  in  your  territory,  on  your  road, 
would  be  a  fair  compensatory  rate,  taking  into  account  the  density  of 
population,  which  you  have  made  so  important  a  point,  what  would 
ou  say  to  the  fairness  of  a  2i-cent  rate  on  the  Pennsylvania  Railroad, 
'or  example,  east  of  Pittsburg,  taking  into  consideration  its  density 
of  population? 

Mr.  Ryan.  I  think  the  Pennsylvania  Railroad  would  be  getting  too 
much  by  comparison.  I  do  not  know,  but  we  would  barely  pay  ex- 
penses at  3i  cents  at  our  present  business. 

The  Chair3Ian.  You  ought  to  be  fair  with  us  and  enlighten  us. 
What  would  you  say  about  the  comparative  justice  of  these  two  rates — 
3i  cents  and  2i  cents? 

Mr.  Ryan.  It  would  be  a  difficult  matter  to  explain  to  you.  The 
Pennsylvania  Railroad  earned,  according  to  the  last  statement  I  saw, 
$1.10  per  train  in  their  passenger  business.  It  showed  that  the  Penn- 
sylvania Railroad,  with  all  its  immense  travel  and  density  of  popula- 
tion, gives  the  people  so  much  service  that  they  do  not  earn  much 
more  than  the  cost  of  operating  the  trains.  Now,  if  you  compare  that 
with  ours,  you  would  have,  in  my  opinion,  to  reduce  the  number  of 
trains.  You  could  not  do  that.  It  is  simply  impossible.  The  condi- 
tions are  so  entirely  different,  the  demanas  on  the  railroad  are  so 
entirely  different,  that  you  must  take  everything  into  consideration. 

Mr.  Mann.  You  have  spoken  several  times  about  your  road  running 
through  ''a  new  country."  It  seems  like  a  queer  expression  to  a  gen- 
tleman who  was  born  seventv-five  years  after  the  State  of  North  Caro- 
lina was  admitted  into  the  ifnion.  What  do  you  mean  by  the  "  new 
country "  covered  by  the  Seaboard  Air  Line? 

Mr.  Ryan.  In  a  transportation  sense  it  is  new. 

Mr.  Mann.  Is  not  that  because  of  the  fact  that  the  railroads  of  the 
South  have  prevented  the  development  of  the  South  largely  through 
excessive  rates? 

Mr,  Ryan.  I  do  not  know.     I  think  the  South  has 

Mr.  Mann.  Is  it  not  true  that  the  lines  in  the  Western  States,  like 
Ohio  and  Indiana  and  Illinois  and  Wisconsin,  have  been  developed 
for  many  years  more  than  those  roads  have  been  developed  in  the 
South? 

Mr.  Ryan.   I  do  not  think  that  is  the  right  way  of  looking  at  it. 

Mr.  A  DAMSON.  It  is  only  in  the  last  fifteen  years  that  a  through  line 
was  discovered  through  the  South.  I  remember,  before  the  Piedmont 
Air  Line   was  estabTished,  that  you  had  to  'go  down  to  Tennessee, 
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through  Knoxville  and  Chattanooga,  to  get  to  Georgia,  making  a 
detour  around  North  Carolina. 

Mr.  Ryan.  I  do  not  know  how  long  the  Piedmont  Air  Line  has 
been  established.     I  think  it  was  established  about  1881  or  1882. 

Mr.  Adamson.  1  think  it  was  established  about  1882. 

The  Chairman.  The  hour  for  adjournment  has  arrived.  Are  you 
through,  Mr.  Ryan? 

Mr.  Ryan.  I  am;  j^es,  sir;  unless  you  want  to  ask  me  some  more 
questions. 

The  Chairman.  No,  1  think  not.  The  committee  will  then  stand 
adjourned. 

[Thereupon,  at  12  o'.clock  noon,  the  committee  adjourned.] 


Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Washington^  1),  6'.,   Wediieaday^  January  ^S^  1907, 
The  committee  met  at  10.30  o'clock  a.  m. 

Present:  Representatives  Sherman,  (acting  chairman).  Wander, 
Stevens,  Esch,  Townsend,  Gaines,  Kennedy,  Adamson,  Ryan,  Rich- 
ardson, and  Bartlett. 

Present,  also,  L.  E.  Payson,  esq.,  Hillary  A.  Herbert,  esq.,  S.  H. 
Hard  wick,  esq.,  and  others. 

STATEMENT  OF  S.  H.  HABDWICK,  ESa,  PASSENGER  TRAFFIC 
MANAGER,  SOUTHERN  RAIIiWAT. 

Mr.  Hardwick.  Mr.  Chairman  and  gentlemen  of  the  Committee: 
While  I  shall  hold  myself  obedient  to  the  wishes  of  the  Committee,  and 
endeavor  to  answer  such  questions  as  may  be  asked  as  best  I  can  at 
any  time,  yet,  as  I  have  had  the  privilege  of  being  at  all  of  these 
hearings,  I  have  thought  it  might  be  more  agreeable  to  the  Commit- 
tee to  let  me  re^  the  memorandum  which  I  have  prepared,  because  in 
that  I  have  tried  to  cover  some  of  the  points,  or  most  of  the  points, 
or  all  that  I  could  remember,  that  needed  or  seemed  to  me  to  need  to 
be  alluded  to  in  the  memorandum.  And  by  the  presentation  of  the 
matter  in  this  way  I  think  the  Committee  will  possibly  be  saved  time, 
and  may  perhaps  get  a  better  understanding  of  the  continuity  of  the 
thought  which  1  wish  to  present  in  this  way.  But,  as  stated,  I  shall  at 
any  time  be  glad  to  answer  any  questions^  which  the  Committee  maj' 
wish  to  ask  the  best  that  1  can. 

Mr.  Esch.  Mr.  Hardwick,  will  you  give  your  oflBce  and  the  road 
you  represent,  for  the  record,  please? 

Mr.  Hardwick.  Yes,  sir;  I  am  passenger  traflBc  manager  of  the 
Southern  Railway. 

The  tremendous  importance  of  the  propositions  as  presented  in  bills 
H.  R.  20153,  H.  R.  21572,  and  H.  R.  22133  is  simply  incalculable. 

They  present  at  once  innovations  not  heretofore  considered  by  any 
passenger  traffic  oflBcial.     If  either  of  these  measures  were  to  become 
effective  it  would  revolutionize  the  passenger  traffic,  the  bases  of  rate 
adjustments,  and  the  methods  of  conduct  of  the  passenger  traffic  of  this- 
country. 
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What  are  the  demands  and  what  are  the  benefits  of  these  measures  if 
That  side  of  these  propositions  has  not  been  presented,  although  at 
the  beginning  of  these  hearingjs  the  chairman  tirst  invited  anyone 
present  who  desired  to  be  heard  in  favor  of  these  measures  to  proceed, 
and  no  answer  was  made,  and  no  one  seemed  to  be  present  desiring  to 
be  heard  in  favor  of  these  bills  or  either  of  them.  So  that  while  we 
have  not  had  the  benefit  of  hearing  any  reasons  presented  why  such 
proposed  measures  should  be  enacted  bj^  Congress,  we  are,  therefore, 
at  a  loss  to  know  what  is  really  to  be  said  in  favor  of  these  measures; 
but  we  have  been  made  acouainted  with  many  forceful  and  cogent 
arguments  in  opposition  to  all  of  them. 

While  the  same  generic  idea  seems  to  run  through  these  several 
measures,  that  idea  is  expressed  diversely  mainly  in  three  forms: 

First.  In  H.  R.  20153  a  national  interchangeable  mileage  ticket,  at 
the  uniform  rate  of  2  cents  per  mile,  is  required  to  be  unlimited  as  to 
time  of  use  or  redemption. 

Second.  H.  K.  22133  requires  that,  in  addition  to  mileage  coupons 
for  interstate  passenger  traffic,  tickets  shall  also  be  sold  at  the  uniform 
rate  of  2  cents  per  mile. 

This  seems  to  fix  the  maximum  rate  for  interstate  trip  tickets,  as 
well  as  for  mileage  tickets.  This  measure  thus  specifying  that  the 
uniform  rate  for  tickets  shall  be  2  cents  per  mile  does  not  leave  it 
optional  with  the  carrier  to  make  an}^  reduction  from  the  2  cents 
because  it  plainly  states  the  uniform  rate  shall  be  2  cents. 

It  is  further  specified  that  such  tickets  and  mileage  coupons  shall  be 
good  in  the  hands  of  any  holder  and  shall  be  unlimited  as  to  time  of 
use  or  redemption. 

Tho  specification  of  this  rate  for  tickets  to  be  uniform  at  2  cents 
per  mile  would  make  it  impossible  for  the  carrier  to  make  a  rate  for 
any  pui-pose  either  higher  or  lower  than  2  cents  if  the  rate  is  to  be 
uniform. 

Third.  H.  K.  21572  not  only  specifies  2  cents  per  mile  as  the  maximum 
rate  for  interstate  passenger  fares,  for  tickets,  or  mileage  books,  which 
it  says  shall  be  the  dut}^  of  every  railway  company  to  keep  constantly 
on  hand  at  its.  offices  and  stations,  then  says  when,  by  reason  of  failure 
to  do  wso  a  passenger  shall  be  unable  to  purchase  a  ticket,  the  cash  fare 
collected  shall  not  exceed  2  cents  per  mile.  There  is  no  specification 
here  how  far  that  2  cents  per  mile,  presumably  thus  paid  upon  the 
train,  shall  run;  that  is,  whether  or  not  for  such  reasons  a  passenger 
boarding  a  train  at  New  York  shall  be  unable  to  purchase  a  ticket 
or  mileage  book  shall  pay  his  way  through  on  the  train  to  New 
Orleans  or  to  San  Francisco,  and  if  so,  how  would  it  be  possible  for 
the  conductor  in  charge  of  the  train  to  collect  the  proper  through  rate  ? 
The  same  would  be  true  if  a  passenger  were  to  board  the  train  at  some 
intermediate  local  station  or  at  some  distant  point  desiring  to  go  to 
New  York.  I  merel3^  point  this  out  to  express  the  impracticability  of 
such  a  measure. 

Furthermore,  H.  R.  21572  provides  that  when  a  passenger  desires 
to  buy  a  mileage  ticket,  which  ticket  must  be  kept  on  sale  at  all  sta- 
tions, to  be  good  upon  any  railroad  en^ged  in  interstate  commerce, 
the  railroads  on  which  these  mileage  tickets  are  to  be  good  shall  be 
specified  therein.  The  author  of  this  bill  has  stated  in  these  hearings 
that  this  was  intended  to  mean  that  any  passenger  desiring  to  purchase 
a  mileage  ticket  which  shall  be  good  for  any  interstate  ]ourney,  may 
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appear  at  any  station  in  the  United  States  and  ask  any  ticket  agent  to 
supply  him  with  a  mileage  ticket  good  over  any  number  of  railroads 
which  he,  the  intending  purchaser,  may  specify.  Understanding  there 
are  in  round  numbers  950  railroads  m  the  Cnited  States,  it  will  he 
seen  how  imprat*ticable  such  a  law  would  be  if  several  passengers,  or  1 
may  say  even  one  passenger,  were  to  apply  to  a  ticket  agent  at  a  small 
station  only  a  short  time  before  the  train  came  along  (and  I  beg  leave 
here  to  remind  the  committee  that  the  State  laws  generally  require 
that  the  ticket  offices  shall  be  open  not  more  than  half  an  hour  before 
the  departure  of  a  train)— how  could  such  a  ticket  agent  at  such  a 
station  undertake  to  fill  in  a  mileage  book  with  the  names  of  any  large 
number  of  railroads  in  the  Unitea  States?  The  congestion  and  delays 
would  be  naanifestly  greater  at  larger  centers  where  there  are  a  larger 
number  of  passengers  to  have  their  mileage  books  thus  tilled  in. 

The  arguments  made  by  the  gentlemen  who  have  preceded  me  have 
pointed  out  the  impractica])ility  of  any  national  interchangeable  mile- 
age ticket  arrangement  whereby  unwilling  copartnership  in  the  matter 
of  credit  and  of  one  road  expending  its  cash  for  the  redemption  of 
some  more  or  less  uncertain  coupons  or  strips  of  paper  whic^h  shall 
purport  to  be  issued  as  interchangeable  mileage  by  some  insignificant 
and  unknown  i*ailroad  located  somewhere  in  some  remote  part  of  this 
country  merely  because  such  a  road  shall  come  under  the  terms  of 
these  measures;  that  is,  shall  be  engaged  in  interstate  traffic. 

The  genuineness  of  such  coupons  or  strips  of  paper  thus  purporting 
to  be  actual  mileage  issued  under  the  terms  of  these  measures  could 
never  be  ascertained,  and  yet  thousands  of  dollars  in  value  could  be 
demanded  and  collected  of  the  solvent  railroads  throughout  all  this 
country;  and  later  on,  if  it  were  found  that  this  was  entirely  a  coun- 
terfeit issue  or  fraudulent  transaction,  the  road  which  had  naid  the 
mone}'  for  the  redemption  would  simply  have  to  pocket  its  loss,  for 
presumably  it  is  not  meant  that  Congress  shall  underwrite  these  trans- 
actions and  guarantee  the  revenue  protection  of  every  carrier  which 
has  performed  its  service  in  good  faith,  and  that  the  Government  of 
the  United  States  shall  undertake  by  these  measures  to  save  such  car- 
riers harmless  against  such  frauds  and  money  losses. 

No  period  of  time  is  set  for  the  limitation  of  the  validity  or  the 
redemption  of  such  mileage  tickets,  and  no  provision  is  made  for  the 
roads  actually  honoring  such  mileage  to  obtain  their  money,  because 
any  i-ailroad  selling  these  tickets  to-day  might  pass  into  bankruptcy 
to-mon-ow,  and  yet  the  mileage  actually  issued  would  under  the  terms 
of  these  measures  be  obliged  to  be  honored  in  any  of  the  years  to  come 
whenever  they  were  presented  to  any  of  the  railroads  in  the  L^nited 
States  engaged  in  interstate  traffic. 

No  railroad  could  ever  know  what  credits  or  debits  it  had  actually 
outstanding,  because  it  could  never  know  when  its  own  mileage  would 
actually  be  honored,  nor  when  it  would  be  called  upon  to  honor  the 
mileage  of  some  other  railroad,  which  coi'poration  might  have  previ- 
ously passed  out  of  existence. 

On  Its  face  the  proposition  is  to  furnish  mileage  in  the  denomination 
of  1,000  miles,  and  yet  there  is  no  requirement  that  1,000  miles  shall 
be  i^ed,  but  the  redemption  feature  sa^^s  that  these  tickets  shall  be  re- 
deemed at  any  office  of  any  railroad  company  whenever  presented. 
So  that  a  passenger  need  onlv  travel  1  mile,  or  50  miles,  or  100  miles, 
and  thus  get  the  benefit  of  the  flat  2-cent  rate,  which  rate  itself,  thus 
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obtained,  would  be  a  discrimination  and  a  violation  of  the  terms  of  the 
interstate  commerce  law  if  in  conflict  with  the  tariflfs  which  the  road 
thus  honoring  this  mileage  had  on  file  with  the  Interstate  Commerce 
Commission  and  which  tariffs  it  was  bound  to  observe  in  this  particu- 
lar case. 

Such  proposed  interstate  mileage  ticket  would  of  itself  also  present 
man}'  otner  conflicts  and  much  confusion.  For  example,  such  a  ticket 
sold  in  New  York  would  be  good  for  a  trip  to  Trenton,  N.  J.,  but 
would  not  be  good  from  Trenton  back  to  Jersey  City.  It  would  also 
be  good  from  New  York  to  Greenwich,  Conn.,  but  would  not  be  good 
from  Greenwich  to  Stamford,  Conn.  Neither  would  it  be  good  from 
New  York  City  to  Albany.  It  would  be  good  from  St.  Louis  to  any 
Illinois  point  across  the  river,  but  would  not  be  good  from  St.  Louis  ti) 
any  point  in  the  State  of  Missouri.  It  would  be  ^ood  from  Chicago  to 
any  Indiana  point,  but  would  not  be  good  from  Chicago  to  any  point  in 
the  State  of  Illinois.  It  would  be  good  from  Chattanooga.  Tenn.,  to 
Dalton,  Ga.,  but  would  not  be  good  from  Chattanooga  U)  Knoxville, 
etc.  It  would  be  good  from  Columbus,  Ga.,  to  any  point  across  the 
river  in  Alabama,  but  would  not  be  good  from  Columbus  to  Atlanta, 
nor  any  other  point  in  Georgia.  It  would  be  good  from  Augusta,  Ga., 
to  any  point  across  the  river  in  South  Carolina,  but  would  not  be 
good  to  Savannah,  Atlanta,  nor  any  other  point  in  Georgia.  And  so 
we  might  go  on  multiplying  many  hundreds  of  points  where  such  con- 
flict and  confusion  would  prevail. 

Hence,  it  has  never  occurred  to  any  passenger  man  to  hitherto  con- 
sider seriously  any  such  innovations  in  the  matter  of  mileage  ticket, 
and  frankly  stated,  I  do  not  believe  that  anyone,  certainly  any  pas- 
senger man,  could  satisfactorily  explain  such  apparently  indefensible 
conditions  to  his  patrons. 

Many  other  impracticable  and  defective  features  of  the  proposed 
national  interchangeable  mileage  ticket  could  be  pointed  out,  but  we 
must  move  along  to  consider  the  actual  effect  of  all  this  proposed  leg- 
islation now  under  considemtion  before  this  committee. 

The  next  point  seems  that  of  proposing  to  establish  a  uniform  maxi- 
mum passenger  rate  for  interstate  fares  all  over  this  great  country. 

Manifestly  if  such  reduction  of  rate  as  must  follow  the  readjustment 
of  nearly  all  interstate  rates  in  this  country  were  considered  to  be 
profitable  they  would  be  promptlv  adopted,  or  I  may  say,  with  all  due 
respect,  would  have  been  adoptecf  long  since  by  the  passenger  men  of 
this  country,  and  we  would  not  now  need  to  be  in  court  before  this 
honorable  body  to  make  objections  to  these  propositions. 

Mr.  Adamson.  Major,  does  it  bother  jou  to  be  interrupted  J 

Mr.  Hardwick.  Not  at  all,  sir.  I  said  that  I  would  prefer  to  finish 
this  statement,  because  I  think  that  I  have  covered  the  various  points; 
but  I  shall  be  very  glad  to  answer  any  questions  that  I  can. 

Mr.  Adamson.  I  want  to  ask  you  just  one  question,  for  fear  I  will 
forget  it.  When  you  have  these  voluntary  interchangeable  milage 
books,  which  you  do  have — and  I  see  you  are  fixing  up  a  new  system 
now  in  the  South. 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Adamson  (continuing).  When  any  road  sells  one  of  those  books, 
there  is  no  account  made,  or  any  attempt  at  settlement,  until  the 
coupons  are  taken  out  and  turned  in  to  tne  roads,  and  tne  various 
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roads  send  them  in  to  the  selling  road.  Then  you  take  them  up  and 
account  for  them? 

Mr.  Hardwick.  That  is  right;  yes,  sir. 

Mr.  Adamson.  1  just  wanted  to  know  your  system  of  handling  those 
books. 

Mr.  TowNSEND.  Will  you  cover,  before  you  get  through,  the  propo- 
sition that  they  shall  sell  a  thousand-mile  book  for  $20,  for  instance, 
instead  of  $25  or  ^0,  and  then  redeem  the  cover? 

Mr.  Hard>vick.  I  have  not  alluded  to  that  particular  method  of 
ticketing,  because,  speaking  just  for  myself,  I  do  not  believe  in  it.  I 
believe  in  selling  your  transportation  at  the  flat  rate  which  is  to  be 
used.  Some  railroads  believe,  when  the}'  make  a  concession  volun- 
tarily to  the  public,  that  they  have  a  right  to  make  a  reasonable  regu- 
lation: and  they  consider  that  reasonable.  But  for  myself,  I  say  I 
have  never  engaged  in  that,  nor  do  I  believe  in  it. 

Mr.  TowNSEXD.  Do  you  not  think  that  is  one  of  the  most  serious 
objections  to  the  railroad  practices  in  the  past? 

Mr.  Hardwick.  I  think  that  point  has  been  raised,  yes,  sir;  but 
in  the  South,  I  should  say,  Mr.  Townsend,  that  we  are  eminently 
old  fashioned,  and  we  are  very  conservative.  We  are  honoring  now 
the  same  form  of  mileage  book  that  we  began  to  honor  over  forty 
years  ago,  and  we  have  never  had  any  complaint  of  it  in  any  way, 
shape,  or  form  whatsoever. 

Mr.  Bartlett.  So  long  as  you  have  been  interrupted,  I  would  like 
to  ask  this  question:  I  understand — I  do  not  know  that  it  is  the  fact — 
that  the  Southern  Kailroad  and  the  Central  Railroad  of  Georgia  and 
the  Atlantic  Coast  Line  and  the  Seaboard  Air  Line  have  all  made 
arrangements  already,  so  far  as  Georgia  is  concerned,  to  have  inter- 
changeable mileage  books. 

Mr.  Hardwick.  Nearly  all  of  the  roads  in  the  South  have  now, 
beginning  day  before  yesterdav,  an  interchangeable  arrangement  on  a 
basis  of  2i  cents  on  a  1,000-mile  ticket. 

Mr.  Bartlett.  I  was  informed  of  that  by  the  agent  of  the  Georgia 
Railroad  when  1  came  up  here. 

Mr.  Hardwick.  At  Macon,  Ga.  ? 

Mr.  BARfLETT.  At  Macon,  Ga. ;  and  I  was  shown  the  mileage  ticket 
by  him  and  also  by  the  agent  of  the  Southern  Railroad,  and  it  was 
one  that  was  interchangeable  on  almost  any  road  I  wanted  to  come 
to  Washington  on,  or  any  road  1  wanted  to  ride  on  in  Georgia,  after  I 
got  back  from  Washington,  if  1  had  not  used  it  up. 

Mr.  Hardwick.  Now,  since  the  Southern  Railway  mileage  has  been 
united  with  that,  it  practically  covers  all  that  might  be  needed. 

Mr.  Bartlett.  One  word  in  reference  to  your  redemption  of  the 
unused  part.     Do  you  do  that,  Mr.  Hardwick? 

Mr.  Hardwick.  At  the  present  time  our  method  of  redemption — 
and  I  would  like  the  committee  to  hear  this — is  that  we  sell  a'mileage 
ticket  for  $25,  and  that  presupposes  1,000  miles  of  travel;  that  the 
pavssenger  is  to  do  something  on  his  part  to  get  that  reduction;  and  the 
proposition  in  the  first  place  from  the  railroad  is  that  he  shall  use 
1,000  miles.  If  he  fails  to  do  that  within  a  year  (which  is  an  ample 
and  liberal  allowance),  then  if  he  wants  that  redeemed,  we  deduct  from 
the  unused  mileage  the  actual  tariif  value  of  the  mileage  which  has 
been  used,  and  we  give  him  the  diflference.     But  we  do  not  redeem  it 
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at  its  fiice  value  of  2i  cents  because  for  reasons  of  his  own,  whatever 
they  may  be,  he  has  not  carried  out  his  part  of  the  a^^reenient. 

Mr.  Bartlett.  The  reason  1  asked  that  question  was  that  1  got 
some  information  from  Mr.  Brown,  upon  inquiry,  on  that  point. 

Mr.  Haudwick.   Yes,  sir;  that  is  correct. 

Mr.  Bartlett.  Now,  one  more  questioii;  and  1  will  not  ask  any 
more.  Take  the  instance  quoted  as  a  matter  of  regulation:  What 
ol)jection  would  you  have,  or  what  objection  is  there,  to  issuing  one 
miicajre  ticket  to  be  used  by,  say,  a  man  and  his  wife^  I  understand 
that  can  not  be  done  now.  Why  ^  What  objection  would  there  be  to 
that? 

Mr.  Hardwic'K.  My  own  idea  of  that,  Mr.  Chairman  and  gentlemen, 
is  that  unless  you  have  the  privilege  on  the  part  of  the  carrier  to  make 
some  conditions  on  the  part  of  the  purchaser  which  shall  be  reasonable, 
unless  you  shall  stipulate  in  that  book  who  thej>e  parties  are,  then  you 
will  necessarily  estal)lish  a  Hat  rate.  If  it  aj^plies  to  more  than  1 
person,  then  why  not  to  10  J  and  if  to  10,  why  not  to  100^  and  then 
why  not  to  anybody  f  So  we  have  thought,  when  we  made  this  great 
reduction  from  our  tariffs,  that  we  would  have  a  right  to  expect  that 
the  passenger  would  use  that  mileage  himself. 

Mr.  Bartleit.  But  is  it  not  a  fact — I  am  not  indicating  that  I  have 
any  bent  upon  the  subject,  but  merely  asking  for  information — is  it 
not  a  fact  that  previous  to  this  time,  some  ^'^ears  ago,  there  were 
1,000-niile  tickets  issued  to.  sa}',  business  houses  which  were  used 
by  their  traveling  men,  not  contined  to  the  particular  traveling  man 
that  used  the  top  of  the  book  at  the  time  it  was  issued?  In  other 
words,  take  the  case  of  Waxelbaum  &  Co.  and  others  in  Macon. 

Mr.  Hardwick.  Not  by  us,  sir.  We  have  always  dealt  with  each 
man  individually,  when  he  tried  to  make  a  contract  with  us  to  obtain 
some  concession  in  the  way  of  reduction  on  our  rates. 

Mr.  Bartlett.  I  am  not  confining  it  to  the  Southern  Railroad.  Do 
you  not  know,  or  do  you  know,  that  that  has  been  donei 

Mr.  Hardwk  K.  I  do  not,  sir. 

Mr.  Adamson.  If  you  sold  a  l,()00-n)ile  book,  and  the  passenger 
lacked  800  miles  of  using  it  up  when  it  expired,  you  would  give  him 
credit  for  that  800  miles  on  a  new  book,  I  supposed 

Mr,  Hardwick.  No,  sir;  we  always  give  him  his  money  back.  We 
make  him  a  voucher,  and  that  is  a  very  large  part  of  our  office  work 
here.  A  considerable  part  of  it  consists  of  our  redemptions,  which 
I  want  to  say  is  not  well  understood  by  the  public. 

Mr.  Adamson.  You  do  not  renew  the  remainder  and  let  him  use  it 
the  next  year? 

Mr.  Hardwk^k.  We  have  always  redeemed  all  unused  tickets  or 
unused  portions  of  tickets.  We  have  always  dealt  with  the  public 
exactly  on  the  square.  We  have  never  wanted  to  obtain  one  penny 
or  retain  one  penny  that  was  not  ours.  Ikit  we  redeem  this  mileage 
outright  and  give  that  man  his  monev;  he  buys  a  new  ticket  under 
the  conditions,  and  then  goes  ahead,  lie  is  not  out  any  money  at  all; 
but  we  just  prefer  to  make  it  a  clean-cut  transaction. 

Mr.  Bartlett.  Not  to  interrupt  you — pardon  me — 3^ou  say  you 
redeem  it.  As  I  understand  it,  if  lie  uses  700  miles  before  the  expira- 
tion of  the  time  of  the  ticket,  you  calculate  700  miles  at  the  8-cent  rate  I 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Bartlett.  That  is  the  way  you  redeem  it^ 
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Mr.  Hardwick.  That  would  amount  to  ^21,  and  he  would  then  ^et 
the  difference  between  ^21  and  the  ^)i6  that  he  paid  tor  it — ^4. 

Mr.  Adamson.  He  would  get  back  H  cents  a  niilo. 

Mr.  Hardwick.  He  would  get  back  all,  of  course,  that  he  was 
entitled  to.     He  would  get  the  benefit  of  that  which  he  had  agreed  to. 

The  Acting  Chairman.  In  other  words,  he  would  be  nothing  out 
because  of  having  purchased  the  ticket? 

Mr.  Hardwick.  No,  sir;  and  I  would  like  to  say  that  a  limitation 
of  a  year  on  a  mileage  ticket  good  on  so  large  a  system  as  the  Southern 
Railway,  7,500  miles,  for  example,  is  not  an  unreasonable  proposition. 
We  sell  him  that  ticket  to  get  him  to  travel  the  1,000  miles  over  our 
road. 

Mr.  \V ANGER.  How  about  the  300  miles  redeemed^  Do  you  redeem 
that  at  3  cents  or  2.V^ 

Mr.  Hardwick.   For  the  used  mileage,  sir,  we  charge  hfm  3  cents. 

Mr.  Wanger.  Oh,  I  see. 

Mr.  Kennedy.  He  does  not  lose  at  all;  he  simply  neither  makes  nor 
lo?es  by  the  transaction? 

Mr.  Hardwick.  No,  sir;  he  does  not  stand  to  gain  anything  until 
he  has  used  the  1,000  miles,  the  ^25  worth  of  mileage. 

Mr.  Wanger.  You  have  the  use  of  his  $25  during  the  length  of  time 
he  has  paid  it  in  advance. 

The  Acting  Chairman.  If  he  used  1)00  miles  and  did  not  use  the 
other  100,  he  would  be  $2  ahead. 

Mr.  Bartlett.  Do  you  sell  a  man  a  straight  ticket,  say,  from  points 
in  Georgia  to  New  York  ? 

Mr.  Hardwick.  No,  sir;  we  limit  all  transportjition  we  sell.  I  think 
every  ol>ligation  of  every  railroad  company  must  necessarily  be  limited. 

Mr.  Bartlett.  I  do  not  know  whether  you  can  do  that  or  not  if  ho 
pays  full  fare. 

Mr.  Wanger.  Is  this  mileage  interchanoreable  between  the  Southern, 
the  Atlantic  Coast  Line,  and  the  Seaboard  Air  Line^ 

Mr.  Hardwick.  Yes,  sir.  It  only  began  in  the  larger  sense  day 
before  3'esterday.  The  Southern  Railway  established  the  interchange- 
able mileage  in  the  southeast  many  years  ago,  but  it  has  always,  until 
a  few  days  ago,  confined  it  to  its  own  system  and  the  auxiliary  systems, 
which  made  it  good  for  about  ten  to  twelve  thousand  miles.  We  have 
now  gone  in  with  all  the  other  milroads  in  the  southeast  which  have 
engaged  w^ith  us  in  this,  and  now  it  is  good  for,  roughlv  speaking, 
25,000  miles.      * 

Mr.  Bartlett.  But,  Mr.  Hardwick,  you  do  not  niean  to  say  that 
simpiv  a  few  days  ago  you  did  that  as  to  Georgia,  or  that  this  has 
been  interstate 

Mr.  Hardwick.   Everywhere;  yes,  sir. 

Mr.  Bartlett.  But  before  this  you  have  had — I  will  not  say  in  any 
other  State — but  before  this  you  have  had  in  (ieorgia  for  probably  six 
or  eight  or  ten  months  interchangeable  tickets  good  in  Georgia? 

Mr.  Hardwick.  Only,  sir,  wiUi  the  affiliited  lines  of  the  Southern 
Railway.  We  did  not  interchange,  for  instance,  with  the  Georgia 
Railroad. 

Mr.  Bartlett.  You  did  with  the  Georgia  Southern  and  Florida 
and  the  Central? 

Mr.  Hardwick.  We  did  with  those;  yes. 

Mr.  Bartlett.  They  cover  pretty  nearly  the  whole  South? 
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Mr.  Kennedy.  Mr.  Hardwick,  suppose  a  mileage  ticket  should  be 
sold  by  one  of  the  roads  making  up  this  system,  and  200  miles  of  that 
mileage  should  be  ridden  out  on  that  road  and,  say,  500  miles  ridden 
out  on  the  other  roads  of  the  system,  and  then  the  book  should  be 
brought  back  and  redeemed  by  the  road  in  Washington? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Kennedy.  Would  it  make  a  profit  or  get  a  rebate  from  the 
other  roads? 

Mr.  Hardwick.  No,  sir. 

Mr.  Kennedy.  How  would  that  be  adjusted? 

Mr.  Hardwick.  We  do  not  make  any  profit. 

Mr.  Kennedy.  Where  would  the  money  go  in  the  redeeming,  when 
the  auditor's  oflice  settled  that  transaction? 

Mr.  Hardwick.  It  would  be  apportioned  to  the  roads  which  had 
used  the  mileage. 

Mr.  Bartlett.  To  the  roads  taking  it  up,  you  mean? 

Mr.  Hardwick.  Yes. 

Mr.  Kennedy.  Would  they  be  paid  full  3  cents  a  mile  for  the  mile- 
age which  they  had  taken  up? 

Mr.  Hardw  oc.  Yes,  sir;  which  they  had  used. 

Mr.  EscH.   Do  you  sell  more  than  a  i,Oo()-mile  ticket? 

Mr.  Hardwick.  We  have  a  2,000-mile  ticket;  yes,  sir. 

Mr.  EscH.  Do  you  run  up  to  5,000? 

Mr.  Hardwick.  No,  sir;  2,000  is  the  highest. 

Mr.  EscH.  Do  you  sell  a  2,()00-mile  ticket  at  the  same  rate  that  you 
sell  a  1,000-mile  ticket? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  EscH.  Two  and  a  half  cents  a  mile? 

Mr.  Hardwick.  Yes,  sir;  $50.  1  would  like  to  say  that  in  my  expe- 
rience of  more  than  twenty-five  years  as  a  passenger  man  connected 
with  our  system  the  sale  of  2,000-mile  tickets  nas  been  so  small  that  it  is 
utterly  insignificant.  No  demand  is  ever  made  for  more  than  a  1,000- 
mile  ticket. 

Mr.  EscH.  There  would  not  be  any  purpose  in  doing  that? 

Mr.  Hardwick.  No,  sir. 

Mr.  EscH.  It  would  simply  tie  up  their  money? 

Mr.  Hardwick.  Except  the  convenience  of  having  a  mileage  book; 
but,  as  a  matter  of  fact,  they^  do  not  do  that. 

Mr.  Escii.  Do  you  think  that  if  you  made  it  2i  cents  that  would 
largely  increase  the  sales  of  the  2,006-mile  book? 

Mr.  Hardwick.  No,  sir.  We  think  that  the  concession  is  just  aa 
great  as  the  carriers  can  reasonably  make  at  2i  dents. 

Mr.  EscH.  I  did  not  know  but  what  the  increased  traflSc  resulting 
from  a  quarter  of  a  cent  reduction  on  a  2,000-mile  ticket  would  bS 
enough  to  make  good 

Mr.  Hardwick.  No,  sir;  I  will  come  to  that  a  little  later. 

Mr.  EscH.  All  right;  excuse  me. 

Mr.  Bartleit.  Ma}''  I  ask  you  one  more  question?  Take,  for 
instance,  the  rate  from  Macon  to  New  York — $25.  There  would  be  no 
inducement  for  a  man  to  buy  a  1,000-mile  ticket  from  Macon  and 
Atlanta  in  the  matter  of  saving  any  money,  would  there?  It  would 
be  about  the  same. 

Mr.  Hardwick.  Not  very  much;  and  i  want  to  say  right  there,  on 
that  point,  that  most  of  the  long-line  interstate  fares  of  this  country 
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areon  abajiisof  between  2  and  2i  cents.     That  comes  about  for  various  - 
reasons,  which  1  may  allude  to. 

The  maximum  rate,  of  course,  can  niever  in  the  nature  of  passenger 
traffic  be  theavorage  rate,  nor,  indeed,  can  it,  save  in  very  rare  instances, 
or  for  very  small  volume  of  traffic,  be  the  actual  rate  obtained  by  any 
of  the  carriers.     Competition  is  the  first  cause  of  this. 

Nothing  has  contributed  more  to  the  advancement  of  the  develop- 
ment or  the  prosperity  of  this  country  than  the  constant  watchfulness 
and  adjustment  of  rates  of  passenger  fares  as  made  by  the  carriers 
from  the  beginning  of  the  existence  of  the  carriers  on  down  to  the 
present  day. 

The  density  of  population  is,  as  you  gentlemen  have  witnessed,  the 
principal  controlling  factor  of  these  rate  adjustments,  and  you  nave 
seen  how,  as  steadily  as  this  density  of  population  increased,  the  bases 
of  rate  adjustment  of  passenger  traffic  are  lowered. 

Beginning  in  New  England,  w^here  the  population  first  began  to 
be  the  more  dense,  the  reduction  of  passenger  fares  was  first  begun. 
Then  observe  how,  as  the  center  of  population  has  moved  westward, 
on  even  lines  these  passenger- rate  adjustments  have  followed  that 
density  of  population,  so  that  now  you  find  systems  of  interchange- 
able mileage  arrangements  extending,  say,  from  New  England  to  the 
Miasouri  River,  on  the  basis  of  2  cents  per  mile  net. 

You  also  see  the  regular  rate,  or  what  is  known  to  the  railroad  men 
as  the  flat  rate,  per  mile  throughout  this  entire  stretch  of  country 
from  the  East  to  the  West  is  gradually  being  adjusted  on  a  lower  basis 
as  the  density  of  population  increases  and  tne  patronage  thus  yielded 
from  that  population  will  justifv  a  commensurate  retuin  for  the 
service  provided  by  the  railroads  in  that  section  of  the  country. 

We  have  yet  to  know — and  I  challenge  at  this  point  any  refutation 
of  the  statement — I  sa}'^  we  have  yet  to  Know  a  single  meritorious  case 
wherein  an  appropriate  re(|uest  for  a  meritorious  occasion  for  the 
reduction  of  passenger  fares  has  ever  been  made  to  any  railroad  in 
this  country  wherein  the  public  was  to  be  benefited,  and  the  railroads 
have  declined  on  such  special  occasion  to  make  such  reduction. 

Mr.  Tow^8.:ni).  May  1  call  your  attention  right  there,  Mr.  Hard- 
wick,  to  tht^  case  of  the  Michigan  Central  Railroad  in  Michigan^  Are 
vou  familiar  with  that? 

Mr.  Hardwick.  Fairly  well,  sir. 

Mr.  TowNSKND.  You  will  recall  that  under  the  charter  which  was 
granted  the  Michigan  Central  Railroad  Company  they  had  the  right 
to  charge  3  cents  a  mile? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  TowNSEND.  The  charter  contained  the  provision  that  the  legis- 
lature should  have  the  right  to  repeal  that  charter  at  any  time,  and 
that  the  railroad  should  have  the  right  to  go  into  the  courts  and  estab- 
lish by  proof  what  damages  it  had  sustained  by  reason  of  such  reduc- 
tion. Ihat  was  a  special  charter,  not  like  the  charters  of  the  other 
roads  of  Michigan  where  there  was  a  provision  that  when  their  earn- 
ings reached  a  certain  amount  they  should  be  placed  on  the  2-cent 
Ijasis.  This  road  stood  by  itself  in  this  charter.  The  legislature  of 
ItMK)  exercised  its  privilege  under  the  charter  of  repealing  it  and  com- 
pelling the  railroads  to  carry  passengers  at  2  cents  a  mile.  The  rail- 
roads Tiad  resisted  for  a  long  while  the  appeals  of  the  officers  of  the 
State  there  to  reduce  their  rate  to  2  cents.     It  was  reduced  in  VM)()  by 
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law.  The  railroads  brought  suit  under  the  provisions  of  the  charter 
for  ^(>,()00,0<M).  The  suit  has  not  yet  been  determined:  but  being 
somewhat  familiar  with  it,  1  think  1  am  stating  within  the  record  when 
I  say  that  they  do  not  hope  to  establish  the  fact  that  they  have  sus- 
tained any  loss  directly  from  a  reduction  of  the  rate  because  their 
earnings  jumped  to  an  enormous  amount  immediately  thereafter,  and 
that  notwithstanding  the  fact  that  the  road  from  Detroit  to  Chicago 
was  paralleled  with  electric  roads  almost  immediately.  They  do  base 
it  largely  upon  the  fact  that  the  system  of  taxation  which  existed  at 
the  time  the  charter  was  granted  was  different  from  what  it  was  when 
the  repeal  was  made,  and  they  are  alleging  damages  on  that. 

I  speak  of  this  because  you  say  that  no  case  has  been  brought  to 
your  attention  where  the  railroacl  has  resisted  what  seemed  to  be  a 
just  demand  for  a  reduction  of  lates.  It  seems  to  me  that  this  is  a 
case  sciuarely  in  point. 

Mr.  IIardwick.  I  did  not  have  that  particular  case  in  mind.  Mr. 
Chairman,  where  legislative  action  had  been  taken.  The  point  that  1 
am  making  is  that  the  railroads  have  voluntarily,  at  all  times,  cooper- 
ated with  the  public.  And  I  repeat  that,  and  I  ask  you  gentlemen  to 
run  over  it  in  vour  own  minds,  if  you  have  any  interest  in  such  matters, 
and  see  if  you  know  of  any  case  where  the  railroads  have  been  asked 
to  reduced  their  rates  for  conventions  or  any  large  gathering  where 
the  public  would  be  benefited,  and  where  they  have  ever  refused  to 
do  so. 

Mr.  TowNSENi).  Oh,  I  })eg  your  pardon;  I  did  not  understand  you. 
to  mean  that. 

Mr.  Hardwick.  Yes,  sir.  What  I  meant  to  allude  to  by  that,  and 
what  I  am  trying  to  present  here,  is  that  the  methods  of  the  conduct 
of  passenger  traffic  in  this  country  are  not  now  at  issue. 

Mr.  Kennedy.  There  are  no  passenger  organizations,  are  there, 
that  would  be  likely  to  make  a  demand?  The  individual  man  that 
has  to  make  a  trip  only  once  in  a  number  of  years,  or  once  or  twice  in 
a  year,  is  not  likely  to  make  an  appeal  for  a  lower  rate,  is  he^ 

Mr.  Hardwick.'  No,  sir. 

Mr.  Adamson.  The  drummers  keep  you  busy,  thought 

Mr.  Hardwick.  Because  he  would  have  no  reasonable  ground  for 
doing  it.  The  interstate  fares  are  so  low  now,  and  so  reasonable,  that 
I  do  not  think  anyone  could  justify  singling  out  any  one  fare  and 
saying  that  it  was  unreasonable. 

Mr.  Adamson.  The  drummers  keep  you  alive  to  the  situation,  do 
they  not^ 

Mr.  Hardwick.  Yes,  sir;  because  they  are  organized  for  that  pur- 
pose.    I  will  come  to  that  a  little  later. 

Note  the  exceedingly  large  number  of  demands  on  the  part  of  the 
people  which  have  thus  been  met  by  the  carriers  in  the  matter  of 
mileage-ticket  rates  themselves,  and  in  every  single  case  of  national 
and  State  or  Territorial  applic-ation  w^here  such  reductions  could  pos- 
sibly be  made. 

Starting  with  the  inauguration  of  the  President  of  the  United 
States,  see  the  excursion  rates  which  are  made  for  the  innumerable 
throngs  on  that  occasion.  And  then  whenever  the  President  or  any 
other  prominent  personage  moves  throughout  this  country  excursion 
tates  are  made  to  all  points  wherever  such  stops  are  to  be  made  as 
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will  draw  the  people.  Then  look  at  all  of  the  movements  of  the 
military  forc<*s  of  the  country,  whether  for  the  United  States  Govern- 
ment or  for  the  National  Guard;  and  aji^ain,  the  rate  of  1  cent  per 
mile  for  the  reunions  of  the  Grand  Army  of  the  Repuhlic,  Confeder- 
ate Veterans,  and  for  all  similar  purposes.  Then  for  religious  and 
for  agricultural,  and  commercial,  and  political,  and  benevolent,  and 
charitable  purposes.  Then  the  rates  for  national  or  international 
expositions;  for  State,  county,  and  municipal  fairs  and  celebrations; 
commutation  rate  for  suburban  traffic,  cler<^y  and  students'  rates,  and 
very  many  other  exceedingly  reduced  rates  running  from  li  cents  per 
mile  down  through  1  cent,  three  quarters  of  a  cent  to  one-half  cent, 
and  even  sometimes  less;  and  then  the  exceedingly  important  factor 
of  low  excursion  rates  prevailing  during  the  winter  and  summer, 
respectively,  and  for  many  points  throughout  the  whole  year,  whereby 
tourists  for  health  and  pleasure  are  attracted  to  all  parts  of  this 
country  to  the  upbuilding  of  great  and  worthy  enterprises  and  the 
benefit  of  all  the  people.  Is  it  thought  that  benevolence  and  enter- 
prise may  be  compelled? 

Mr.  Adamson.  Would  it  trouble  you  to  go  back  there  to  your  men- 
tion of  suburban  rates  ^  Is  there  any  fixed  arbitrary  rule  about  how 
far  away  from  town  those  rates  shall  be  permitted  to  go? 

Mr.  Hardwick.  It  is  dependent  entire!}'  upon  the  demands  of  the 
traffic:  just  as  far  as  the  people  will  have  occasion  to  use  such  ticket^s. 
Of  course  a  commutation  rate  presupposes  a  daily  use,  where  a  man 
is  usinjHf  it  to  go  in  and  out. 

Mr.  Adamsox.  That  would  not  be  governed  by  distance  f 

Mr.  Hardwick.  No,  sir;  not  by  distance.  We  vary  as  to  that. 
Some  points  are  50  miles  out;  some  points  are  80  miles  out;  some 
points  are  30  miles  out. 

Mr.  E^Ort.  The  commutation  rate  is  less  than  your  mileage,  is  it  not? 

Mr.  Hardwick.  Oh,  yes,  sir— about  half  a  cent  a  mile.  It  runs 
down  in  some  cases  as  low  as  that. 

Now,  starting  with  the  regular,  or  flat  rates,  which  have  been  made 
by  the  respective  States,  in  some  cases  3  cents,  in  other  cases  2  cents, 
and  in  the  Far  West,  as  has  been  stated  to  you,  4  and  5  cents,  8  and 
even  10  cents  per  mile,  when  even  these  maximum  figures  are  con- 
sidered, and  all  the  vast  volume  of  the  passenger  traffic  of  this  country 
has  been  moved,  the  result,  as  shown  in  the  Interstate  Commerce  Com- 
mission report,  is  an  average  of  a  little  less  than  2  cents  per  mile  for 
handling  738,834,667  people,  without,  I  believe,  a  single  complaint 
having  been  made  before  the  Commission  by  a  single  one  of  these 
passengers. 

That  is  an  average  for  ever}'  man,  woman,  and  child  in  the  country 
of  nine  and  a  half  journeys  a  year.  And  wnth  all  this  throng  of 
people,  moving  like  ants,  running  back  and  forth  throughout  this 
country  under  the  rate  adjustment  provided  by  the  carriers,  not  a  single 
complaint  has  been  filed  before  the  Interstate  Commc^rce  Commission 
as  to  any  unreasonableness  or  any  injustice  either  as  to  rate  or  regu- 
lation. 

Mr.  Gaines.  Mr.  Hardwick,  that  suggests  what  has  been  in  my 
mind  all  through  this  hearing.  You  understand,  do  you  not,  that  the 
Interstate  (>)mmerce  Commission  now  has  jurisdiction  to  hear  com- 
plaints as  to  whether  a  given  rate  is  unreasonable  or  not? 

Mr.  Hardwick.  Yes,  sir. 
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Mr.  Gaine8.  As,  for  instance,  whether  it  is  reasonable  for  the  Big^ 
Four  Railroad  to  charge  2^  cents  a  mile  and  3  cents  a  mile,  or  what- 
ever it  is,  from  the  Ohio  line  on  to  Chicago? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Gaines.  And  does  it  not  seem  to  you  that  having  passed  a  law 
providing  that  the  Interstate  Commerce  Commission  may  try  these 
questions  upon  the  suit  of  any  person  who  feels  aggrieved,  this  pro- 
posed legislation  is  in  conflict  with  the  spirit,  at  least,  of  the  principle 
of  regulation  ? 

A[r.  Hardwick.  It  has  seemed  to  me  so,  sir;  and  I  am  trying  to  set 
that  out  just  as  plainly  and  respectfully  as  I  can,  just  in  a  few  minutes. 

Mr.  AoAMSoy.  But  would  it  not  be  a  sufficient  answer  to  the  com- 
plaint Mr.  Gaines  suggests  to  show  thit  a  law  of  Illinois  permitted 
the  railroads  to  charge  10  cents  in  that  Sttite^ 

Mr.  Gaines.  That  is  an  interstate-commerce  train. 

The  Acting  Chairman.  Mr.  (xaines  might  suggest  in  that  connec- 
tion that  this  bill  was  introduced  and  these  hearings  provided  for 
before  there  was  any  rate  bill. 

Mr.  Hardwk^k.  Yos,  sir.     I  ain  much  obliged  to  the  Chairman. 

The  Acting  Chairman.  That  is,  before  the  rate  bill  had  become  a 
law,  in  other  words. 

Mr.  IftrllDWioK.  If  the  maximum  rate  shall,  therefore,  be  through- 
out the  Unfted  States  2  cents  per  mile,  as  will  be  the  result  of  the 
measures  which  you  now  have  under  consideration,  then  may  I  ask  the 
honomble  committee  if  they  think  that  the  railroads  should  still  be 
asked  to  continue  making  further  reduced  rates  for  all  of  the  special 
occasions  and  the  general  purposes  to  which  I  have  referred^  Or  is 
it  your  opinion  that  the  maximum  rate  shall  be  a  uniform  rate  of  2 
cents? 

If,  under  all  the  circumstances  and  conditions  now  prevailing,  the 
average  rate  o])t}iined  is  actuallv  2  cents  (or,  I  may  say,  a  little  le^s; 
it  realh'  is  1.99  cents),  then,  under  the  changed  conditions  of  the  flat 
2-cent  rate  as  the  maximum,  the  average  rate  would  be  not  more  than 
1.33  cents.  And  yet  these  mensures  state  that  the  rate  shall  be  2 
cents.  May  I  ask  you  gentlemen  how  it  is  possible  under  such  con- 
ditions for  the  curriers  to  ol)tain  2  cents  even  as  the  maximum, 
except  for  an  insignificant  share  of  this  traflic^ 

Consider  the  Southern  Railway  for  instance;  for  the  fiscj.1  year 
ended  June  30,  190f>,  operating  7,515  miles  of  railroad,  the  total 
revenue  from  passenger  traffic  was  ^13.259,113.85.  The  total  numl>er 
of  passengers  carried  n,tM)3.55().  Total  number  of  passengers  carried 
one  mile  549.518,045.  Average  receipt  per  passenger  per  mile  2.413 
cents.  These  results  were  obUiined  under  the  present  maximum  rate 
of  3  cents  per  mile. 

Further  to  show  some  of  the  loss  to  the  Southern  Railway  if  these 
bills  should  become  efl'ective,  our  mil*  age  ticket  sales  for  twelve 
months  ended  November  30,  190*5,  amounted  to  50.811  books  at  ^25 
each,  or  ^1,120.275.00—10.71  percent  of  the  total  income  from  passen- 
ger trattic  for  one  year.  Should  the  mileage  ticket  rate  be  made  maxi- 
mum 2  cents  per  mile  I  estimate  it  would  mean  a  loss  to  us  of  nearly 
one-half  million  dollars  per  annum. 

If  the  maximum  rate  is  reduced  to  2  cents  per  mile  for  all  traflic, 
the  average  rate  based  on  the  foregoing  statistics  would  be  reduced 
for  the  Southern  Railway  to  1.609  cents  per  mile,  and  the  earnings 
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from  the  same  number  of  passongfers  one  mile,  that  is,  549,518,645, 
would  be  approximately  $8,839,409.23,  or  a  reduction  in  revenue  of 
$^,419,704.62,  thus  making  it  necessary  to  carry  274,759,322  addi- 
tional passengers  one  mile,  an  increase  of  50  per  cent,  or  a  total  of 
821,277,967  passengers,  in  order  to  maintain  the  present  total  earn- 
ings, to  be  just  where  we  are  to-day.  1  do  not  think  it  is  in  the 
timber  in  our  section  of  the  country. 

Mr.  EscH.  You  made  no  allowance,  did  you,  for  the  possible  increase 
of  tniflSc  by  reason  of  the  reduction  ? 

Mr.  Hardwick.  No,  sir;  1  am  just  taking  the  number  and  showing 
wl  a'  we  would  have  to  get  additional,  as  bearing  on  that,  to  show  what 
the  increase  would  need  to  be. 

Mr.  Adamson.  1  suppo'^e  it  is  established,  and  the  question  is  no 
longer  open,  as  to  whether  it  is  the  best  and  most  economical  policy  to 
run  so  man}'  excursions'!^  If  it  is  not  the  most  economical  and  best 
poliey  for  the  railroads  to  run  so  many  excursions,  could  you  not  han- 
dle this  travel  better  if  it  was  distributed  at  a  common  rate  throughout 
the  entire  course  of  the  year  ? 

xMr.  Hardwick.  If  we  knew  of  any  such  method,  Mr.  Chairman, 
we  would,  as  1  said  some  time  ago,  long  since  have  put  it  into  effect. 
But  we  know  of  no  way  of  controlling  the  daily  travel  of  passengers 
in  this  country.  It  depends  upon  so  many  causes  that  no  human  being 
ran  control  it. 

Mr.  Adamson.  There  are  some  associations  that  you  must  respect. 
For  instance,  the  Confederate  and  the  Union  veterans  have  sacred 
memories;  the  church  folks  have  sacred  hopes;  and  we  have  got  to 
have  all  those  associations. 

Mr.  Hardwick.  And  1  beg  to  remind  the  Chairman  that  the\'  were 
provided  for  by  the  carriers  without  legislation. 

Mr.  Adamsox.  But  there  are  a  great  many  other  excursions  that 
sometimes  appeir  utt<*rly  useless  and  nuisances. 

Mr.  Hardwick.  They  might  to  some  persons,  but  to  the  people  pat- 
ronizing them  of  course  they  seem  to  be  very  desirable. 

Mr.  Adamson.  What  is  the  factf     Do  you  handle  that  sort  of  tmf 
tic  as  conveniently  and  as  economically? 

Mr.  Hardwick.  I  must  say,  Mr.  Chairman,  that  the  railroads 
throughout  this  country  are  gradually  diminishing  the  number  of 
what  are  called  cheap  excursions  where  they  themselves,  as  the  carri- 
ers, have  gone  out  to  get  up  this  additional  traffic  or  stimulate  busi- 
ness in  that  way,  for  the  reason  that  they  have  so  nmch  of  the  regular 
traffic,  freight  and  others,  on  the  road  that  they  can  not  very  well 
handle  this  other  cheap  business. 

Mr.  Adamson.  That  is  the  point.  Is  it  not  true  that  they  are  obsta- 
cles to  vour  business,  and  that  you  would  rather  discourage  them  i 

Mr.  IIardwick.  Yes,  sir.  We  have  cut  out  nearly  $200,000  a  year 
of  that  on  the  Southern  Railway. 

Mr.  AdaMvSon.  That  is  the  point  I  wanted  to  make. 

Mr.  Hardwick.  A  great  deal  has  been  said  with  reference  to  the 
average  number  of  passengers  on  each  train  and  the  number  of 
passengers  in  each  car.  While  it  is  true  that  the  average  number  of 
passengers  handled  on  passenger  trains  is  below  the  average  capacitv 
of  such  passenger  trains,  were  the  traffic  equally  distributed  on  all 
passenger  trains  operated  at  the  same  time,  1  desire  to  invite  your 
attention  to  the  fact  that  some  of  our  trains  are  at  present  carrying 
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their  full  capacity  while  many  other  trains  are  carrying  greatly  below 
their  capacity. 

The  volume  of  passenger  traffic  would,  as  stated  above,  have  to  be 
increased  50  per  cent  in  order  to  maintain  the  present  basis  of 
earnings.  May  I  ask  if  a  single  member  of  this  committee  thinks 
this  could  be  done  in  our  sparsely  settled  country?  Further,  even  if 
it  were  possible  to  secure  this  increase  of  50  per  cent  in  earnings 
(which  I  do  not  think  any  one  believes  would  be  possible,  certainly 
we  do  not),  we  would  have  then  to  increase  the  present  maximum 
capacity  of  our  passenger  trains,  and  as  this  would  overtax  the 
capacity  for  proper  train  handling  the  operation  of  additional  train 
service  woula  have  to  be  provided  for,  and  the  cost  of  this  additional 
service  would  have  to  be  again  provided  for  out  of  the  passenger 
earnings. 

The  cost  or  expense  of  handling  this  traffic  being  thus  compounded, 
it  will  be  seen  that  we  shall  have  to  again  compound  the  number  of 
passengers  to  be  carried  and  the  amount  of  revenue  to  be  obtained 
therefrom  before  we  are  actually  on  the  same  relative  basis  of 
revenue  and  expense  as  we  were  before  these  enormous  reductions 
were  begun. 

With  1  ef  erence  to  the  cost  of  handling  passenger  traffic  it  should  be 
borne  in  mind  that  it  is  not  the  average  number  of  passengers  in  each 
coach  nor  the  average  number  of  coaches  on  each  train  which  the  car- 
rier has  to  provide  for,  but  it  is  the  maximum  number  of  passengers 
and  the  maximum  number  of  coaches  which  is  the  actual  test,  and  it 
can  not  be  urged  that  we  would  only  have  to  increase  for  the  averasfe 
carriage  of  our  passengers,  but  we  would  have  to  actually  increase  for 
the  maximum  number  of  our  passengers  because  we  should  at  all  times 
have  to  ))e  prepared  for  the  maximum,  and  we  could  not  safely  take  it 
for  grantea  that  we  would  be  called  on  to  handle  either  the  minimum 
or,  for  that  matter,  the  average  number  of  passengers  at  any  given  time 
or  length  of  time. 

Is  it  not  better  to  leave  the  passenger  traffic  rate  adjustment  and  the 
methods  undisturbed,  relying  upon  past  experience  and  the  certjiinty 
of  the  knowledge  that  the  passenger  man  himself  will  certainly  always 
see  to  it  that  his  rates  are  sufficiently  low  to  properly  induce  the  great- 
est amount  of  travel  at  all  commensurate  with  the  expenses  of  the 
conduct  and  proper  care  of  that  traffic? 

It  must  be  plain  to  this  committee  that  no  general  flat  rate  of  2 
cents  as  the  proposed  maximum  could  possibly  be  considered  fair  and 
equitable  as  applicable  to  all  portions  of  this  country.  The  exact  con- 
ditions of  each  and  ever3^partof  this  great  country  must  be  considered. 

While  it  has  never  been  made  known  to  us  that  there  is  any  com- 
plaint of  unreasonable  charges  or  lack  at  any  time  in  cooperating  on 
any  fair  and  reasonable  basis,  yet  if  such  should  appear  there  is  already 
provided  the  Interstate  Commerce  Conmiission,  where  these  matters 
could  be  heard  and  adjusted.  Is  it  not  manifest  that  so  far  as  passen- 
ger traffic  is  concerned  that  the  carriers  themselves,  in  looking,  if  you 
please,  to  their  own  interest  will  also  be  sure  to  take  care  of  the  people 
m  such  tratiic? 

Referring  to  the  effect  of  the  comparative  density  of  population, 
taking  the  States  in  groups  1,  2,  and  3,  as  shown  by  the  last  report 
of  the  Interstate  Commerce  Commission,  and  note  that  the  density  of 
population  in  these  three  groups  averages  103  persons  to  the  square 
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mile.  Starting  with  MassachusettH  with  a  densit}^  of  population  of  370 
people  to  the  square  mile,  and  New  York  with  a  density  of  population 
of  100  people  to  the  square  mile,  of  Ohio  with  a  density  of  population 
of  105  people  to  the  square  mile,  and  so  on  throuj^h  the  remaining" 
States  composing  these  groups,  brings  the  average  of  these  groups,  as 
stated,  down  to  108  people  to  the  square  mile.  Then  take  groups  4 
and  5  in  which  the  Southern  Kailway  mainly  has  Its  mileage,  and 
see  that  the  average  for  these  two  groups  is  37  people  to  the  scjuare 
mile.  Then  consider  that  of  these  37  people  probably  33A  per  cent  are 
negroes,  and  then  know  that  hardly  more  than  5  per  cent  of  our 
passenger  travel  in  the  South  comes  from  negroes,  it  will  be  seen 
that  for  passenger  traffic  purposes  under  the  most  favorable  conditions 
the  density  of  population  in  groups  4  and  5,  that  is,  the  States  from 
the  Potomac  to  the  Mississippi,  would  be  about  27  people  to  the 
square  mile  as  compared  with  103  people  to  the  square  mile  north  of  us. 

The  greatest  number  of  persons  to  the  square  mile  in  any  State  in 
w^hich  the  Southern  Railway  has  its  mileage  in  the  Southeivst  is  about 
50,  which  is  in  Tennessee,  and  the  State  in  which  is  the  lowest  number 
of  people  to  the  square  mile  is  Florida,  where  the  Southern  Railway 
has  joint  trackage  rights  to  Jacksonville,  the  population  in  Florida 
being  10  people  to  the  square  mile. 

Then  consider  in  the  densely  populated  part  of  our  country  the 
number  of  large  towns  which  are  near  together,  and  further  that  the 
expense  of  carriage  or  passenger  traffic  in  our  more  sparsely  settled 
country  is  far  greater  than  in  the  more  densely  settlecl,  because  con- 
sidering alone  the  one  item  of  handling  baggage;  for  example,  in  our 
part  of  the  countr}-  we  check  one  piece  of  baggage  to  about  every  (> 
passengers,  and  in  the  territory  north  and  east  of  us  one  piece  of 
baggage  is  checked  to  about  every  twelve  or  tift(»en  passengers.  What 
is  true  of  the  South  in  this  respect  is  also  true  of  any  other  of  the 
more  sparsely  settled  sections  of  our  country. 

I  also  quote  as  inforniation  from  the  last  report  of  the  Interstate 
Commerce  Commission  the  fact  which  I  am  sure  will  be  surprising  to 
you,  and  that  is,  as  you  will  oliserve  on  page  1^8,  the  railroads  which 
are  operated  in  groups  4  and  5,  which  as  stated  are  the  States  extend- 
ing from  the  Potomac  to  the  Mississippi,  earn  the  lowest  revenue  per 
train  mile  of  passenger  trains  of  any  group  of  the  entire  United 
States,  not  even  excepting  the  group  in  which  the  arid  plains  of  Ari- 
zona and  the  towering  mountains  of  Colorado  and  Nevada  are  located, 
for  in  group  4  we  earn  JSl.03  per  train  mile  and  in  group  5  we  earn 
$1.05  per  train  mile,  and  there  are  no  other  groups  in  all  the  United 
States  which  earn  as  little  per  paj^senger  train  mile  as  is  earned  in  the 
South,  and  yet  I  may  say  truly  that  1  am  sure  there  is  no  section  of 
the  country  which  is  provided  with  better  passe*]ger  train  facilities 
and  service  than  that  which  is  afforded  in  groups  4  and  5,  where  these 
least  earnings  are  obtained. 

The  Southern  Railway,  according  to  the  last  report  of  our  comp- 
troller, passenger-train  earnings  per  tmin  mile  for  tne  fiscal  year  ended 
June  30,  1906,  were  $1.03.  This  is  obtained  by  taking  our  most  remu- 
nerative train,  which  earns  $1.70  per  train  mile,  on  down  to  the  lowest 
earaing  train,  which  earns  8  cents  per  train  mile.  These  extremely 
low  tigures  are  convincing  that  the  passenger  traffic  of  the  Southern 
Kailway  in  its  entirety  is  conducted  without  remuneration  in  the  way 
of  any  profit,  but  it  is  hoped  by  continuing  to  provide  this  service  in 
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the  Southeast  that  population  will  be  attracted  and  that  additional 
developments  will  be  made,  so  that  the  present  passenger  train  service 
on  the  Southern  Railway  will  in  time  become  profitable  and  become 
more  and  more  improved  and  increased. 

An  important  consideration  is  the  fact  that  the  loss  to  any  carrier 
in  conducting  passenger  traffic  is  largest  from  the  two  extremes,  first, 
where  the  branch  line  and  local  revenue  is  thinnest,  and  yet  such  service 
is  operated  in  the  interest  of  the  people,  and  then,  on  the  other  hand, 
from  the  accessories  of  the  highest-class  Pullman  train  service,  electric- 
lighted  trains,  with  all  the  latest  appliances  for  safety,  also  such  as 
dining-car  service,  which  is  provided  by  the  Southern  Railway  and 
many  other  lines  for  the  comfort  of  the  passengers  and  which  is  realW 
operated  at  a  very  great  loss. 

1  want  to  say  that  we  estimate  that  our  loss  on  dining-car  service 
alone  will  exceed  $60,000  a  year,  and  my  opinion  is  that  it  will  be 
nearer  $75,000.  That  is  the  actual  loss,  out  of  our  pocket,  for  opem- 
ting  dining-car  service  for  the  public. 

Then  all  the  other  features  of  such  through  service  which  the  general 
traveling  public  now  demands  for  any  long  journey,  such  as  would  be 
comprised  generally  speaking  in  an  interstate  journey,  or  for  that 
matter  also  for  even  an  intm-state  journey. 

1  ask  particular  attention  to  this  statement: 

Then  the  saving  of  time  which  is  afl'ordcd  by  these  extra  facilities, 
as  for  instance  taking  the  Southern  Railway  between  Atlanta  and 
Washington,  I  estimate  that  in  operating  dining-car  service,  inst'»adof 
stopping  at  stations  for  meals  as  formerly,  we  effect  a  total  saving  in 
time  of  seven  hours  out  of  each  24  to  the  general  tmveling  public,  and 
this  is  done  at  a  very  serious  loss  to  the  Southern  Railway  but  is  done 
to  protect  travel  our  way  and  to  promote  the  best  interest  of  the  section 
which  the  Southern  Railway  penetrates,  to  contribute  all  we  can  to  the 
sum  total  of  the  energy  of  the  businej^s  development  of  our  country. 

Speaking  with  all  plainness  and  with  all  certainty  with  reference  to 
the  section  of  country  in  the  Southeast  in  which  the  Southein  Railway 
has  mileage,  1  know,  and  the  gentlemen  of  this  committee  who  are  at 
all  familiar  with  that  section  also  know  what  it  really  needs  is  hot  a 
curtiiilment  of  passenger  train  service  and  efforts  of  development  in 
that  respect,  but  it  needs  more  and  more  enlargement  of  facilities  of 
all  kinds,  such  as  are  rapidly  multiplying  over  this  whole  country, 
notably  the  new  passenger  station  here  at  \Vashingt^>n,  which  it  is 
said  will  surpass  that  of  any  in  the  known  world,  and  for  our  part  of 
the  country  the  new  passenger  stations  which  have  been  built  in  large 
numl)ers,  and  more  are  rai)idly  being  built,  in  order  to  afford  more 
terminal  facilities  for  the  care  of  this  passenger  traffic. 

Then  the  enormous  expense  of  double  tracking  which  is  now  under 
way  on  many  parts  of  the  Southern  Railway,  and  the  expense  of 
rebuildinqf  bridges  and  permanent  structures,  and  the  expense  of 
equip:iient,  and  other  enormous  expenses. 

While  it  is  true  large  increases  in  the  volume  of  traffic  have  been 
realized  by  the  Southern  Railway  since  its  organization  twelve  veal's 
agOi  y^t  in  that  time,  as  you  gentlemen  may  have  seen  from  the  letter 
of  our  president,  Mr.  W.  W.  Finley,  of  the  16th  instant,  to  the  public 
served  by  the  Southern  Railway  Company,  there  has  been  nearly 
$100,000,000  expended  by  the  Southern  Railway  alone  in  the  Southeast 
for  the  preparation  to  handle  its  traffic;  and  some  slight  idea  of  the 
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enoimous  increase  of  expense  in  maintaining  and  operation  may  be 
gathered  from  this  letter  of  Mr.  Finley's,  in  which  he  says: 

The  present  situation  is: 

An  immense  increase  in  all  expenses,  without  any  increase  in  rates — in  fact,  with 
the  profHisition  almost  universally  made  to  decrease  rates  by  le^sislative  action. 

The  lar|£e  increase  in  expenses  may  t)e  illustrated  as  follows,  since  1898: 

Bridffe  timber  has  increaseii  from  |9.36  to  $20.52  per  thousand  feet. 

Cross- ties  from  28  cents  to  34.5  cents  |>er  tie. 

iSteel  rails  from  ^17.75  per  ton  to  $28  per  t4»n. 

Since  1898,  prices  of  equipment  have  mcrea^^ed  as  follows: 

Locomotives  from  $11,392  to  from  $16,000  to  $20,000. 

Passen^r  coaches  from  $6,315  to  $9,468. 

Freight  cars  from  $500.43  to  $765. 

CJoal  irars  from  $:^68  to  $1,135. 

The  cost  of  labor  has  increased  per  mile  of  road  from  $1,621.67  in  1895  to  $2,874.71 
in  1906,  and  from  $2,513.64  per  mile  of  road  in  19()5  to  $2,874.71  in  1906. 

Taxes  of  the  company  per  mile  of  road  have,  since  1895,  increased  63.41  per  cent. 

And  many  other  iteiiis  of  increase  might  be  cited. 

Mr.  Adamsox.  Major,  these  cars  and  engines  that  cost  an  increased 
amount  have  also  a  correspondingly  increased  capacity,  have  they  not? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  EscH.  That  is  due,  too,  to  the  increased  cost  of  the  rails,  the 
increase  of  the  weight  of  the  rails,  is  it  not  if 

Mr.  Hardwick.  Yes,  sir.  These  are  the  necessary  expenses  to  take 
care  of  the  traffic,  and  under  the  same  rates;  it  matters  not  how  they 
are  handled. 

Mr.  Baktlett.  Some  things  have  increased  out  of  all  proportion  to 
the  others.  Take  the  matter  of  timbers  necessary  in  the  matter  of 
cross-ties,  and  the  matter  of  timber  necessary  to  build  cars — pine 
timber,  for  instance— that  has  increased  largel}',  more  in  proportion 
than  the  other  expenvses,  has  it  not? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Richardson.  Major,  is  it  not  true  that  the  Southern  Railway, 
in  its  general  consolidation  throughout  the  South,  has  absorbed  a  great 
many  railroads  or  branches  of  short  lines  that  were  actually  in  bank- 
ruptcy and  were  or  about  to  be.  abandoned? 

Mr!  Hardwick.  Yes,  sir. 

Mr.  Richardson.  And  has  put  them  on  their  feet? 

Mr.  Hardwick.  It  has  undertaken  the  rehabilitation  of  those  prop- 
erties at  the  greatest  disadvantage. 

Mr.  Bartlett.  When  did  you  sa3'  that  was — since  what  date? 

Mr.  Hardwick.  1895.  In  the  service  of  nearly  all  my  life  in  the 
passenger  traffic  department  of  the  company  which  I  represent  I  have 
never  had  a  request  made  upon  me  for  a  general  reduction  of  our  per- 
manent or  flat  passenger  rate,  except  by  one  organized  commercial 
body,  and  their  views  seemed  to  be  that  this  reduction  should  be  of 
mileage  rate,  and  that  it  would  be  mainly  desirable  if  confined  to  the 
exclusive  class  of  travel  which  they  represent;  and  with  reference  to 
the  flat  rate  of  2  cents  per  mile  I  take  the  liberty  of  quoting  from  the 
report  of  the  chaiiman  of  that  organization  at  its  last  annual  meeting, 
as  follows.     On  page  13  he  says: 

Obviouely  under  euch  varying  conditions  it  is  impostible  to  fix  a  uniform  rate  for 
the  transportation  of  passengers  all  over  the  United  States  which  would  not  give  to 
some  lines — and  those  the  most  prosperous — an  excess  of  earnings,  while  denying 
the  others,  even  in  times  of  such  remarkahle  prosperity  as  these,  the  revenue  needed 
to  maintain  and  operate  their  property.    However  indifferent  anyone  may  be  to  the 
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effects  of  legislation  such  as  this  upon  the  railroads,  they  can  not  afford  to  lose  sight 
of  the  constitutit)nal  rights  which  protect  properties  of  this  natun*  from  reductions 
which  prevent  reasonable  earnings  upon  the  actual  value  of  the  properly  concerned. 

I  ask  you  gentlemen  to  consider  the  Interstate  Commerce  Comnjis- 
sion's  report,  which  shows  that  the  average  rate  is  about  2  cents  and  the 
average  haul  per  pavssenger  is  about  32  miles;  thus  you  will  see  that 
the  passenger  traffic  of  this  country  is  not  made  up  of  the  longer  line 
travel  which  the  measures  ))efore  you  seem  to  have  under  considera- 
tion, but  they  are  made  up  of  short  journeys,  which  is  conclusive  evi- 
den(»e  that  such  disastrous  reductions  as  these  bills  would  force  upon 
the  carriers  would  really  benefit  each  traveler  to  a  very  trivial  extent, 
and  yet  the  great  loss  thus  inflicted  upon  the  carriers,  certainly  in  our 
part  of  the  country,  would  be  well-nigh  overwhelming. 

I  think  that  upon  due  reflection  you  will  agree  with  us  that  the 
history  of  this  country  so  far  has  justified  the  claim  that  the  passenger 
interests  may  reasonably  be  left  to  the  passenger  men — that  is,  to  the 
carriers  themselves,  especially  when  it  is  considered  that  with  the 
tribunal  of  the  IntersUite  Commerce  Commission,  created  by  your- 
selves, there  is  always  an  opportunity  afi'orded  for  the  filing  and  the 
hearing  and  the  final  adjudication  of  any  complaints  of  any  unreason- 
able or  unduly  high  or  unjust  rates  for  passenger  fares  in  this  country. 
And  1  ask  particular  attention  here:  And  then  the  further  very 
remarkable  fact  that  practically  no  complaint  has  ever  been  made 
before  the  Interstate  C-ommerce  Commission  since  its  establishment 
nearl}^  twenty  years  ago  either  as  to  the  unreasonableness  or  the 
improper  adjustment  of  rates  or  the  regulation  of  passenger  traffic, 
whether  of  mileage  or  any  other  tickets. 

By  the  gentlemen  who  have  preceded  me  in  submitting  their  v-iews 
in  opposition  to  these  proposed .  enactments,  the  whole  of  our  great 
country,  with  reference  to  its  passenger  traffic  conditions,  stretching 
from  New  England  to  the  Pacific  shores  has  been  unrolled  as  a  pano 
rama  before  this  committee,  and  you  gentlemen  have  been  made 
acquainted  with  very  many  of  the  varied  and  vast  differences  in  all 
the  conditions  as  between  almost  each  and  every  part  of  this  entire 
country,  whether  it  shall  be  by  contrasting  the  sections  most  widely 
separated  or  by  considering  even  those  that  lie  alongside  each  other, 
for  it  has  been  seen  that  even  the  comparatively  narrow  dividing  lines 
of  the  Potomac  and  the  Ohio  rivers  separate  these  contiguous  sections 
of  as  wide  differences  almost  as  exist  between  the  Pacific  slope  and 
Massachusetts. 

Then  it  must  appear  when  this  committee  considers  all  that  has 
been  thus  presentied  that  no  one  rate,  either  as  a  uniform  rate  or  a 
maximum  rate,  for  interstate  passenger  traffic  may  fairly  be  consid- 
ered reasonable  when  applied  alike  to  each  and  every  part  of  the 
United  States. 

We  respectfully  submit,  having  all  confidence  in  the  wisdom  and 
the  fairness  of  this  committee,  that  it  is  utterly  impossible  for  any 
law^  to  be  exacted  regulating  passenger  rates  in  the  manner  sought  to 
be  set  forth  in  these  measures  which  shall  at  once  be  fair  to  the  con- 
stituents which  you  gentlemen  represent  and  the  patrons  we  serve  and 
likewise  fair  to  the  carriers  whicn  it  is  our  duty  and  responsibility  to 
represent. 

In  conclusion,  therefore,  we  make  our  request  that  until  some  veiy 
substantial  and  well-sustained  complaint  shall  actually  be  made  that 


BAILJIOAD   PASSENGER   FARES   AND    MILEAGE    TICKETS.  175 

our  present  passenger  fares  of  the  Southern  Railway  as  a  general 
proposition  for  interstate  traffic  are  unfair  or  unreasonable,  that  no 
Kssue  at  present  be  made;  and  furthermore,  whenever  such  complaint 
shall  actually  be  made  we  most  respectfully  request  that  it  be  sub- 
mitted to  the  tribunal  which  you  gentlemen  have  created,  and  that  is 
the  Interstate  Commerce  Commissicm;  for  there,  under  the  law  which 
the  Consfress  passed  for  all  the  people,  no  decision  concerning  the 
reasonableness  of  any  rate  can  be  made  until  both  sides—  that  is,  the 
parties  complaining  of  the  unreasonableness  and  the  parties  under- 
taking to  support  the  reasonableness  of  the  rates  thus  challenged — 
shall  he  present  and  heard. 

Should  not  this  course  be  followed,  at  least  until  the  new  Interstate 
Commerce  Commission,  under  the  new  law  which  has  so  recently 
become  effective  in  its  fullness,  only  about  two  weeks  ago  -for  while 
the  law  Ix^gun  to  l)e  effective  August  28,  1906,  it  became  operative  in 
its  entiretj'  with  reference  to  passenger  traffic  on  January  1,  11)07 — 
shall  have  had  the  opportunity  of  testing  its  capacity  to  deal  wMth  and 
to  settle  these  questions  before  Congress  itself  intervenes  and  so 
seriously  interrupts  the<*omplete  working  of  this  law  as  will  cause  the 
loss  and  distress  which  we  apprehend? 

We  hope  and  believe  confidently  that  this  committee  will  so 
conclude. 

Mr.  PlscH.  Mr.  Hardwick,  does  the  Southern  Railway  system  earn 
any  part  of  the  mail  subsidy  for  fast  mails  to  the  Southwest  ? 

Mr.  Hardwick.  Do  we  earn  any  part  of  it? 

Mr.  EscH.  Yes. 

Mr.  Hardwick.  No,  sir.  That  has  ceased.  We  ceased  operating 
the  train  on  January  7.  We  did  have  a  special  train;  and  on  that 
point  I  would  like  to  say,  just  as  a  little  personal  reminiscence,  that 
I  had  the  pleasure  many  years  ago,  when  1  w-as  stationed  in  Atlanta, 
of  getting  on  a  train  at  Lithia  Springs  and  riding  over  to  Birming- 
ham with  Senator  Allison.  It  was  the  first  time  he  had  ever  been 
South,  and  the  conductor,  as  I  boarded  the  train,  said  to  the  Senator: 
"  Why,  here  is  a  man  that  can  tell  you  about  these  matters  that  you 
have  been  asking  about."  I  was  then  introduced  to  him,  and  he  was 
asking  questions  about  local  matters.  I  was  amazed  to  see  how  much 
he  knew  about  our  local  conditions  there,  about  our  streams,  about 
our  coal  country  locally,  and  how  much  he  had  observed  from  Wash- 
ington all  the  way  down.  He  went  to  Birmingham  and  was  there  for 
a  few  days.  We  paid  him  the  greatest  respect  possible;  he  was  en- 
tertained, and  all  the  honors  possible  to  be  given  to  him  were  given, 
both  by  the  press  and  by  the  people  locally.  Afterwards  he  went  on 
down  to  New  Orleans.  The  following  year  came  the  first  question  as 
to  this  mail  subsidy  to  which  you  alhide,  and  it  w^as  brought  l)efore 
Senator  Allison,  and  I  had  the  privilege  of  speaking  to  him  myself  be- 
fore the  Committee  on  Appropriations  of  the  Senate.  Senator  Allison 
said  before  that  committee,  without  a  single  request,  that  he  thought 
if  there  was  any  part  of  the  country  that  ought  to  be  encouraged  by 
the  Government  it  was  the  Southeast,  because  it  was  on  the  eve  of 
development,  and  he  knew  of  no  way  in  which  it  could  be  so  well  de- 
veloped as  to  give  it  ^ood  mail  service  for  improving  its  commercial 
conditions  witn  relation  to  the  centers  of  the  money  markets  and 
business  east  of  Washington.  And,  I  may  say,  that  through  him 
more  than  any  one  man,  and  because,  I  think,  of  that  visit,  when 
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the  Senator  himself  saw  exactly  our  conditions,  the  mail  appro- 
priation first  became  established.  It  was  not  a  selfish  proposition  on 
the  part  of  the  Southern  Railway. 

Mr.  Richardson.  Do  you  know  how  much  the  mail  was  expedited, 
for  instance,  by  the  fast  mail  train,  say  at  Montgomery,  Ala.  ? 

Mr.  Hardwick.  At  Montgomery  it  was  expedited  practically — 
well,  it  ran  from  about  twelve  to  twenty- four  hours  all  the  way 
through. 

Mr.  Ryan.  Why  was  it  discontinued? 

Mr.  Adamson.  Did  you  not  voluntary  surrender  it  because  you 
could  not  afford  to  run  it  any  longer  at  that  price  ? 

Mr.  Hardwick.  Partly  so.  We  found  great  difficulty  on  that 
score,  and  then  we  felt  somewhat  that  we  were  unfairly  criticized,  as 
if  we  were  trying  to  get  something  out  of  the  Government  without 
returning  value  received,  and  that  is  the  whole  proposition  that  we 
have  to  make  before  this  committee  with  reference  to  our  passenger 
traffic.  I  stand  here  to  say  that  in  all  my  life — and  I  have  never 
been  anything  else  but  a  passenger  man — I  have  never  known, 
certainly  as  to  our  company,  by  any  regulation  or  any  device  or  any 
arrangement  whatsoever,  that  we  have  ever  sought  to  take  advantage 
of  the  public.  We  have  never  retained  one  penny  that  did  not  be- 
long to  us,  nor  have  we  ever  gotten  anything  from  the  public  except 
we  returned  full  and  more  than  full  value  received.  Our  business 
is  not  operated  in  that  way. 

To  allude  again  to  the  question  of  redemption  of  tickets,  I  found 
before  the  different  legislatures,  and  even  in  the  different  courts 
where  I  have  had  to  appear  in  behalf  of  the  department  that  I  rep- 
resent, that  many  of  them  were  perfectly  amazed  to  know  that  a  rail- 
road company  would  give  back  anything.  They  seemed  to  think  that 
once  having  gotten  the  money,  they  would  naturally  pocket  it.  We 
are  not  a  disnonest  body  of  people.  We  naturally  want  to  get  the 
money  that  we  can  for  the  service  that  we  render,  but  nothing  more 
than  that. 

Mr.  Stevens.  Mr.  Hardwick,  I  was  very  much  amazed  at  the  state- 
ment that  you  have  received  less  earnings  per  passenger  mile  for  your 
section  than  the  extreme  Southwest,  or  the  Pacific  mountain  slopes. 
\\Tiy  is  that,  when  you  have  so  much  more  population  and  not  as 
much  territory? 

Mr.  Hardwick,  That,  you  will  see,  Mr.  Stevens,  is  in  the  report  of 
the  Interstate  Commerce  Commission.  I  think  it  is  very  largely  at- 
tributable to  the  fact  that  so  large  a  number  of  our  population  are 
negroes.  They  very  rarely  engage  to  any  extent  in  interstate  jour- 
neys— to  go  any  distance,  I  mean.  They  just  travel  around  a  little  on 
the  cheap  excursions. 

Mr.  Stevens.  But  you  people  boast  of  the  great  progress  you  have 
made.     Now,  your  people  ride  on  trains.     You  have  good  facilities. 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Stevens.  People  in  the  West  do  not  have  the  manufacturing, 
and  their  agricultural  enterprises  are  scattered,  and  so  on. 

Mr,  Hardwick.  Well,  those  are  the  facts,  Mr.  Stevens,  as  given  by 
the  Interstate  Commerce  Commission.  I  simply  gave  vou  tneir  fig- 
ures; and  we  have  a  painful  realization  of  it,  as  you  will  see  if  you 
care  to  look  over  our  train-earning  sheet  for  the  year,  which  I  have 
brought  with  me. 
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Mr.  Ryan.  Is  it  because  of  the  fact  that  you  have  such  a  large  negro 
population  in  the  South  that  do  not  ride  very  much  ? 

Mr.  Hardwick.  To  a  great  extent;  yes,  sir. 

Mr.  BIennedy.  Do  you  not  think  that  these  excursions,  when  they 
occur  occasionally,  have  a  tendency  to  keep  people  from  going  on  nec- 
essai-y  journeys ;  and  do  they  not  wait  until  the  time  for  some  cheaper 
rate  comes?  Do  you  not  think  that  the  cheap  excursion  occasionally 
really  lessens  your  general  business  in  that  way  ? 

Mr.  HARD^VICK,  In  our  country,  as  I  say,  having  this  peculiar  pop- 
ulation, the  negroes,  and  our  people  not  being  a  very  wealthy  peo- 
jJe,  we  have  felt  that  it  was  well  to  encourage  them  to  travel  and  go 
to  the  sea  shore  and  the  mountains,  respectively;  and  that  could 
onlv  be  done  by  these  very  low  rates.  *  We  have  operated,  as  I  have 
sai^,  a  very  large  number  of  trains,  which  you  gentlemen  here  may 
look  over  and  see. 

Mr.  Kennedy.  Might  it  not  be  that  if  you  had  a  considerably  lower 
rate  right  along,  travel  would  be  stimulated  there  as  it  was,  sav,  in 
Ohio? 

Mr.  Hardwick.  It  is  not  my  information,  Mr.  Kennedy,  that  it  has 
been  stimulated  to  a  remunerative  extent  in  Ohio.  I  have  the  figures 
here  of  the  lines,  which  I  would  like  to  read  if  you  care  for  them. 

Mr.  Kennedy.  I  may  be  mistaken.  I  got  my  information  with  re- 
spect to  that  from  some  one  right  here  at  the  end  of  the  table,  more 
than  from  anyone  else. 

Mr.  Hardwick.  There  is  nothing  more  delusive  than  the  idea  that 
these  wholesale  reductions  can  of  themselves,  as  a  normal  condition, 
force  an  increase  of  travel.  They  will  do  so  temporarily  to  a  small 
extent,  but  not  to  any  permanent  extent.  As  of  course  you  are  aware, 
the  center  of  population  is  a  station  on  the  line  of  the  Cincinnati, 
Hamilton  and  Dayton  Eailroad. 

Mr,  Kennedy.  In  Ohio? 

Mr.  Hardwick.  In  Ohio,  or  in  all  this  country. 

Mr.  EscH.  Oh,  it  is  in  Indiana. 

Mr.  Hardwick.  It  has  gone  on,  now,  has  it? 

Mr.  EscH.  Yes ;  it  is  near  Richmond,  Ind. 

Mr.  Hardwick.  Yes;  it  is  at  Richmond  now,  but  a  few  years  ago 
it  was  at  Dayton.  Anyway,  we  all  know  that  the  Cincinnati,  Hamil- 
ton and  Dayton  goes  through  a  very  populous  part  of  the  country. 
It  goes  through  counties  running  from  Hamilton  to  Hancock  in 
Ohio  with  a  mileage  of  10,052  square  miles  and  a  total  population  of 
1,359,000.  Now,  strange  to  say,  m  the  case  of  the  Cincinnati,  Hamil- 
ton and  Dayton  Railroad,  because  it  is  so  near  the  center  of  popula- 
tion (it  works  out  an  average  of  103  people  to  the  square  mile  against, 
as  I  tried  to  show,  between  27  and  37  m  our  country) — on  the  Cin- 
cinnati, Hamilton  and  Dayton  Railroad,  on  the  line  from  Cincin- 
nati to  Toledo,  which  is,  1  suppose,  without  doubt  one  of  the  most 
satisfactory  roads  for  passenger  traffic  (it  is  a  straight-line  proposi- 
tion, and  has  not  many  grades  and  curves,  and  goes  through  a  splen- 
did country,  and  ought  to  be  able  to  show  at  the  very  best) — ^the  2- 
cent  rate  became  eflfective  in  Ohio  on  the  10th  of  March  last;  and 
beginning  in  January  and  February,  that  line  between  Cincinnati 
and  Toledo  showed  an  increase  for  January  of  5  per  cent,  and  in 
February  of  10  per  cent.    Beginning  immediately  with  the  2-cent  rate 
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in  March,  thoy  sliowed  a  decrease  of  0  per  cent  in  March,  9  per  c*ent 
in  xVpril,  9  per  cent  in  May,  2  per  cent  in  June,  1  per  cent  in  Au^^ist, 
and  3.5  per  cent  in  October. 

Mr.  Ryan.  With  what  are  vou  making  the  comparison? 

Mr.  Hardwk^k.  I  am  simply  showing  the  actual  results — the  effect 
of  the  'i-cent  rate  where  it  is  supposed  to  be  remunerative  to  the  gen- 
eral public. 

Mr.  Herbert.  But  with  what  parts  of  the  State?  You  have  not 
stated  that. 

Mr.  Hardwick.  I  said  the  Cincinnati,  Hamilton  and  Dayton,  run- 
ning from  (Cincinnati  to  Toledo,  which  is  the  best  part  of  Ohio — not 
only  Ohio,  but  probably  the  best  part  of  the  country. 

Mr.  Kennedy.  No;  you  are  greatly  mistaken  about  it  being  the 
best  part  of  Ohio. 

Mr.  Hardwick.  I  heg  vour  pardon — well,  next  to  Youngstown. 

Mr.  EscH.  Mr.  Kennedy  comes  from  the  eastern  part  of  the  State. 

Mr.  Kennedy.  The  roads  running  from  Pittsburg  to  Cleveland, 
and  up  through  our  valley,  earn  approxiinatelv  $55,000  per  mile  of 
track.  There  are  no  railroads  on  the  face  or  the  earth  that  earn 
more  than  they  do.  They  do  not  court  the  passenger  traffic;  they 
would  be  glad  to  get  rid  of  it.  Most  of  the  passenger  traffic  through 
all  of  our  section  of  the  country  goes  on  the  trolley  cars,  and  yet  the 
other  roads  showed  a  great  increase  when  the  rate  was  ivduced. 

Mr.  Hardwick.  The  other  reductions  run  down  on  that  system 
through  the  more  thinly  settled  sections  of  their  branch  lines,  amount- 
ing to  an  average  of  35  per  cent  reduction. 

The  Acting  Chairman.  Mr.  Hardwick,  you  are  speaking  purely  oi 
passenger  traffic? 

Mr.  Hardwick.  Yes,  sir. 

The  Acting  Chairman.  Mr.  Kennedy  is  speaking  of  the  earnings 
of  the  road  regardless  of  whether  the  traffic  is  freight  or  passenger. 

Mr.  Hardwick.  I  am  speaking  of  the  effect  of  the  2-cent  rate. 

Mr.  Stevens.  Mr.  Hardwick,  is  not  a  part  of  that  reduction  caused 
by  the  competition  of  trolley  lines? 

Mr.  Hardwick.  I  want  to  say  that  in  the  case  of  trolley  lines  it  is 
always  a  "  wheel  within  a  wheel."  Trolley  lines  of  themselves  are 
the  best  evidence  of  a  densely  populated  country,  A  trolley  line  can 
not  be  compared  with  a  steam  railroad,  because  its  conditions  are 
absolutely  different.  Most  trolley  lines  go  through  the  central  square 
of  the  town,  and  on  out  through,  round  about  the  principal  part  of  the 
town.  The\^  then  buy  up,  as  a  usual  rule,  certain  suburban  tracts 
for  residences  and  business  development,  etc.  A  railroad  engages 
in  none  of  those  things.  It  engages  simply  in  transportation.  A 
trolley  line  can  therefore  transport  passengers  at  a  very  low  rate  and 
make  money  enormously  out  of  these  collateral  investments;  but  a 
railroad  has  nothing  to  make  money  out  of  except  the  transportation 
which  it  gives. 

Mr.  Si^VENS.  Take  that  same  territory  between  Cincinnati,  Hamil- 
ton and  Dayton:  The  trolley  lines  are  very  thick  in  that  territory, 
as  I  recall. 

Mr.  Hardavick.  Yes,  sir. 

Mr.  Stevens.  Will  not  those  trolley  lines  at  some  time — ^because  I 
think  there  are  new  trolley  lines  being  built  there  all  the  time — take 
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quite  a  lar^e  volume  of  that  traffic  away  from  the  Cincinnati,  Hamil- 
ton and  Dayton  road? 

Mr.  IIardwk  K.  Oh,  naturally;  and  parts  of  them  do  already  take 
it  away.  The  Cincinnati,  Hamilton  and  Dayton  and  its  branche.-' 
already  show  these  decreases,  running  all  the  way  down  from  1  per 
cent  to  45  per  cent. 

Mr.  Stevens.  Would  not  the  decrease  have  existed  anyway  ? 

Mr.  Hardwick.  Of  course,  you  know,  that  is  something  we  can  not 
say.     Under  the  normal  conditions 

Mr.  Stevens.  Well,  you  can  judge  of  this.  That  it  generally  hap- 
pens, when  there  is  a  trolley  competition  between  two  such  points  as 
Cincinnati  and  Hamilton  or  Dayton,  that  the  trolley  line  will  have 
the  preference  as  against  the  railroad,  within  a  reasonable  distance. 

Mr.  Hardwick.  I  say,  on  account  of  the  local  conditions,  you  know, 
running  up  into  towni. 

Mr.  Ste^-ens.  Yes. 

Mr.  Hardwick.  But  1  do  also  want  to  say  that  if  the  Cincinnati, 
Hamilton  and  Dayton  management,  knowing  of  the  approach  of  this 
trolley  line  and  this  development  of  competition,  had  considered  that 
it  could  meet  those  rates  or  low^er  its  own  rates  and  make  money,  it 
naturally  w  ould  have  done  so.  That  would  have  been  its  business. 
You  do  not  suppose  a  railroad  holds  its  rates  arbitrarily  high  to  dis- 
able it  from  engaging  in  the  full  development  of  revenue. 

Mr.  Bartlett.  It  meets  the  conditions. 

Mr.  Hardavick.  Certainly  it  does.     That  is  my  point. 

Mr,  Stevens.  But  do  you  not  know  of  cases  in  the  States  where 
trolley  lines  have  been  put  into  just  such  locations  as  this,  and  the 
railroads  have  lowered  their  rates  to  compete  with  the  trolleys,  and 
have  introduced  additional  facilities,  and  yet  the  trolleys  would  get 
the  business? 

Mr.  Hardwick.  Yes,  sir;  that  is  true.  And,  of  course,  the  gentle- 
men that  are  more  familiar  with  our  section  know  that  that  is  a  fact. 
I  allude  to  the  railroad  that  runs  out  of  Atlanta  toward  West  Point. 
"When  the  trolley  line  was  first  put  out  to  College  Park,  a  distance  of 
8  or  9  miles,  the  railroad  met  that  rate.  Now,  of  course,  you  know  a 
railroad,  in  meeting  such  a  rate,  does  not  meet  that  rate  only  between 
the  original  point  and  the  10-mile  point  where  the  trolley  line  goes, 
or  15  miles,  as  it  may  be,  but  it  scales  every  one  of  its  rates  beyond 
that.  That  is  the  reason  it  can  not  do  those  things.  That  railroad 
did  try  to  do  that,  but  it  found  it  so  disastrous  that  it  finally  had  to 
go  out  of  that  conipetition  and  put  its  rates  back  to  where  they  were. 

Mr.  Adamson.  They  quit  stopping  the  trains  at  College  Park  and 
West  Point  because  people  would  buy  tickets  to  those  points  and  get 
off  and  ride  on  the  trolley  car. 

Mr.  Hardwick.  Yes,  sir;  it  disturbed  all  of  that,  and  it  was  bound 
to  be  disastrous. 

Mr.  Adamson.  You  can  not  come  from  Union  or  Grange  and  get 
off  at  College  Park  or  West  Point  now,  for  fear  that  you  w^ill  buy 
a  ticket  into  Atlanta  and  ride  on  the  trolley  car. 

Mr.  Hardwick.  All  the  trains  do  not  do  that.  Some  stop  there — 
quite  a  number  of  them. 

Mr.  Stevens.  That  is  just  the  point  I  am  asking  you  about.  In  the 
State  of  Ohio,  during  the  last  two  years,  there  has  Ibeen  a  tremendous 
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increase  of  trolley  competition,  and  it  is  not  fair  quite  yet  to  judge 
what  is  the  effect  of  that  2-cent  rate ;  is  it  ? 

Mr.  Hardwick.  No,  sir;  and  I  want  to  say — I  am  glad  you  asked 
that  question,  because  it  reminds  me  of  a  very  important  thing  I 
wanted  to  say — ^that  not  until  November  1,  did  the  lines  in  Ohio  begin 
using  the  2-cent  rate  for  interstate  traffic.  Notwithstanding  that  fact, 
they  were  still  ^tting  3  cents,  or  whatever  it  was,  2|,  or  more  than  2 
cents.  They  did  not  lower  their  interstate  fares  until  beginning 
November  1. 

Mr.  Stevens.  What  is  your  State  rate  in  Virginia  ? 

Mr.  Hardwick.  Our  State  rate  in  Virginia,  sir,  is  3  cents  as  a 
maximum. 

Mr.  Stevens.  Established  by  law  ? 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Bartlett.  By  Commission? 

Mr.  EscH.  Was  not  the  2-cent  rate  established  by  the  Commission 
in  Virginia  declared  unconstitutional  ? 

Mr.  Hardavick.  That  was  a  mileage  ticket,  sir.  It  w^as  estab- 
lished—it passed  the  legislature,  and  they  have  a  vei'y  peculiar  con- 
dition in  Virginia.  There  is  a  conflict  there,  which  has  never  been 
cleared,  as  to  which  one  has  the  paramount  right — the  legislature  or 
the  Commission — to  name  the  rate. 

Mr.  Bartlett.  The  trouble  about  that  was  that  the  Commission 
fixed  the  rates  at  a  certain  amount,  and  then  the  legislature,  after 
doing  that  of  its  own  motion,  wanted  by  itself  to  fix  this  2-cent  inter- 
changeable rate. 

Mr.  Hardwick.  Yes,  sir. 

Mr.  Bartlett.  That  is  the  case  that  came  up  before  the  board. 

Mr.  Hardavick.  Might  I  say  that  it  is  somewhat  similar  to  the 
situation  between  this  committee  and  the  Interstate  Commerce  Com- 
mission ? 

Mr.  Bartlett.  Well,  of  course  you  can  say  it.  I  think  probably 
it  is. 

Mr.  Kennedy.  I  suppose  the  2-cent  rate  was  held  to  be  unconsti- 
tutional because  it  was  a  discriminatory  rate  given  only  to  a  few? 

Mr.  Hardwick.  It  was  a  mileage  ticket,  sir.  The  supreme  court 
has  always  held  that  no  one  may  be  compelled  to  issue  a  mileage 
ticket. 

Mr.  Adamson.  While  you  may  do  some  things  voluntarily  in  con- 
sideration of  certain  conditions,  if  the  Government  undertakes  to 
regulate  you,  it  has  to  observe  equality. 

Mr.  Stevens.  One  question  more,  Mr.  Hardwick :  You  stated  that 
you  considered  it  an  advantage  to  sell  a  1,000-mile  ticket.  Does 
it  cost  you  less  to  issue  the  1,000-milc  ticket,  and  go  through  the 
various  forms  of  redeeming  and  caring  for  it,  than  to  sell  a  thousand 
miles  of  tickets  locally,  or  whatever  it  may  be?  Which  would  you 
prefer  to  do,  from  the  railroad  standpoint? 

Mr.  Hardwick.  Speaking  personally,  for  myself,  I  think  there  is 
no  more  iniquitous  form  of  transportation  than  a  mileage  ticket. 

Mr.  Stevens.  Why  ? 

Mr.  Hardwick.  It  is  a  source  of  the  greatest  fraud  and  depreda- 
tion upon  the  lawful  traffic.  As  was  known,  when  the  scalpers  in 
Atlanta,  through  engaging  there  in  some  dishonest  methods  or  secur- 
ing mileage  tickets  from  one  of  the  railroads  in  Atlanta,  were  closed 
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by  law,  and  their  stock  was  turned  over  to  the  various  railroads  from 
which  it  had  been  more  or  less  dishonestly  obtained,  in  that  stock 
was  found  a  very  large  number  of  the  stubs  of  the  mileage  books 
having  10  miles  and  15  miles  and  even  5  miles  unused. 

Now,  it  is  a  common  practice — and  I  do  not  mean  to  speak  dis- 
respectfully of  any  class  of  people  or  of  labor;  I  do  not  mean  to  say 
that  dishonesty  belongs,  in  so  far  as  railroading  is  concerned,  in  any 
particular  branch  of  the  service — but  the  common  practice  is  for  a 
traveler  to  use  a  mileage  ticket  and  hand  it  to  the  conductor  and 
slip  in  there  a  $1  or  a  $2  bill ;  and  the  conductor  gets  the  ticket,  and 
he  goes  on  back  to  the  baggage  car  or  the  Pullman  car,  as  it  may  be, 
and  then,  later  on,  brings  this  mileage  ticket  back  to  the  passenger, 
and  the  railroad  does  not  get  a  single  cent  for  carrying  him.  Wnat 
that  man  has  put  in  there  simply  goes  into  the  pocket  of  the  con- 
ductor, or  the  Pullman  conductor,  or  whoever  may  be  lifting  this 
transportation. 

Mr.  Byan.  That  might  be  done  whether  he  had  a  mileage  book 
or  not. 

Mr.  Hardwick.  Oh,  yes,  sir;  but  a  mileage  book  is  very  convenient, 
and  the  usual  practice. 

Again,  you  gentlemen  are  acquainted  with  the  fact  that  some  years 
ago,  ill  Chicago,  on  the  Lake  Shore  Railroad,  a  case  was  brought 
(and  that  is  only  one  example  of  many  thousands)  where  after  the 
mileage  had  been  exhausted,  and  only  the  mileage  cover  left,  coun- 
terfeit strips  of  the  mileage  were  inserted  in  this  cover.  The  scalpers 
engaged  in  that,  and  the  cover  was  all  right,  and  it  appeared  to  be 
'n  every  way  authentic:  but  the  contents  of  it,  (li*?  records  u|>on 
which  the  railroad  relied  to  set  their  money,  were  found  to  be  counter- 
feit. You  remember  that  that  was  brought  up  in  Chicago,  and  the 
perpetrators  there  were  convicted. 

Mr.  TowNSEND.  It  always  requires  the  conuiv'iuice  of  the  con- 
ductor— ^the  employees  of  the  railroad  ? 

Mr.  Hardwick.  Yes,  sir;  or  it  may  be  a  clerk  in  the  office  of  the 
railroad. 

The  Acting  Chairman.  I  think  you  misundei'stood,  Mr  Townsend. 
It  does  not  always  require  the  connivance  of  the  conductor  ? 

Mr.  Hardwick.  Oh,  no. 

Mr.  Townsend.  Well,  I  mean,  some  railroad  employee  where  the 
book  is  to  be  used. 

Mr.  Hardwick.  Oh,  yes;  it  might  be  a  conductor,  or  as  in  this 
case,  you  see.  It  was  a  railroad  clerk  in  the  general  office — in  the 
case  I  am  alluding  to. 

Mr.  Adamson.  Would  the  danger  be  any  greater  under  the  legisla- 
tion proposed  than  under  the  tickets  you  now  sell  ? 

Mr.  Hardwick.  No  ;  but  we  submit  we  have  troubles  enough,  and 
we  hope  this  committee  will  not  add  to  them.    . 

The  committee  thereupon  adjourned  until  to-morrow,  Thursday, 
January  24,  1907,  at  10.30  o'clock  a.  m. 
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Committee  on  Interstate  and  Foreign  Co3imerce, 

Thursday^  Januanj  J 4-  t907\ 
Committee  called  to  order  at  10.35  a.  m. 

STATEMENT  OF  HON.*  HILABY  A.  HEBBEBT,  BEPBESENTINa  THE 
SEABOABD  AIB  LINE  BAILWAY  SYSTEM. 

The  Acting  Chairman  (Mr  .Mann).  We  will  be  glad  to  hear  you 
now,  Mr.  Herbert.     Please  give  your  name. 

Mr.  Herbert.  Hilary  A.  Herlx'rt.  I  represent  the  Seaboard  Air 
Line  Railway  system. 

The  A(  TING  Chairman.  Are  you  connected  with  that  road  ? 

Mr.  Herbert.  Yes,  sir. 

The  Acting  Chairman.  In  what  capacity? 

Mr.  Herbert.  I  am  local  attorney  for  that  road  in  Washinglon, 

The  Acting  Chairman.  You  may  proceed. 

Mr.  Herbert.  Mr.  Chairman  and  gentlemen :  These  bills  all  relate 
to  a  uniform  system  of  mileage  over  the  whole  of  the  United  States — 
that  is,  the  United  States  proper,  the  continental  United  States. 

Passenger  rates  are  the  prices  for  services  rendered.  It  is  contrary 
to  all  human  experience  that  the  prices  for  services  should  be  the 
same  over  3,000,000  square  miles  of  territory,  especially  when  that 
territory  is  composed  of  arid  lands,  mountains,  thickly  populated 
regions  and  sparsely  populated  stretches  of  country.  And  it  is  con- 
trary to  the  genius  of  our  institutions  that  we  should,  by  law,  under- 
take to  make  prices  uniform  over  such  an  extent  of  territory  when 
naturally  they  are  not  uniform. 

The  Constitution  of  the  United  States  is  said  to  be,  and  I  believe 
is,  the  wisest  code  of  fundamental  law,  or  law  of  any  kind,  that  ever 
was  devised  by  human  wisdom.  The  fundamental  idea  of  the  Con- 
stitution is  the  equality  of  the  people  and  of  the  States.  In  provid- 
ing by  law,  by  fundamental  law%  w^hat  should  be  done,  and  what 
should  not  be  done  within  the  United  States,  the  word  "  uniform  "  is 
used  only  three  times ;  one  provision  being  that  "  duties,  imports,  and 
excises  shall  be  uniform  throughout  the  United  States;^  another 
"that  there  shall  be  uniform  rules  of  naturalization;  •'  and  another 
that  there  shall  be  '*  uniform  laws  on  the  subject  of  bankruptcy 
throughout  the  United  States.'' 

With  these  exceptions  this  Government  does  not  apply  the  rule  of 
uniformity  anywhere,  I  may  say,  except  in  this  sense,  that  an  effort  is 
ahvays  made  to  have  laws  uniformly  just;  each  and  every  law  is 
adapted  to  circumstances.  For  example,  our  lands  are  not  all  alike; 
we  do  not  treat  arable  land,  mineral  land,  and  arid  land  in  the  same 
way.  The  salaries  we  pay  for  services  are  not  all  alike.  We  do  not 
pay  a  copyist  clerk  the  same  amount  that  we  pay  to  a  chief  of  a 
bureau.  We  do  not  even  pay  labor  alike  in  the  navy-yards  of  the 
United  States.  Labor  at  Pensacola  and  New  York,  eVen  though  of 
the  same  class,  is  not  paid  uniform  rates.  The  Secretary  of  the  Kavy 
is  instructed  by  law  to  consider  the  wages  that  prevaif  in  the  imme- 
diate neighborhood  of  each  navy-yard.  These  wages  are  influenced 
by  the  cost  of  living  and  other  circumstances.  And  so  the  wages  of 
labor  are  graduated  in  every  case  according  to  circumstances. 
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Wise  legislation  considers  the  particular  facts  and  circumstances 
surrounding  each  case.  A  wise  law  ought  to  be  adapted  to  circum- 
stances of  each  case  and  to  the  situation  to  which  it  applies,  just 
exactly  as  a  tailor-made  suit  ought  to  fit  the  customer.  The  tailor 
measures  accurately  around  the  waist,  under  the  armpits,  the  length 
of  the  arm,  the  length  of  the  leg,  and  makes  the  suit  accordingly ;  and 
whenever  you  find  a  tailor  that  can  make  a  suit  that  will  fit  every  man 
in  the  United  States  then  it  will  be  time  to  consider  making  »i 
straight  rate  that  will  be  adapted  to  every  railroad  in  the  United 
States. 

I  know  very  well  that  these  bills  before  you  give  you  full  juris- 
diction of  the  whole  subject-matter  ow  passenger  rates  throughout  the 
country:  and  that  having  the  subject-matter  before  you,  you  have  it 
in  your  power  to  consider  the  whole  question.  xVnd  it  you  have 
information  that  will  give  you  accurately  the  situation,  the  circum- 
stances, the  capacity,  and  the  capabilities  of  every  road,  then  you 
might  make  a  general  law  that  could  be  adapted  to  every  railroad 
in  the  United  States.  But  if  you  had  such  information  before  you 
you  would  find  at  the  very  outset  that  there  was  a  differena^  between 
any  two  systems,  although  they  may  lie  side  by  side,  and  although 
they  may  operate  in  the  same  zone.  You  would  find  that  there  was  a 
difference  tliat  required  distinct  and  separate  provisions. 

Now,  I  have  noticed  some  of  the  legislation  recommended  by  this 
committee  since  we  have  been  attending  these  meetings,  bills  relating 
to  bridges  across  rivers.  How  do  you  get  at  the  facts  there?  They 
are  reported  to  you  by  experts.  We  have  engineers  stationed  in 
every  single  district  in  the  United  States.  These  engineers  are  grad- 
uates of  West  Point ;  they  were  selected  from  the  top  of  their  several 
classes  because  of  their  ability  and  knowledge  of  engineering;  and 
when  a  bridge  bill  is  proposed  it  is  always  referred  to  one  of  these 
experts,  who  makes  a  report  to  the  War  Department.  The  War 
Department  overlooks  his  work  and  reports  it  to  you;  you  take  up 
that  case  and  consider  it  with  the  facts  before  you. 

You  ought  to  have — every  committee  ought  to  have,  if  it  were  pos- 
sible— just  as  much  and  as  accurate  expert  information  upon  any 
great  question  you  legislate  upon,  especially  when  it  involves  such 
interests  as  are  now  before  you,  as  you  have  in  these  bridge  cases.  If 
you  had  that  information  you  would  find  in  the  very  outset  that 
there  was  just  as  much  difference  between  two  railroads  and  two  rail- 
road systems,  wherever  they  might  lie,  as  there  is  between  the  plans 
of  these  bridges. 

There  is  just  one  law,  a  natural  law,  that  does  more  toward  equal- 
izing rates,  in  my  opinion,  than  it  is  possible  for  this  Congress  ever 
wisely  to  do,  and  that  is  the  law  of  competition.  Just  consider  what 
has  been  the  effect  of  that  law  heretofore.  Railroad  rates  have  dif- 
fered very  much  in  the  past,  but  they  are  gradually  coming  together. 
You  have  had  before  you  testimony  showing  the  wide  and  remark- 
able differences  that  exist  between  sections  of  the  country;  between 
the  West,  where  thaf  system  of  railroad  lies  that  is  represented  by 
Judge  Payson ;  and  the  South,  where  the  system  lies  that  is  repre- 
sented by  myself ;  and  also  New  England.  And  yet  you  find  that 
there  is  very  little  difference  to-day  between  the  maximum  rates  in 
New  England,  in  the  South,  and  in  the  West.  It  is  the  difference 
lietween  2  and  *^  cents.     There  are  very  few  railroads  in  the  Unite(' 
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States  that  now  charge — perhaps  none  of  them,  according  to  the  testi- 
mony— a  maximum  rate  exceeding  3  cents  per  mile  in  interstate  com- 
merce, and  they  are  very  few.  If  any,  perhaps  none  of  them  charge 
lower  than  2  cents  a  mile.  That  is,  there  is  brought  about  by  compe- 
tition only  a  difference  of  50  per  cent  in  these  roads,  brought  about 
by  natural  laws;  and  I  do  not  believe  that  human  legislation  could 
expect  to  reach  such  results. 

Gentlemen,  you  have  not  the  time,  and  I  am  sure  you  have  not  the 
information,  nor  the  time  to  get  the  information,  that  would  enable 
you  to  make  a  wise,  proper,  and  just  bill  that  would  apply  over  the 
whole  of  the  United  States;  that  would  reg[ulate  all  these  railroads 
and  fix  a  fair  rate  for  interstate  transportation  to  them  all  over  the 
whole  country.  When,  the  other  day.  Judge  Payson  had  read  a  Massa- 
chusetts decision  which  was  applicable  to  this  case,  and  which  was  to 
the  effect  that  the  State  government  of  Massachusetts  had  no  right  by 
law  to  declare  or  enact  that  two  railroads  should  be  compelled  to  enter 
contractual  relations  with  each  other,  the  chairman  asked  whether 
there  was  an  analogy  between  these  two  cases :  Has  the  Federal  Gov- 
ernment more  powder  or  less  power  over  interstate  commerce  than  a 
State  has  over  interstate  commerce?  It  seems  to  me  perfectlv  clear 
that  the  analogy  is  absolute  and  complete,  that  the  State  has  absolute 
and  complete  jurisdiction  over  interstate  commerce,  excepting  as  modi- 
fied by  the  Constitution — ^that  is,  by  the  fourteenth  amendment,  which 
provides  that  "  life,  liberty,  or  property  shall  not  be  taken  without  due 
process  of  law,"  and  that  the  Federal  Government  has,  on  the  other 
hand,  just  as  absolute  and  just  as  complete  jurisdiction  over  the  inter- 
state commerce,  its  jurisdiction  being  limited  and  affected  only  by  that 
similar  provision  of  the  Constitution  which  occurs  in  the  Fifth 
Amendment. 

Mr.  Mann.  Before  you  leave  that  argument,  may  I  direct  your 
attention  to  this  suggestion  in  order  that  you  may  consider  it:  A 
State  corporation  derives  its  power  through  a  charter,  which  is  a 
contract  between  the  State  and  the  corporation,  and  the  State,  through 
its  police  powers,  is  in  a  way  a  controlling  factor  in  the  legislation 
affecting  the  rights  of  the  company.  The  United  States  Government, 
of  course,  can  not  directly  require  one  railroad  company  to  enter  into 
contractual  relations  with  another,  because  it  has  no  jurisdiction 
over  the  subject  at  all.  But  the  power  of  the  General  Government  is 
not  affected  by  the  charter  rights  which  have  been  granted  by  the 
State.  Does  the  General  Government  have  authority  under  its  power 
to  regulate  commerce  between  the  States,  to  forbid  a  railroad  com- 
pany doing  interstate  commerce  business  excepting  upon  certain  terms 
which  may  include  entering  into  contractual  relations  with  another 
company?     Will  you  please  consider  that  in  your  argument? 

Mr.  Herbert.  To  answer  that  I  will  go  back  a  moment.  Every 
State — ^sovereign  State — ^that  is  not  connected  with  any  other  State, 
has,  by  virtue  of  its  sovereignty,  complete  control  over  commerce 
within  its  boundaries,  so  that  a  State  in  granting  a  charter  to  a  rail- 
road company  or  other  corporation  may  fix  what  terms  it  pleases,  and 
may  make  a  contract  with  that  corporation  every  time  it  grants  a 
charter  that  such  corporation  shall  do  business  under  certain  condi- 
tions. It  was  decided  in  the  Dartmouth  College  case  that  a  charter 
is  a  contract,  and  a  State  has  a  right  to  put  specific  provisions  in  the 
contract.     But  I  was  laying  down  the  general  proposition,  first,  that 
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ihe  State  has  complete  jurisdiction,  as  these  remarks  of  mine  indi- 
cate, not  only  jurisdiction  to  grant  a  charter,  but  jurisdiction  to 
grant  it  on  conditions. 

Mr.  Richardson.  Right  there,  Mr.  Herbert ;  when  the  State  grants 
a  charter  to  a  railroad,  and  puts  in  there  certain  restrictions,  and  that 
State  stands  tacitly  by  and  sees  a  railroad  consolidate  with  that  rail- 
road to  which  it  has  just  granted  a  charter,  and  that  State  makes  no 
objection,  what  is  the  effeS  then  ? 

Mr.  Herbert.  I  think  the  effect  of  that  is  that  it  consents  to  that 
absorption  of  that  road. 

Mr.  Richardson.  Can  a  State  invoke  restrictions  granted  in  the 
charter  after  it  has  sat  quietly  by  and  witnessed  the  consolidation  of 
these  roads  ? 

Mr.  Herbert.  I  doubt  very  much  whether  it  could. 

Mr.  Adamson.  If  the  officials  of  a  State  are  too  derelict  in  their 
duty  to  prevent  it,  are  the  people  of  that  State  estopped  from  after- 
wards asserting  their  rights? 

Mr.  Herbert.  I  think  the  people  of  the  State  are  estopped  by  what 
their  representatives  do.  There  always  must  be  somebody,  either  the 
legislature,  the  governor,  or  the  government,  that  represents  the 
State,  and  therefore  the  people  of  the  State,  if  a  sovereign  can  be 
stopped  at  all,  may  be  estopped  by  their  government  which  represents 
them. 

Mr.  Adamson.  The  constitution  of  the  State  may  declare  that  con- 
solidation shall  not  occur,  yet  it  does  occur  in  a  number  of  cases.  Do 
you  say  that  citizens  who  have  a  right  to  invoke  that  provision  of  the 
constitution  are  estopped  because  certain  officials  do  not  do  their 
duty? 

Mr.  Herbert.  I  would  say  clearly  not  in  that  case,  Mr.  Adamson, 
because  the  people  have  reserved  to  themselves  in  your  State,  Geor- 
gia, a  power  which  the  legislature  has  no  right  to  take  away,  either 
by  active  or  passive  acts;  by  anything  actively  done  or  suffered  to  Iw 
done. 

Mr.  Mann.  It  is  quite  certain  that  that  which  they  can  not  do 
by  direction  they  can  not  do  by  indirection. 

Mr.  Herbert.  You  have  exprcvssed  my  idea  better  than  I  could 
myself. 

Mr.  Richardson.  Does  it  not  lead  to  this:  As  you  stated,  a  State  has 
jurisdiction  over  interstate  commerce.  Has  it  the  right  where  com- 
merce commences  within  the  State  and  goes  outside,  to  prescribe  a 
charge  or  rate  for  a  railroad  from  the  beginning  of  the  transpor- 
tation of  that  commerce  to  the  State  line? 

Mr.  Herbert.  No,  sir.  It  was  decided  in  the  case  of  the  steamboat 
Ball — I  don't  remember  the  first  name — ^but  in  that  case  it  was  held 
that  whenever  freight  begins  to  move  from  one  State  to  another,  and 
is  directed  to  another  State,  although  the  company  that  is  chartered 
to  do  business  within  the  State  only  holds  itself  responsible  for  the 
freight  while  it  is  within  the  State,  yet  if  the  freight  begins  to  move 
upon  that  line  and  is  directed  to  another  State,  and  its  destination 
is  through  that  State  and  to  another  State,  then  it  is  interstate  com- 
merce, and  the  State  can  not  regulate  it.  From  the  time  such  freight 
begins  to  move  it  is  a  subject  of  interstate  commerce,  and,  therefore, 
RUDJect  to  the  jurisdiction  of  the  United  States.     JBut,  gentlemen, 
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you  are  leading  ine  away  from  my  answer  to  the  question  propounded 
by  Mr.  Mann. 

Mr.  Richardson.  Have  you  given  any  attention  to  the  fact  as  to 
what  the  real  proportion  is,  in  your  judgment,  of  the  commerce  that 
a  State  actually  controls  as  compared  to  the  commerce  controlled  by 
the  Government  in  interstate  commerce? 

Mr.  Herbert.  I  could  not  undertake  to  give  you  the  proportion. 

Mr.  Richardson.  The  jurisdiction  that  the  State  has  in  commerce 
must  be  very  small. 

Mr.  Herbert.  Well,  I  should  not  say  very  small,  but  relatively 
small. 

Mr.  Ri('nARi>8()N.  Not  over  15  per  cent. 

Mr.  Herbert.  I  do  not  remember  the  percentage. 

Mr.  Mann.  It  was  stated  to  me  last  summer  by  a  railroad  auditor — 
but  who  I  thought  was  mistaken  at  the  time — that  the  intrastate 
commerce  would  amount  to  over  00  per  cent. 

Mr.  Richardson.  My  information  was  that  it  did  not  exc^Mid  15 
per  cent. 

Mr.  Bartlett.  I  think  you  will  find  in  the  report  of  the  Intei-state 
Commerce  Coiiuiiission  of  either  1898,  1899,  or  1900  that  the  inter- 
state commerce  is  over  two-thirds.  That  is  what  they  reported  to 
Congress. 

Mr.  Mann.  That  was  my  impression,  but  this  gentleman  who  was 
well  informed  as  a  railroad  officer  said  that  it  was  over  CO  per  cent. 

Mr.  Herbert.  That  question  of  the  proportion  between  interstate 
and  intrastate  commerce  is  a  matter  of  importance  only  to  this 
extent,  that  an  answer  to  it  would  show  that  the  jurisdiction  w^hioh 
you  exercise  over  interstate  commerce  is  very  important.  I  think 
that  is  all  that  the  answer  would  show. 

Mr.  Richardson.  That  is  all  it  is  intended  to  show. 

Mr.  Herbert.  The  question  w^as  asked  by  the  chairman  whether 
the  Government — this  Confess — would  not  have  the  right,  in  regu- 
lating commerce,  to  fix  conditions  and  to  say  that  commerce  shall  not 
be  regulated,  it  shall  not  be  carried  on — that  is,  interstate  commerce — 
excepting  upon  this  condition  or  that  condition.  My  answer  to  that 
is  that  your  power  to  fix  conditions  is  no  broader,  not  a  bit,  than  your 
power  to  enact  a  straightforward  law. 

You  can  not  do  by  indirection  what  you  can  not  do  directly.  If 
you  have  no  power  to  enact  that  a  given  contractual  relation  shall  be 
entered  into  between  A  and  B,  then  you  have  no  right  to  enact  that 
they  shall  not  do  business  unless  they  make  such  a  contract,  because 
then  you  would  be  doing  just  exactly  what  the  courts  have  always 
said  no  le^slative  body  can  do.  You  will  have  exercised  power  by 
way  of  fixing  conditions  that  you  could  not  exercise  directly.  I  think 
that  is  the  answer  to  it. 

The  Constitution  of  the  United  States  divided  the  jurisdiction  be- 
tween States  and  the  Federal  Government  when  it  said  that  the 
Federal  Government,  that  Congress,  shall  have  jurisdiction  over 
interstate  commerce,  jurisdiction  over  commerce  between  the  States 
and  foreign  commerce.  There  was  a  grant  of  power  to  Congress,  and 
that  granted  all  the  power  that  was  over  interstate  commerce.  All 
the  power  that  the  State  had  over  that  subject-matter  was  granted 
to  Congress,  and  all  the  power  that  it  did  not  grant  over  commerce 
was  held  in  its  own  hands,  and  that  is  the  power  over  intrastate 
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commerce;  and  one  is  just  as  complete  and  as  absolute  as  the  other. 
Both  of  these  jurisdictions  are  subject  to  whatever  other  constitu- 
tional provision  may  bear  upon  them.  There  is  no  constitutional 
provision  that  I  know  of  that  bears  upon  either  of  them — that  is,  in 
the  Federal  Constitution — excepting  the  fifth  amendment,  which  ap- 
plies to  the  Federal  Government,  and  the  fourteenth  amendment, 
which  applies  to  the  States. 

There  is  a  curious  contrast  between  the  circumstances  under  which 
these  two  similar  provisions  were  adopted.  In  the  first  place  the 
States,  when  they  were  forming  the  Constitution,  were  afraid  of  the 
General  Government — afraid  to  trust  it  with  too  much  power,  and 
therefore  they  refused,  some  of  them  at  least  did,  or  enough  to  have 
prevented  the  Union  from  being  formed  othei'wise,  to  ratify  the  Con- 
stitution without  these  twelve  amendments.  The  fourteenth  amend- 
ment contained  the  provision :  "  Nor  shall  any  State  deprive  any  per- 
son of  life,  liberty,  or  property  without  due  process  of  law." 

Mr.  Bartleit.  Mr.  Jefferson  says  that  while  they  did  not  refuse  to 
ratify,  the  undei-standing  tiicitly  was  that  these  amendment^  could  be 
offered  in  the  next  Congress,  and  it  was  done.  He  said  that  when  the 
Constitution  was  submitted  to  him — he  was  abroad  at  the  time  and 
took  no  part  in  the  Congressional  convent  i(m — and  that  they  sug- 
gested some  of  these  amendments,  and  they  were  passed  at  the  first 
Congress  w^ith  that  tacit  understanding. 

IMfr.  Herbert.  I  think  they  were  all  passed,  every  one  of  them, 
before  Rhode  Island  was  admitted,  and  before  North  Carolina  came 
into  the  Union,  so  that  my  proposition  is  correct,  the  Union  would 
not  have  been  formed  as  it  was  without  these  amendments.  It  was 
understood  by  all  of  the  States,  when  they  were  adopted,  that  some- 
thing of  the  kind  would  be  adopted.  At  any  rate  the  fifth  amend- 
ment was  adopted  at  the  very  beginning,  and  it  was  applicable  to  the 
Federal  Government. 

The  States  being  afraid  of  the  exercise  of  power  by  the  Federal 
Government,  said:  "Nor  shall  life,  liberty,  or  propertv  l>e  taken 
without  due  process  of  law ;"  then  we  went  on,  and  there  finally  came 
the  great  conflict  between  States  rights  on  the  one  hand  and  Fed- 
eral construction  on  the  other — ^the  civil  war.  The  fourteenth  amend- 
ment was  proposed  while  some  of  the  States  were  practically  out  of 
the  Union — that  is  to  say,  the  Congress  said :  "  We  are  afraid  to  let 
you  come  back  here  without  some  amendment  that  will  limit  your 
power  in  the  future,  and  we  are  not  going  to  let  you  in  imless  you 
will  adopt  these  amendments,"  and  they  did  adopt  the  fourteenth 
jiraendment  before  they  came  in.  So,  I  say,  in  this  case,  the  Federal 
Government  was  afraid  of  the  States,  and  it  put  that  same  limita- 
tion on  the  States.  They  copied  it  from  the  fifth  amendment : 
"•  Neither  life,  liberty,  nor  property  shall  be  taken  without  due  process 
of  law;"  so  that  the  j)rovisions  are  practically  identical;  and  these 
two  provisions  are  the  only  limitations  in  the  Federal  Constitution, 
so  far  as  I  know  or  can  think  of  now,  upon  the  power  of  the  States 
or  the  Federal  Government.  You  have  got  the  same  power  that  the 
States  have,  you  have  the  same  power  over  interstate  commerce  that 
the  States  have  over  intrastate  commerce,  sj^eaking  generally,  and 
any  State  decision  that  applies  to  the  power  of  the  State  government 
over  intrastate  commerce,  will  likewise  apply  to  the  power  of  this 
Government  over  interstate  commerce.     I  think  the  decisi(ji  of  the 
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Virginia  court  of  appeals  is  in  point,  and  the  Massachusetts  case  is 
in  point. 

Mr.  Bartlett.  May  I  interrupt  you  ?  I  was  not  here  when  Judge 
Payson  called  attention  to  the  Virginia  court  of  appeals  case.  Have 
you  got  that  case  there  ? 

Mr.  Herbert.  T  have  not. 

Mr.  Bartlett.  Did  they  decide  that  the  question  of  constitution- 
ality as  governed  by  the  fourteenth  amendment? 

Mr.  Herbert.  Not  in  that  case;  the  fourteenth  amendment  was 
not  involved. 

Mr.  Bartleti'.  Did  they  decide  that? 

Mr.  Herbert.  No;  I  don't  think  they  did,  because  in  every  State 
constitution  there  are  similar  provisions  about  life,  liberty,  and  prop- 
erty not  being  taken  away ;  and  there  is  one  good  reason  why — I  don't 
know  whether  the  decision  gave  it — a  State  could  not  force  one  rail- 
road to  have  contractual  relations  with  another — that  it  would  be 
taking  away  the  natural  liberty  of  the  person,  the  corporation — ^the 
corporation  is  a  person. 

Mr.  Bartlett.  Do  you  think  a  corporation  has  an  inherent  right 
to  natural  liberty  ? 

Mr.  Herbert.  Yes,  sir;  liberty  of  that  kind,  yes — liberty  to  con- 
tract. I  think  it  would  apply  to  liberty  to  contract.  You  can  not 
compel  a  corporation  to  contract  unless  you  reserve  that  power  in 
the  charter,  any  more  than  you  can  compel  an  individual  to  contract 
with  another. 

Mr.  Kennedy.  But  two  connecting  lines,  making  a  line  over  which 
the  consignee  sends  his  goods — the  railroad  that  takes  them  and  car- 
ries them  to  the  connecting  point,  when  it  delivers  them  from  the 
other  line — must  be  held  to  be  agent  for  the  consignee,  and  the  other 
line  must  pay ;  so  that  there  is  some  sort  of  relation  within  the  statute 
and  by  law  between  the  consignee  and  both  of  those  lines.  They 
occupy  at  least  a  contractual  relation  with  the  consignee. 

Mr.  Mann.  Well,  I  didn't  know  but  what  you  had  examined  it. 

Mr.  Herbert.  I  did  not  consider  that  particular  point. 

Mr.  Kennedy.-  There  is  another  clause  of  the  Constitution  that  gives 
to  citizens  of  the  several  States  all  the  rights,  privileges,  and  so  on, 
of  any  particular  State.  That  is  not  me  language,  exactly;  but 
could  a  railroad  in  any  one  State  refuse  to  take  goods  that  were  con- 
simed  by  a  citizen  of  another  State? 

jVfr.  Herbert.  Under  that  profusion,  that  being  a  common  carrier 
in,  say,  the  State  of  Alabama 

Mr.  Kennedy.  Suppose  a  citizen  of  Texas,  by  means  of  a  connect- 
ing road  that  goes  into  the  State  of  Alabama,  consigns  goods  over 
that  road.     It  would  be  compelled  to  carry  them,  would  it  not  ? 

Mr.  Herbert.  It  might  be  possible,  Mr.  Kennedy,  that  the  tenor 
of  that  provision  would  compel  a  road,  if  it  was  a  common  carrier  in 
the  State  of  Alabama,  to  cari*y  goods  also  for  a  citizen  of  the  State 
of  Texas;  that  is  possible. 

Mr.  Kennedy.  In  that  sense,  when  a  State  charters  a  road,  it  acts 
as  the  agent  of  the  whole  American  people,  and  not  of  the  people  of 
the  State. 

Mr.  Herbert.  I  do  not  see  the  value  of  these  questions  directly 
upon  the  point  at  issue,  as  to  whether  or  not  the  Government  has  a 
right  to  make  one  railroad  become  the  banker  for  another. 
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Mr.  Herbert.  Of  course  they  do. 

Mr.  Kjennedy.  They  are  compelled  by  law  to  take  it. 

Mr.  Herbert.  I  don't  believe,  Mr.  Kennedy,  that  the  Congress  of 
the  United  States  has  any  power  to  create  interstate  commerce;  they 
can  regulate  it. 

Mr.  EicnARDSON.  Right  in  that  connection,  where  Congres  has  not 
the  power  to  direct  the  contractual  relations  between  the  two  common 
earners,  would  not  the  doctrine  come  in  that  if  one  of  the  common 
carriers  refused  to  make  those  relations,  would  not  the  common  law, 
inasmuch  as  the  conmion  carrier  held  itself  up  to  public  business,  re- 
quire the  conmion  carrier  to  transport  that  freight? 

Mr.  Herbert.  I  do  not  believe  that  you  can  compel  a  railroad  com- 
panv  to  enter  into  interstate  commerce  unless  it  desires  to  do  so. 

Mr.  Mann.  It  is  your  opinion  that  the  operation  of  the  railroad- 
rate  law  enacted  at  the  last  session,  authorizing  the  Interstate  Com- 
merce Commission  to  establish  through  rates,  is  unconstitutional  ? 

Mr.  Herbert.  I  think  it  is  constitutional.  Certainly,  when  applied 
to  railroads  that  are  already  in  interstate  commerce,  if  it  went  to  the 
extent  of  asserting  that  it  could  compel  railroads  to  engage  in  inter- 
state conrmierce  that  were  not  alreadv  engaged  in  it. 

Mr.  Manx.  But  it  compels  railroads  to  enter  into  contractual 
relations. 

Mr.  Herbert.  I  do  not  think  so.  They  have  already  entered  into 
contractual  relations  when  they  agree  to  transport  for  each  other. 

Mr.  ]VL\NN.  The  bill,  I  believe,  has  authorized  the  Interstate  Com- 
merce Conmiission  to  establish  through  routes,  although  the  railroads 
themselves  may  decline  to  do  so,  as  they  have  in  some  cases. 

Mr.  Herbert.  I  would  not  like  to  exprass  an  opinion  upon  that 
question- 
Mr.  Kennedy.  I  do  not  think  there  is  any  sensible  reason  why  we 
.should  make  any  such  law.  I  think  the  paasenger  would  be  fully 
protected  if  he  can  have  his  ticket  redeemed  by  the  road  issuing  it. 

Mr.  Herbert.  I  can  see  that  under  certain  circumstances  a  railroad 
in  a  State  could  be  bound,  whether  it  wished  to  do  it  or  not,  to  carry 
for  another  railroad  in  another  State,  and  therefore  involuntarily 
engage  in  interstate  commerce.  But  even  if  I  conceded  that,  it  does 
not  concede  the  rights  that  are  asserted  in  the  bill  before  you,  par- 
ticularly the  Sherman  bill,  the  right  to  make  one  railroad  redeem  the 
tickets  that  have  been  issued  by  another. 

Mr.  Mann.  I  don't  think  that  any  time  has  been  wasted  in  discuss- 
ing that  point,  but  on  the  question  of  the  rights  of  one  railroad  to  ac- 
cept interchangjeable  mileage  tickets  issued  by  another,  that  is  another 
proposition  entirely. 

Mr.  Herbert.  It  is  true  that  some  of  the  bills  here,  I  believe  the  bill 
of  Mr.  Kennedv,  confines  the  redemption  to  the  road  that  issues. 

Mr.  Mann.  ilr.  Sherman  himseli  stated  that  that  was  his  own  idea. 

Mr.  Herbert.  Then  we  need  not  discuss  that  question. 

Mr.  Mann.  No. 

Mr.  Kennedy.  So  far  as  I  am  concerned  you  need  not,  because  I  do 
not  think  there  is  any  necessity  for  any  such  drastic  reflations  as 
that.  I  do  not  think  there  can  be  any  reason  given  for  it;  it  is  too 
extreme. 
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Mr.  Herbert.  Wliatever  may  be  the  l:)eariiig  of  the.se  questions 
which  you  have  propounded  to  me,  some  of  which  I  did  not  anticipate, 
1  don't  know  that  I  am  able  to  answer  them  satisfactorily  to  myself. 
As  I  undei*stand  these  decisions,  first,  by  the  United  State.^  Supreme 
Court  in  the  case  which  you  all  rememl>er — I  do  not  i-emember  the 
name  of  it  now — that  no  State  had  a  right  to  sell  to  one  person,  who 
was  able  to  pay  for  it,  a  thousand-mile  ticket,  and  thus  prefer  him  to 
other  people  who  were  not  able  to  pay  for  it. 

Mr.  Bartleti\  That  is  the  Michigan  case,  but  that  was  the  con- 
struction of  a  State  statute,  however. 

Mr.  Herbert.  That  was  the  construction  of  a  State  statute,  but  the 
particular  principle  laid  down  by  the  court  in  the  Michigan  case,  it 
would  seem  to  me,  would  cover  the  proposition  in  all  these  bills,  and 
the  decision  of  the  Virginia  court  of  appeals  is  also  preciseW,  it 
seems  to  me,  upon  that  point.  But  I  go  on  now  upon  the  supposi- 
tion that  it  is  in  your  power  to  avoid  the  constitutional  objections 
that  have  been  raised  and  decided  by  the  courts  as  conceded,  inhibit- 
ing 1,000-mile  tickets  as  provided  for  in  these  bills,  and  that  possibly 
you  may  avoid  the  force  of  these  cases  by  a  straight  2-cent  rate,  ap- 
plied universally  or  to  zones.  Gentlemen,  if  you  have  that  power  it 
IS  an  immense  power.  The  greatest  railroads  of  this  country  would 
be  subject  to  it,  and  the  most  insignificant,  the  smallest,  and  the 
weakest  would  also  be  subject  to  it,  and  these  have  a  right  to  claim 
your  protection,  your  careful  consideration.  Have  you  the  knowl- 
edge that  would  justify  you  in  entering  upon  the  Herculean  task  of 
framing  a  2-cent  bill,  or  any  bill  like  it,  that  would  apply  all  over  the 
United  States?  You  have  spent  here  so  far,  I  thiuK,  about  sixteen 
hours  in  the  consideration  oi  this  question.  You  probably  will  not 
have  during  this  session  more  than  sixteen  hours  more. 

If  you  take  that  time — 16  hours  more — from  your  other  and  varied 
duties,  and  devote  it  to  this  question,  will  you  be  able  to  get  all  the 
infornuition  that  would  enal)le  you  to  be  just  and  fair  to  all  of  these 
railroads,  the  strongest  as  well  as  the  weakest^  Gentlemen,  the 
officials  who  represent  these  roads,  some  of  whom  have  testified  before 
you,  have  spent  their  lives  in  the  study  of  this  question.  Mr.  Hard- 
wick,  who  yesterday  testified  before  you,  I  knew  -as  a  young  man 
tw^enty-five  years  ago,  when  he  first  entered  this  service.  He  has  been 
studying  that  matter  from  that  time  up  to  this.  I  have  studied  too, 
as  hard,  perhaps,  as  he  has,  but  in  other  lines.  I  would  not  undertake 
to  say  that  I  could  judge  of  what  would  be  fair  and  just  to  a  railroad 
as  well  as  Mr.  Hardwick,  as,  although  during  my  life  I  have  studied 
a  great  deal  more  than  he  has,  because  my  life  has  been  much  longer; 
and  I  do  not  think  that  you  gentlemen  could  say,  any  of  3^ou,  that  you 
are  really  experts  on  this  question. 

The  question  has  been  asked  here,  once  or  twice,  as  to  whether  or  not 
the  railroads  have  not  l>een  frequently  mistaken;  whether  it  would 
not  be  better  for  them  to  reduce  rates  more  rapidly  than  they  have,  on 
the  ground  that  a  reduction  of  rates  increases  travel.  The  most 
familiar  illustration  of  this  principle  that  I  know  of,  and  the  one 
which  perhaps  has  had  the  greatest  effect  on  legislation,  was  known 
as  the  Rowland  Hill  bill,  which,  I  believe,  was  m  the  Parliament  of 
Great  Britain.  At  any  rate,  whether  I  have  the  facts  or  not,  Rowland 
Hill  was  the  great  mover  in  the  matter,  and  the  question  was  whether 


RAILROAD    PASSENGER    FARES    AND    MILEAGE    TICKETS.  191 

the  postage  in  Great  Britain  eould  be  brought  (h)\vn  from  the  high 
rate  at  which  it  was  (something  like  half  a  shilling)  to  a  penny — 
whether  it  was  possible  to  reach  penny  postage.  The  contractors  said 
not.  Parliament  insisted  that  it  was  possible.  One  reduction  after 
another  was  made,  and,  finally.  Great  Britain  reached  penny  postage, 
and  it  proved  that  the  Parliament  was  right.  The  amount  of  mail 
matter  increased  so  rapidly  that  penny  postage  was  found  more 
profitable  than  a  higher  rate.  Our  Congress  took  up  the  same  idea, 
and  acted  upon  it,  but  we  overworked  it.  I  can  recollect  when  the 
postage  was  10  cents  for  4()0  miles,  and  5  cents  for  under  that.  But 
there  came  reductions,  first  down  to  3  cents  and  then  down  to  2,  the 
point  where  it  is  now. 

But  it  was  found  that  it  still  remained  profitable;  it  was  a  good 
thing  for  the  country,  a  good  thing  for  the  j)eople,  and  Congress  car- 
ried on  this  good  thing  until  it  b<K*ame  a  great  burden  on  the  Govern- 
ment.' They  have  reuuced  the  cost  on  mail  matter — that  is,  second- 
class  matter — ^so  that  now  every  year  you  have  to  appropriate  millions 
of  dollars  for  a  deficit  in  the  postal  appropriation.  The  penny 
postage  idea  has  been  overworked. 

Now,  do  you  not  suppose,  gentlemen,  that  these  railroad  men  have 
in  their  minds  all  the  time  all  these  examples?  They  have  been 
striving  to  reach,  what  Judge  Payson  the  other  dav  veryaptly  called, 
the  revenue  point.  'WTiat  is  the  revenue  point  ?  'f  his  question  would 
imply  that  the  railroads  do  not  know  and  that  you  do.  They  are 
studying  all  these  examples;  and  we  had  testimony  here  the  other  day 
that  the  Chesapeake  and  Ohio,  when  it  found  that  at  a  certain  point 
on  its  road  it  was  not  competing  successfully  with  the  trolley  roads, 
undertook  to  compete  with  them.  They  made  the  experiment,  tried 
it  for  a  year-— perhaps  for  two  years — and  found  it  could  not  be  done; 
that  it  was  impossible  to  do  it.  Then  the  question  was  asked  here 
whether  it  would  not  have  been  better  if  this  railroad  had  prevented 
the  building  of  these  trolley  lines  by  making  this  low  rate  between 
those  points  beforehand.  The  answer  to  that  is  twofold.  One,  that 
if  that  railroad  had  kept  uj)  that  general  rate  along  that  10,  15,  or  20 
miles,  or  whatever  it  was,  thev  would  have  l)een  obliged  to  extend  it 
eventually  along  the  whole  line.  The  other  was,  tliat  on  certain 
classes  of  travel  it  is  impossible  for  railroads  to  comjx^te  with  trolley 
lines.  A  trolley  line  will  take  up  a  passenger  at  any  place  in  the 
street,  carry  the  passenger  to  any  street  crossing  outsicle  of  the  city; 
and,  then,  the  trolley  roads  are  not  as  expensive  to  construct  or  main- 
tain, and  not  as  expensive  to  operate. 

Mr.  Adamson.  I  suppose  you  heard  the  chairman  the  other  day  ask 
a  witness  if  he  had  thought  of  the  question  of  the  graduated  arrange- 
ment of  rates.  Now,  I  appreciate  as  fully  as  you  do  the  difficulties 
on  your  road  and  certain  other  roads  of  a  similar  character  which  run 
through  a  similar  country,  and  I  was  extremely  conservative  about 
consenting  to  legislation  regulating  the  railroads,  because  I  feared 
that  the  brunt  of  it  would  fall  on  those  particular  sections  and  en- 
danger them,  and  I  thought  those  railroads  were  trying  to  develop 
the  countr^^  as  well  as  build  up  themselves.  Have  you  thought  about 
the  question  that  the  chairman  asked  as  to  whether  or  not  the  roads 
could  arrange  to  acommodate  the  rates  to  the  varying  conditions  in 
the  different  sections  of  the  countrv? 
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Mr.  Herbert.  I  alluded  to  that  a  while  ago,  in  speaking  of  the  dif- 
ference between  roads  in  the  same  zone. 

We  have  some  concrete  examples  here  before  us.  Take  the  State  of 
Ohio,  Mr.  Kennedy's  State.  We  understand  that  a  2-cent  rate  bill 
has  been  paseed  there.  If  there  is  any  State  in  this  Union  that  is 
homogeneous,  that  is  everywhere  a  populous  State,  it  is  Ohio.  Mr. 
Kennedy  and  Mr.  Hardwick  differed  the  other  day  about  which  was 
the  most  populous  and  best  portion  of  Ohio.  Perhaps  Mr.  Kennedy 
and  a  citizen  of  almost  any  other  portion  of  Ohio  w^ould  differ  about 
that.  I  am  alluding  to  this  only  for  the  purpose  of  showing  that 
Ohio  is  a  great  State  without  any  g^reat  mountain  ranges  in  it,  no 
swamps,  no  arid  land,  and  therefore  if  there  is  any  place  m  the  world 
where  a  2-cent  straight  rate  everywhere  would  apply  and  do  exact 
justice  it  would  be  Ohio,  and  yet  we  find  the  figures  are  that  the 
effect  of  this  2-cent  rate  in  Ohio  has  been  to  bankrupt  some  roads,  or 
to  hurt  at  least  one.  Perhaps  that  is  not  a  very  glaring  example, 
perhaps  the  injury  that  has  been  done  to  that  one  road  or  two  roads 
as  the  case  may  be,  is  not  very  serious.  How  that  may  be  T  do  not 
know.  But  even  this  result  shows  how  difficult  it  is  to  make  a  uni- 
form rate  apply  to  different 'roads  when  we  take  this  State,  in  which 
every  county  was  represented  in  the  legislature,  every  section  of  the 
country  through  which  any  road  ran.  The  Ohio  legislators  must  be 
presumed  to  have  had  knowledge  of  the  situation  before  them ;  they 
had  sources  of  information  as  a  local  government  in  that  State  which 
you  could  not  possibly  have  as  to  the  whole  United  States.  And  yet 
the  effect  of  the  act  which  they  passed  was  to  benefit  some  roads  and 
injure  others.  If  that  was  the  case  in  that  one  State,  how  much  more 
would  it  be  the  case,  how  much  greater  would  be  the  different  effects 
of  a  2-cent  rate,  or  of  any  other  straight  rate  that  might  be  fixed  as  a 
maximum  to  operate  over  the  whole  United  States,  or  even  in  different 
zones. 

Take  another  case.  In  the  case  of  Smythe  r.  Ames,  decided  in  the 
Supreme  Court  of  the  United  States,  I  think  is  the  greatest  opinion 
that  has  ever  been  delivered  by  that  l)ody  or  any  other  on  the  question 
of  interstate  commerce.  One  of  the  questions  raised  was  that  the  rates 
in  Iowa  were  higher  than  they  were  in  Nebraska,  and  these  two 
States  adjoined  each  other.  Some  of  the  roads  that  were  before  the 
court  ran  through  two  States,  and  the  rates  on  the  same  road  were 
different  in  the  two  States.  What  did  the  Supreme  Court  say  about 
that  ?  Here  is  the  opinion  upon  that  point,  written  bj'  Judge  Harlan 
(reads)  : 

But  they  are  not  necessarily  bound  to  give  absolutely  the  same  rates  to 
the  people  of  all  the  States,  for  the  kind  and  amount  of  business,  and  the  cost 
thereof,  are  factors  which  determine  largely  the  question  of  rates,  and  these 
vary  in  the  several  States.  The  volume  of  business  in  one  State  may  be  greater 
per  mile,  while  the  cost  of  construction  and  of  maintenance  Is  less.  Hence,  to 
enforce  the  same  rates  In  both  States  might  result  in  one  great  injustice,  while 
in  the  other  it  would  only  be  reasonable  and  fair.  Comparisons,  therefore, 
l)etween  the  rates  of  two  States  are  of  little  value,  unless  all  of  the  elements 
that  enter  into  the  problem  are  presented.  It  may  be  true,  as  testified  by  some 
of  the  wltneses,  that  the  existing  local  rates  In  Nebraska  are  40  per  cent  higher 
than  similar  rates  In  the  State  of  Iowa.  But  It  Is  also  true  that  the 
mileage  earnings  In  Iowa  are  greater  than  in  Nebraska.  In  Iowa  there  are  230 
people  to  each  mile  of  railroad,  while  In  Nebraska  there  are  but  190 ;  and,  as  a 
general  rule,  the  more  people  there  are  the  more  business  there  Is.  Hence,  a 
mere  dlflference  between  the  rates  In  two  States  Is  of  comparatively  little  sig- 
nificance. 
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That  is  to  say.  Judge  Harlan  and  the  Supreme  Court  held  in  that 
case  that  in  these  two  States  which  were  side  by  side  and  in  which 
the  relations  of  the  population  to  the  square  mile  were  as  190  to  230, 
the  company  was  not  bound  to  have  the  same  rates;  that  it  was  justi- 
fied in  putting,  and  it  was  right  and  fair  to  put,  the  rates  in  one  State 
with  its  230  population  to  the  square  mile  higher  than  in  the  other 
State  that  had  190  population  to  the  square  mile. 

Now,  then,  to  consider  in  that  light  some  of  the  testimony  that  is 
here  before  you.  Take  the  Seaboard  Air  Line.  Here  is  a  map  of  it 
fexhibiting  a  maip].  If  .you  gentlemen  will  look  at  it,  you  will  see 
that  those  red  lines  represent  the  Seaboard  Air  Line.  You  will  see 
that  it  runs  down  into  the  States  of  North  Carolina,  South  Carolina, 
(leorgia,  Florida,  Alabama,  and  that  it  has  more  mileage  in  Florida 
than  any  other  railroad.  The  population  in  Florida  is  37  to  the 
square  mile.  Mr.  Hardwick  told  us  yesterday  that  if  you  would 
allow  for  the  fact  that  the  large  portion  of  population  down  there 
were  negroes,  consider  the  low  percentage  of  traveling  that  they  do, 
and  compare  it  with  the  percentage  of  travel  that  the  white  people  do, 
it  would  Ix^  fair  to  say  that  there  are  only  27  to  the  square  mile  in 
the  State  of  Florida.  *  In  New  England  there  are  430  to  450  to  the 
>^quai"e  mile.    There  they  have  a  2-cent  rate. 

NoAv,  according  to  this  decision  of  Judge  Harlan,  if  the  diiference 
between  Nebraska  and  Iowa  would  justify  a  difference  of  40  per  cent 
in  the  freight  charges,  is  it  not  astonishing  that  we  can  charge  only 
"iO  per  cent  more  down  here  for  through  travel,  for  our  maximum 
rate,  than  in  New  England  ? 

Mr.  Mann.  You  refer  to  the  population  of  Florida.  Is  it  not  a 
fact  that  a  very  large  proportion  of  the  travel  in  Florida  is  by 
transients? 

Mr.  Herbert.  Yes. 

Mr.  Wanger.  Is  it  not  also  true  that  a  large  part  of  Florida  is  not 
penetrated  by  railroad  systems?  The  part  in  which  the  railroads  are 
located  has  a  heavier  population  than  the  average. 

Mr.  Adamson.  I  think  the  longest  line  in  Florida  is  one  that 
the  transients  do  not  patronize — from  Jacksonville  west  to  Chatta- 
hoochee. 

Mr.  Herbert.  The  tourist  traAcl  to  Florida  go(»s  down  upon  the 
east  side  generally,  some  going  down  to  Tampa,  but  most  of  it  to  St. 
Augustine.  This  travel  is  divided  between  the  three  roads  that  are 
l)idding  for  southern  trade  generally,  the  Southern,  the  Atlantic 
Coast  Line,  and  the  Seaboard  Air  Line.  Mr.  Ryan  testified  here  that 
this  Florida  tourist  travel  that  we  are  competing  for  does  not  pay 
exj)enses.  We  are  trying  to  get  our  share  of  it.  Our^  is  an  enter- 
prising road,  but  we  have  to  have  expensive  trains,  and  we  have  them 
m  order  to  compete  with  these  other  railroads  which  have  expensive 
trains.  AVe  put  them  on  and  we  run  them  at  a  loss;  so  that  does  not 
help  out  the  case  against  the  road  and  does  not  militate  against  th(^ 
comparison  I  am  seeking  to  make.  That  kind  of  travel  does  not  help 
lis  out. 

Mr.  Manx.  If  it  is  a  fact,  of  which  I  have  no  doubt,  that  the  travel 
from  the  North  to  Florida  is  carried  by  you  at  a  loss,  do  you  think 
tliat  vou  ought  to  continue  that  and  make  up  that  loss  out  of  the  local 
people  in  Florid'a  in  intrastate  travel  there  i 
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Mr.  Herbert.  I  am  coming  to  that  point  in  the  course  of  my  argu- 
ment. 

Mr.  Adamson.  The  argument  here  in  justification  of  these  fine 
trains  in  the  North  is  that  those  rich  fellows  could  afford  to  paj'. 
You  ought  to  make  millionaires  pay  for  that  class  of  trains,  on  that 
argimient. 

Mr.  Herbert.  We  have  found  that  millionaires  are  about  as  sharp 
on  a  bargain,  probably  a  little  sharper,  than  the  people  who  are  not 
millionaires. 

Mr.  Adamson.  The  justification  for  those  trahis  was  that  the 
people  who  patronized  them  were  people  who  could  aflford  to  do  it. 

Mr.  Payson.  But  that  only  applied  to  trains  given  a  special  and 
additional  increase  in  speed,  such  as  the  Twentieth  Century  Limited, 
on  the  New  York  Central  and  Lake  Shore  Railroad,  and  the  Penn- 
sylvania special;  not  to  trains  to  which  everybody  had  access. 

Mr.  Herbert.  If  we  could  find  a  way  to  make  those  trains  pay  we 
certainly  would  do  it.     We  have  not  been  able  so  far  to  do  it. 

I  was  quoting  from  that  case  of  Smyth  v,  Ames,  which  I  said  I 
thought  was  perhaps  the  greatest  of  our  railroad  decisions.  I  would 
like  to  quote  another  extract  from  it.  This  extract  relates  to  the 
power  of  the  State,  and  is  to  theeflfect  that  it  can  consider  only  domes- 
tic rates.     I  will  read  it.     [Reads.] 

♦  ♦  ♦  The  State  can  not  justify  unreasonably  low  rates  for  domestic 
transportation,  considered  alone,  ui>on  the  ground  that  the  carrier  is  earning 
large  profits  on  its  Interstiite  business  over  which,  so  far  as  rates  are  concerned, 
the  State  has  no  control.  Nor  can  the  carrier  justify  mireasonably  high  rates 
on  domestic  business  upon  the  ground  that  it  will  be  able  only  in  that  way  to 
meet  losses  on  its  interstate  business.  So  far  as  rates  of  transportation  are 
concerned,  domestic  business  should  not  be  made  to  bear  the*  losses  on  interstate 
business,  nor  the  latter  the  losses  on  domestic  business.  It  is  only  rates  for  the 
transportation  of  perons  and  property  between  points  within  the  State  that  the 
State  can  prescribe;  and  when  it  undertakes  to  prescribe  rates  not  to  be  ex- 
ceeded by  the  carrier,  it  must  do  so  with  reference  exclusively  to  what  is  just  and 
reasonable,  as  between  the  carrier  and  the  public.  In  respect  of  domestic  busi- 
ness. The  argument  that  a  railroad  line  is  an  entirety;  that  its  income  goes 
into,  and  its  expenses  are  provided  for  out  of,  a  common  fund,  and  that  its 
captallzatlon  is  on  Its  entire  line,  within  and  without  the  State,  can  have  no 
application  where  the  State  is  without  authority  over  rates  on  Its  line,  and  can 
only  deal  with  local  rates  and  make  such  regulations  as  are  necessary  to  give 
just  compensation  on  local  business.     (Smyth  v.  Ames,  169  U.  S.,  531>-542.) 

Now,  that  assei-ts  the  proposition  that  a  State  court  or  a  State 
commission,  in  dealing  with  domestic  commerce,  can  consider  only 
domestic  commerce,  and  can  not  consider  the  interstate  commerce. 
Each  must  be  considered  by  itself.  Each  forum  must  confine  itself  to 
matters  within  its  own  jurisdiction.  The  converse  of  that  is  true,  and 
that  is,  Congress  can  consider  only  interstate  conmierce,  interstate 
traffic,  and  can  not  consider  domestic  traffic.  But  here,  in  the  case  of 
the  Seaboard  Air  Line  Railway,  the  evidence  that  you  have  before 
you  relates  to  all  the  income  of  the  roads  from  interstate  commerce, 
and  intrastate  commerce  as  well,  and  that  evidence  is  that  during 
the  last  six  months,  its  total  income  being  taken  into  account,  there 
was  a  deficit  in  the  outcome  of  the  road,  and  that  I  want  you  to  bear 
in  mind. 

Mr.  Kennedy.  Suppose  this  committee  should  make  an  amend- 
ment to  these  bills  that  would  say :  Fix  the  rate  on  all  roads  having 
gross  earnings  of  over  $25,000  a  mile  of  track  at  If  cents  per  mile; 
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those  having  gross  earnings  between  $15,000  and  $25,000  per  mile  of 
track,  2  cents  per  mile;  those  having  between  $10,000  and  $15,000 
gross  earnings  per  mile  of  track  at  2^  cents,  and  those  having  gross 
earnings  of  less  than  $10,000  per  mile  of  track,  3  cents? 

Mr.  Herbert.  Mr.  Kennedy,  would  you  make  those  gross  earnings 
apply  to  interstate  or  intrastate  traffic,  or  both  ? 

Mr.  Kennedy.  Make  it  apply  to  the  ^oss  earnings. 

Mr.  Herbert.  Then,  if  vou  did  that,  it  would  possibly  be  subject  to 
the  objection  under  this  clause  that  I  have  just  read,  that  Congress  is 
basing  its  action 

Mr.  Kennedy.  It  would  .simply  classify  the  roads.  It  can  classify 
the  roads  in  any  way  it  chooses.  • 

Mr.  Adamson.  If  Congress  passes  a  bill,  it  does  not  have  to  specify 
upon  what  it  bases  its  action. 

Mr.  Kennedy.  It  would  simply  classify  the  roads,  which  it  can  do 
by  any  other  form  of  words. 

Mr.  Herbert.  It  seems  to  me  that  if  you  made  that  classification  on 
that  basis,  it  would  possibly  be  subject  "to  the  objection 

Mr.  Kennedy.  It  would  not  affect  your  line. 

Mr.  Herbert.  I  don't  know  that  it  would  not.  We  would  be  very 
glad,  if  any  legislation  is  passed,  to  be  let  out  of  it,  of  course. 

Mr.  Mann.  If  the  Supreme  Court  of  the  United  States  should  hold 
that  a  rate  fixed  by  Congress,  and  the  validity  of  it,  dej^ended  ujjon 
whether  it  was  confiscatory,  how  can  the  Supreme  Court  determine 
that  based  merely  upon  interstate  commerce  without  considering 
intrastate  commerce  ? 

Mr.  Herbert.  Just  exactly  as  in  the  Nebraska  case  that  I  have  just 
read  to  you.  The  Supreme  Court  decided  that  case,  turning  on  con- 
fiscation, entirely  upon  the  evidence  before  it  in  relation  to  mterstate 
commerce. 

Mr.  Mann.  You  were  quoting  from  the  opinion  of  Justice  Harlan. 
That  did  not  have  very  much  to  do  with  the  actual  decision  in  that 
case. 

Mr.  Herbert.  I  know  of  no  case  in  which  the  contrary  of  this  has 
been  ruled. 

Mr.  Mann.  If  thev  can  not  determine  upon  the  gross  earnings  of 
the  road,  how  can  tliey  declare  the  rates  that  we  fix  confiscator}^  ? 
It  is  not  confiscatory'  unless  it  confiscates  the  property,  or  tends  to. 
They  can  not  determine  that  by  determining  one  source  of  income 
without  considering  all  the  sources  of  income. 

Mr.  Herbert.  In  answer  to  that  question  I  w^ill  say  that  this  was 
not  an  obiter  dictum,  because  the  testimony  before  the  court  there 
that  the  Nebraska  rates  were  40  per  cent  higher  than  the  Iowa  rates 
was  relied  upon  as  material  to  the  issue,  and  they  decided — and  that 
testimony  related  entirely  to  intrastate  commerce — on  those  facts 
decided  that  the  rates  fixed  were  confiscatory,  and  they  did  not  con- 
sider the  earnings  of  the  road  upon  interstate  commerce  at  all. 

Mr.  Mann.  I  did  not  want  to  stop  to  argue  that  case,  I  am  entirely 
familiar  with  it. 

Mr.  Herbert.  That  is  my  understanding  of  it. 

Mr.  Kennedy.  They  held,  as  a  matter  of  fact,  that  the  Iowa  rates 
fixed  for  Nebraska  were  too  low. 

Mr.  Herbert.  They  did. 
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Mr.  Kennedy.  That  decided  no  other  question,  excepting  the  ques- 
tion of  fact. 

Mr.  Herbert.  It  decided  the  other  question,  also,  that  was  directly 
in  the  case,  that  the  40  per  cent  diflference  did  not  affect  the  question, 
because  the  circumstances  justified  40  per  cent  higher  in  Nebraska 
than  in  Iowa. 

Mr.  Kennedy.  That  is  true,  and  that  is  simply  a  question  of  fact, 
not  of  law.  That  held  that  the  sparse  character  of  Nebraska  made 
even  that  higher  rate  confiscatory.  That  decided  no  question  of  law 
excepting  the  main  one. 

Mr.  Bartlett.  They  decided  in  the  case  that  it  was  confiscatory. 

Mr.  Kennedy.  That  it  was  too  low. 

Mr.  Herbert.  Look  further  at  that  case.  The  legislature  of  Ne- 
braska had  passed  an  act  that  applied  to  all  railroads  within  the 
State  equally.  Those  rates  aggregated  amounted  to  29i  per  cent 
reduction.  There  was  an  example  of  a  straight  cut  like  that  which 
has  been  proposed  in  these  bills,  but  it  was  a  straight  cut  that  applied 
only  over  Iowa.  Even  in  that  case  the  facts  and  figures  before  the 
court  showed  that  the  reduction  did  not  affect  all  the  railroads  alike: 
that  all  of  them,  except  one,  would  be  deprived  of  earnings  over 
expenses,  but  that  one  or  more  perhaps  would  earn  expenses. 

There  was  another  ilhistration  of  what  the  straight  cut  would  do. 
Gentlemen,  a  g(K)d  many  of  you  recollect  the  Morrison  bill.  I  do  not 
believe  any  of  you  who  are  now  here,  excepting  Mr.  Payson 

Mr.  Adamson.  Suppose  that  either  you  voluntarily  or  Congresf^ 
compels  you  to  put  m  a  2-cent  rate  in  interstate  commerce.  That 
would  apply  to  all  tourist  transportation  such  as  you  were  speaking 
of  a  moment  ago  as  developing  Florida.  Would  it  not  to  some  extent 
palliate  the  demand  in  the  various  States  for  the  local  rates? 

Mr.  Herbert.  I  am  rather  afraid  it  would  aggravate  it. 

Mr.  Adamson.  Isn't  it  a  thing  liable  to  hurt  you — this  local  action 
of  States?  Would  it  not  be  better  for  you  to  accommodate  through 
travel — tourist  travel — in  interstate  commerce,  and  avoid  putting  in 
a  local  rate,  so  that  you  can  get  the  3  cents  on  local  travel  ? 

Mr.  Herbert.  My  klea  is  that  it  would  not  have  the  effect  of  palli- 
ating the  demand,  but  that  the  result  would  be  precisely  the  reverse-; 
that  the  State  legislators  who  are  in  favor  of  the  reduction  of  rates 
would  point  to  the  fact  that  the  Congress  of  the  United  States,  con- 
sidering the  whole  question,  has  decided  that  on  interstate  commerce 
passenger-traffic  rates  were  too  high,  and  had  reduced  them.  They 
would  say  it  follows  that  these  State  rates  are  too  high,  Iwcause  they 
are  now  rather  more  than  on  the  interstate  traffic.  The  fact  is,  we  are 
threatened  with  reduction  in  both  directions. 

Mr.  Kennedy.  So  far  as  travel  is  concerned,  it  would  be  rather 
difficult  to  hold  that  any  passenger  travel  in  a  State  was  not  interstate" 
commerce.  For  instance,  a  drummer  engaged  for  a  New  York  house 
lives  in  a  State.  He  travels  from^one  town  to  another  in  that  State 
in  that  business  and  never  goes  out  of  the  State.  Thdt  would  be 
interstate  commerce.  He  is  engaged  in  New  York  on  business  car- 
ried on  in  New  York.  His  travel  is  in  the  State,  but  in  a  business 
that  is  distinctly  interstate  commerce.  It  would  be  impractical  to 
have  two  rates,  for  if  we  fixed  one  rate  it  would  have  to  control  the 
State  rate. 
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Mr.  Herbert.  It  would  so  far  toward  controlling  the  State  rate. 

Mr.  Adamson.  It  depends  upon  whether  you  do  it  or  the  Govern- 
ment doas  it.  You  can  voluntarily  reduce  these"  rates;  but  if  the 
Government  goes  into  that  business  it  must  make  it  equal  between  all 
classes. 

Mr.  Herbert.  I  do  not  see  any  necessity  for  making  the  rates 
straight  everywhere. 

Mr.  Adamson.  We  have  either  got  to  do  that  or  adopt  some  sj^stem 
of  graduation,  such  as  we  have  been  talking  about — a  classification. 

Mr.  Herbert.  The  railroad  companies  are  engaged  all  the  time  m 
such  reductions.  We  had  in  Florida  rates  as  high  as  5  cents  a  mile, 
but  even  they  did  not  pay. 

Mr.  Adamson.  Yes,  I  remember  (>  cents,  and  it  did  not  pay.  The 
road  went  into  bankruptcy. 

Mr.  Herbert.  A  case  came  up  in  the  supreme  court  of  Florida. 
About  twelve  or  fifteen  years  ago  a  law  was  passed  in  Florida  re- 
ducing passenger  rates  to  4  cents  on  all  roads.  The  roads  concluded 
to  make  a  case,  and  they  did  it.  This  case  arose  on  a  railroad  ihat 
ran  from  Pensacola  to  River  Junction.  The  State  went  befort.  the 
court  to  recover  penalties.  The  plea,  of  the  road  was  that  at  that 
time,  with  the  rate  of  5  cents  for  passengers,  w^hich  it  was  charging 
for  freight  and  passengers,  it  did  not  make  running  expenses.  The 
counsel  for  the  State,  the  attorney-general,  did  not  see  proper  to  take 
issue  on  the  plea,  because  he  knew  the  railroad  could  prove  it ;  it  was  a 
fact ;  therefore  he  simply  demurred  to  it,  and  let  the  case  go  off  on 
that.  The  supreme  court  of  Florida  held  that  that  law  was  uncon- 
stitutional, basing  its  decision  upon  the  provision  of  the  llth  amend- 
ment, that  it  was  taking  away  property  without  due  proces<^  of  law. 
Our  rate.s  have  gradually  been  reduced  from  6  to  5  and  to  4  cents, 
and  are  now  down  to  8  cents  a  mile.  They  will  be  reduced  still 
further  whenever  we  feel  that  we  can  do  it.  fiut  if  we  are  compelled 
to  do  it  as  to  our  interstate  commerce  by  an  act  of  Congress,  that  will 
not  hold  in  check  the  State  legislatures,  but  will  rather  sot  them  on, 
because,  as  I  said,  they  can  not  answer  to  their  constituents  for  not 
I'educing  intrastate-commerce  rates  if  Congress  should  reduce  inter- 
state commerce  rates.     Anyway,  our  condition  is  bad  enough. 

Adjourned  at  12  o'clock  noon. 


Committee  on  Interstate  and  Foreign  Commerce, 

Monday^  January  28^  1907. 

Committee  called  to  order  at  10.40  a.  m. 

STATEMENT  OF  HON.  HILABT  A.  HERBERT,  REPRESENTING  THE 
SEABOARD  AIR  LINE  RAILWAY  SYSTEM— Continued. 

The  Chairman.  You  may  proceed,  Mr.  Herbert. 

Mr.  Herbert.  Mr.  Chairman  and  gentlemen:  In  ray  previous  dis- 
cussiono  of  these  bills  I  attempted  to  show  that  it  was  impossible,  con- 
sidering the  difference  in  these  railroads,  the  difference  in  the  wealth 
of  the  country  through  which  they  pass  and  the  amount  of  freight 
and  passengers  they  carry  as  well  as  their  situations  generally  to 
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make  a  horizontal  rate  that  will  apply  to  all  or  a  horizontal  cut  in  the 
maximum  rates. 

You  will  remember,  Mr.  Chairman,  the  fate  of  the  Morrison  bill. 
There  was  an  attempt  to  make  a  horizontal  cut  in  the  tariff  applicable 
to  all  rates.  That  bill  was  really  laughed  out  of  court.  The  ground 
taken  by  the  opponents  of  the  bill  was  that  while  the  cut  operated 
horizontally  on  all  of  the  different  items  of  the  tariff  the  effect  upon 
the  different  industries  of  the  country  would  be  entirely  different; 
that  some  of  the  industries  would  be  crippled  while  others  would  not 
be  affected.  No  one  has  any  vested  interest  in  a  tariff  for  a  tariff 
rate,  but  with  railroads  it  is  different.  They  all  have  vested  inter- 
ests in  their  property  which  is  immediately  effected,  and  it  is  abso- 
lutely impossible  with  any  fairness,  as  I  have  attempted  to  show,  to 
make  a  horizontal  rate  or  any  rate  at  all  that  will  apply  equally  to 
all  of  the  roads. 

I  was  asked  the  question  by  Mr.  Kennedy,  I  beileve,  as  to  whether 
or  not  it  would  not  be  fair  to  make  a  classification  of  roads  according 
to  the  amount  of  jjassengers  carried  and  the  amount  of  freight  carried. 
On  the  spur  of  the  moment  I  answered  that  I  thought  possibly  it 
might  be  unconstitutional  for  the  committee  to  consider,  in  classify- 
ing the  roads,  the  freight  as  well  as  the  tariffs.  A  little  reflection 
and  some  examination  of  the  authorities  has,  however,  convinced  me 
that  Congress  in  legislating  on  questions  of  taxation,  and  by  a  parity 
of  reasoning  on  questions  of  railroad  rates  possibly  and  probably 
has  the  authority  to  make  any  classification  that  is  reasonable.  But 
I  said  on  a  previous  day  the  question  arises,  have  you  the  information 
and  have  you  the  time  to  get  the  information,  that  woidd  enable  you 
to  enter  upon  the  enactment  of  a  general  bill  fixing  tariff  rates  by  any 
classification  you  might  agree  upon  during  the  few  hours  that  you 
have  devoted  and  that  you  can  spare  from  other  duties  to  devote  to 
that  question.    It  does  not  seem  to  me  that  you  have. 

The  question  was  also  asked  here — probably  of  a  witness — whether 
the  development  of  the  South  had  not  in  all  probability  been  impeded 
by  the  high  rates  charged  by  the  railroad  companies  heretofore  for 
freight  and  passengers;  and  I  wish  to  address  myself  this  morning 
particularly  to  that  question.  And  as  the  system  that  I  represent  is 
essentially  a  southern  system  running  through  the  heart  of  the  east- 
em  portion  of  the  Southern  States,  I  wish  to  call  attention  to  what 
the  railroads  have  done  toward  the  developnlent  of  the  South  within 
the  last  forty  years,  or  since  the  close  of  that  great  crisis  in  our  na- 
tional existence,  the  civil  war. 

In  order  to  do  that  I  will  endeavor  to  present  to  you  a  picture  of 
the  condition  of  the  South  at  the  close  of  the  civil  war,  ana  in  doing 
so  I  do  not  wish  to  stir  up,  or  if  I  know  it,  to  say  anything  calculated 
to  stir  up,  the  sectional  prejudices  which  are  now  so  happily  buried. 
The  time  has  come — and  thank  God  for  it — when  ex-Confederate  and 
ex-Union  soldiers  can  meet,  as  they  have  often  met,  in  memorializing 
General  Grant,  the  ^great  soldier  oJ  the  Union ;  and  when  also  people 
who  sympathized  with  the  South,  and  those  who  sided  with  the  Jforth 
in  that  great  struggle,  can  meet,  as  they  did  recently  all  over  the 
South,  in  celebrating  the  centenary  of  the  birth  of  Robert  E.  Lee,  the 
greatest  soldier  of  the  South. 

But  it  is  right  and  fair  to  the  South  and  to  the  railroads  who  are 
doing  business  in  the  South,  when  you  are  considering  what  they 
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have  done  and  how  much  they  have  contributed  toward  the  develop- 
ment of  the  South,  to  take  into  consideration  the  condition  of  that 
portion  of  our  country  at  the  close  of  that  great  war. 

It  is  not  going  too  far  to  say  that  conditions  in  the  South  were 
about  as  bad  in  1865  and  1866  as  they  were  in  Central  Europe  after 
the  great  Thirty  Years'  War  of  two  centuries  and  a  half  ago.  Of 
course  our  civil  war  had  not  been  conducted  on  such  brutal  lines  as 
was  the  Thirty  Years'  War.  There  were  not  as  many  people  mur- 
dered; the  rules  of  civilized  warfare  were  all  observed  in  the  civil 
war  by  both  sides. 

But  it  remains  true,  as  General  Sherman  said,  and  as  he  illustrated 
in  that  war,  that  all  "  War  is  hell,"  and  that  the  war  left  the  South 
in  a  most  pitiable  plight.  There  were  many  cases  in  portions  of  that 
territory  that  had  been  overrun  by  sections  of  both  armies  of  absolute 
starvation,  well  authenticated  cases.  That  starvation  sometimes  took 
place  among  the  blacks,  but  more  frequently  among  the  whites  in  the 
mountainous  regions  of  the  country.  The  Government  of  the  United 
States  generously  did  a  gi-eat  deal  to  prevent  this  through  the  Freed- 
man's  Bureau;  it  distributed  rations  everywhere  when  they  seemed 
to  be  needed,  preventing  many  cases  of  starvation.  Nevertheless,  the 
general  situation  could  not  be  relieved  even  by  the  strong  arm  of  the 
General  Government,  aided,  as  it  frequently  was,  by  voluntary  con- 
tributions from  Northern  people. 

I  said  that  the  conditions  were  almost  as  bad,  if  not  as  bad,  as  they 
were  at  the  close  of  the  Thirty  Years'  War  in  Europe.  For  one  thing, 
the  freeing  of  the  slaves  had  totally  demoralized  our  labor,  changing 
our  labor  system.  In  many  places  all  provisions,  all  stock,  all  cattle, 
had  been  consumed  by  the  armies,  one  or  the  other.  Thousands  and 
hundreds  of  thousanas  of  bales  of  cotton  had  been  destroyed,  some 
by  the  Federal  army,  and  much  by  the  Confederate  army.  And  that 
cotton  was  the  only  source  we  had  to  look  to  for  money  after  the 
close  of  the  war.    All  the  currency  in  the  South  was  gone. 

Bank  stock,  bank  notes,  the  accumulation,  or  what  ought  to  have 
been  and  would  have  been  the  accumulations  of  those  people  who  did 
not  go  into  the  war,  in  money  for  four  years,  were  all  swept  awaj'^,  and 
we  had  to  get  money  where  we  could  to  begin  operations  again  upon 
our  farms  and  as  merchants. .  Factories,  we  had  none  left..  There  was 
no  place  to  get  money  excepting  at  the  North.  We  did  get  that 
money  on  credit,  but  we  were  in  a  bad  plight  to  l>orrow  money,  and 
therefore  capitalists  charged  high  rates  of  interest. 

Mr.  Adamsox.  Character  was  the  only  basis. 

Mr.  Herbert.  Yes,  excepting  the  soil  that  was  left  us,  and  the  nat- 
ural resources,  too,  which  were  very  great.  But  we  got  credit  here 
and  there,  paving  high  rates  of  interest  for  money ;  and  I  know  it  to 
be  true  that  for  several  years  after  the  close  of  the  war  the  farmers 
and  planters  got  advances,  mortgaging  their  land  and  crops,  at  a  rate 
of  4  per  cent  a  month.  They  generally  got  their  supplies  as  they 
needed  them,  but  they  were  lucky  if  they  could  get  money  at  4  per 
cent  a  month  on  six  to  eight  months'  time.  That  we  had  to  do  in 
order  to  get  along  at  all. 

}sow\  we  have  figures  to  show  from  the  census  of  the  United  States 
what  the  losses  were.  The  census  of  1860  gave  the  value  of  all  the 
propertv  in  the  Southern  States  at  $5,200,000,000.     In  the  meantime. 
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you  will  remember  that  we  counted  in  the  census  of  1860  the  value  of 
the  slaves,  which,  of  course,  did  not  enter  into  the  census  of  1870. 

When  this  census  was  taken  five  years  had  elapsed  after  the  close 
of  the  war,  during  which  we  had  been  trying  to  rehabilitate  our 
industries.  We  had  made  five  crops.  We  had  built  over  3,000  miles 
of  railroad.  The  plow^  stock  and  other  property  bought  with  the 
money  we  had  borrow^ed  was  counted  in  the  census  of  1870.  And  yet 
the  difference  between  the  census  of  1800  and  1870,  as  to  the  value  of 
property  of  the  South,  was  $2,200,000,000.  That  is  to  say,  we  had 
lost  GO  per  cent  of  our  values  in  those  ten  years,  estimating  the  value 
of  our  property,  even  after  we  had  been  at  work  for  five  years. 

Now,  gentlemen,  think  what  that  means.  ^\Tien  we  were  in  this 
condition  just  after  the  close  of  the  w^ar  a  shrewd  Yankee  advertised 
that  he  would  give  the  secret  of  making  a  fortune  for  25  cents. 
Some  Southerner,  who  was  anxious  to  know  what  that  secret  was, 
and  who  had  gotten  hold  of  a  quarter,  sent  it  to  the  advertiser  and 
received  this  answer:  ''  AVork  like  hell,  and  don't  spend  a  red."  Well, 
we  went  to  work  and  we  did  work  like  hell,  and  we  did  not  spend 
money  because  we  did  not  have  it.  But  think  of  the  burdens  that 
we  had  to  carry  after  all  these  losses. 

Mr.  KiciiARDSoN.  Can  you  give  us  right  there  the  proportionate 
wealth  existing  between  the  States  of  the  South  in  1860  and  the  New 
England  States?  Mv  recollection  is  that  the  South  exceeded  in  value 
that  of  the  New  England  States  about  $700,000,000,  and  at  the  close 
of  the  war,  in  1870,  the  value  of  the  wealth  of  the  South  had  dropped 
down  to  about  $7,000,000,000,  and  the  wealth  of  New  England  had 
gone  u])  to  $12,000,000,000  or  $13,000,000,000,  exceeding  us  by  about 
$6,000,000,000  at  that  time.  That  is  my  recollection  about  the  figures, 
and  if  that  is  true  it  will  show  in  what  a  depressed  condition  we  were, 
and  how  the  other  sections  of  the  country  had  advanced. 

Mr.  Herbert.  I  have  no  figures  as  to  ^"ew  England,  but  I  have  hei-e 
some  figures  on  that  general  proposition  of  comparing  the  increases  in 
the  North  with  the  decreases  in  the  South.  I  will  come  to  that  a  little 
further  on. 

Now,  we  went  to  work  when  the  conditions  were  as  I  have  stated, 
and  I  was  about  to  call  your  attention  to  the  burdens  we  had  to  bear. 
Not  only  did  we  borrow  this  money  from  the  North  on  which  we 
went  to  work,  at  these  high  rates  of  interest — and  it  was  natural 
that  high  rates  should  be  charged  when  it  Avas  uncertain  whether 
that  money  would  be  paid  back  or  not — but  nearly  every  man  in  the 
South  who  had  been  in  good  condition  before,  and  who* had  a  desire 
to  take  care  of  his  family,  feeling  that  he  could  make  a  support  while 
he  lived,  went  into  life  insurance  to  provide  for  his  family  when  he 
should  die. 

There  never  was  such  an  era  in  our  country  or  any  other  of  life 
insuring.  All  the  premiums  on  life  insurance  went  Noi-th,  and 
I  can  not  calculate  how  many  millions  of  dollars  it  was.  And  they 
have  been  going  North,  most  of  them,  ever  since.  We  have  very  fcAv 
life  insurance  companies  in  the  South.  All  the  premiums  cm  fire 
insurance  also  went  to  the  North. 

Mr.  LovEUixo.  And  abroad? 

Mr.  Herbert.  And  abroad. 

Mr.  Adamson.  You  did  not  take  that  good  advice  that  you  got  for 
a  quarter,  did  you? 
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Mr.  Herbert.  Yes ;  we  did.  We  were  working  right  along  all  the 
time. 

Mr.  Adamson.  You  said  the  advice  was  "  never  to  spend  a  red.'' 

Mr.  Herbert.  We  had  to  spend  a  little;  we  couhi  not  take  that  ad- 
vice literally. 

Then  we  had  our  share  of  the  expenses  of  this  Government  to  bear, 
and,  as  you  know,  the  expenses  of  the  Government  are  derived  prin- 
cipall}'^  from  internal-revenue  and  tariff  taxation.  We  paid  our  share 
or  that.  People  have  to  pay  upon  what  they  consume,  and  we  had  to 
consume  food,  clothing — liad  to  have  the  necessaries  of  life.  Of  our 
pro  rata  share  of  the  expenses  that  we  paid  to  the  Government,  what 
did  we  get  back?  What  was  expended  in  the  South?  Simply  post- 
office  expenditures,  and  Department  of  Justice  expenditures.  Beyond 
that  the  money  that  was  taken  by  taxation  from  our  people  went 
naturally  to  the  North. 

Mr.  Adamson.  By  paying  what  you  did  for  Avhat  you  l>ought  you 
lost  from  a  third  to  a  half  that  did  not  go  to  the  Government. 

Mr.  Herbert.  I  am  not  totering  into  that  question.  I  think  one 
section  has  about  as  much  to  complain  of  in  regard  to  that  as  another. 
But  as  to  the  expenses  of  the  Government,  as  I  say,  we  paid  our 
share  of  it,  and  all  the  money  that  was  needed  to  build  up  the  ships 
of  the  Navy,  to  equip  the  Navy  and  to  feed  it,  was  expended  in  the 
North.  All  tlie  money  for  the  Army,  to  equip  and  arm  and  feed  and 
clothe  it,  was  expended  in  the  North. 

Mr.  IjOvering.  Did  not  some  of  the  money  find  its  way  to  the 
South  for  supplies — cotton,  etc? 

Mr.  Herbert.  For  cotton,  yes;  nothing  else  that  I  know  of. 

The  largest  expense  we  were  put  to  was  an  expense  of  which  we  can 
not  complain.  But  I  am  only  speaking  oi  the  natural  causes  of  the 
drain  of  money  from  us.     That  was  pensions. 

A  very  small  proportion  of  the  money  that  was  drawn  from  us  l)y 
taxation,  and  that  went  to  pensions,  was  expended  in  the  South. 
For  the  forty  years  past,  if  you  take  an  average  of  the  appropriations 
for  pensions'',  which  runs  up  from  about  $3,000,000  or  $4,000,000  just 
after  the  close  of  the  war,  to  eventuallv  $100,000,000,  and  is  now  awav 
up  above  $100,000,000,  perhaps  you  m'ight  say  that  $()0,00().000  a  year 
would  \)e  a  fair  average  of  the  amount  of  money  appropriated  for 
pensions,  and  of  which  we  paid  our  share.  And  if  that  share  could 
fje  apportioned,  sav  as  one-third,  then  there  was  $1^0,000,000  a  year  for 
forty  years,  or  $800,000,000.  That  is  the  wealth  of  a  great  big  State 
even  at  the  present  day.  That  money  was  drained  from  us  year  after 
year,  and  expended  in  every  town  and  village  throughout  the  country 
everywhere  m  the  North. 

NoAv,  carrying  these  burdens,  let  me  call  your  attention  to  what  has 
been  really  accomplished.  I  think  one  of  the  marvels  of  the  world  is 
the  rehabilitation  of  the  South  and  its  present  prosperity.  My  propo- 
sition is  that  this  thing  could  never  have  happened  but  for  the  rail- 
roads. It  was  the  railroads  working  with  the  people  and  the  people 
working  with  the  railroads  that  has  enabled  us  to  carry  all  these 
Inirdens  and  become  to-day,  perhaps,  the  most  rapidly  increasing 
portion  of  this  country,  as  prosperous  as  any  other  i)art  of  it,  as  I 
know  you  all  rejoice  to  feel. 

I  had  some  tables  here  showing  the  amount  of  railroad  mileage 
for  the  whole  period.    I  had  them  in  my  office,  but,  unfortunately,  I 


202  BAILBOAD   PASSENGER   FARES  AND   MILEAGE   TICKETS. 

did  not  bring  them.  But  the  raih'oad  mileage  has  increased  about 
8  or  10  fold  within  that  time.  The  most  rapid  mcrease  had  been  since 
1880.  Then  we  began  to  get  on  our  feet;  then  we  had  money  to 
invest  in  new  enterprises,  in  iron  manufacturing,  in  cotton  manufac- 
turing. And  let  me  show  you  some  of  the  results.  Here  are  the  fig- 
ures compiled  by  the  Manufacturers'  Record,  of  Baltimore,  a  journal 
which  is  devoting  itself,  and  has  devoted  itself  for  many  years,  to 
southern  interests  especially,  but  not  exclusively.  Here  is  a  table 
which  I  find  there  or  the  increase  in  values  in  the  South  during  the 
twenty-five  years  between  1880  and  1905.  The  capital  invested  in 
cotton  mills  in  the  South  in  1880  was  $21,000,000.  In  1905  it  had 
gone  up  to  $225,000,000. 

Mr.  Ix)VERiNG.  Mr.  Herbert,  is  it  not  fair  to  say  that  a  large  part 
of  that  capital,  a  great  deal  of  it,  was  northern  capital  ? 

Mr.  Herbert.  A  good  deal  of  it  is  northern  capital.  I  am  glad  to 
say  that  we  have  been  able  eventually  to  attract  northern  capital  for 
investment.  You  could  not  send  us  money  on  reasonable  terms  at 
first  because  you  were  liable  to  lose  a  gr«at  deal  of  it,  and  you  did 
lose  a  gjreat  deal  of  money  that  was  sent  down  there.  There  were 
companies  formed  to  loan  money  in  the  South,  and  a  great  many  of 
the  companies  that  first  entered  upon  that  experiment  lost  money. 
We  did  not  get  money  from  the  North  at  first  on  reasonable  terms. " 

Mr.  Adamson.  Why. 

Mr.  Herbert.  Because  we  could  not  pay  these  big  rates — interest 
ate  up  our  profits  and  more  besides. 

Mr.  Adamson.  Do  you  mean  individual  loans? 

Mr.  Herbert.  I  mean  individual  loans,  yes. 

Mr.  Richardson.  Isn't  it  a  fact  that  Southern  men  had  to  show 
their  own  faith  in  their  enterprises  and  develop  them  before  they 
could  secure  northern  capital? 

Mr.  Herbert.  That  is  just  what  we  did. 

Mr.  Adamson.  There  never  has  been  any  danger  of  loss  or  failure 
to  collect  or  realize  on  investments  in  any  of  the  Southern  States 
since  our  people  have  been  permitted  to  run  their  States. 

Mr.  Herbert.  There  have  been,  of  course,  some  losses  since  that 
time,  but  things  have  been  getting  better  and  better  all  the  time. 

Mr.  Richardson.  I  do  not  think  anybody  blames  northern  capital- 
ists for  not  investing  down  there  at  that  time. 

Mr.  Herbert.  It  was  perfectly  natural. 

Mr.  Adamson.  All  of  your  branch  railroads  were  built  mainly  by 
northern  capital,  were  they  not  ? 

Mr.  Herbert.  Yes:  but  on  that  question  I  would  like,  first,  io  say 
that  the  railroads  we  had  in  the  South  during  the  w^ar  nearly  all  had 
to  go  into  bankruptcy  after  the  war.     Very  lew  of  them  did  not. 

Mr.  Adamson.  That  was  before  northern  capital  handled  them? 

Mr.  Herbert.  A  good  many  of  their  bonds  had  been  purchased  by 
northern  and  foreign  capital,  and  these  capitalists  were  in  control  of 
many  of  the  roads  m  18()5  and  1866. 

Mr.  Adamson.  That  voluntary  conscription  bought  up  these  patch- 
work pieces  of.  road,  made  up  the  system  of  railways  down  there,  and 
then  they  were  capitalized. 

Mr.  Herbert.  I  am  ^oing  into  that  later. 

Mr.  Adamson.  And  m  that  connection  I  want  to  say  that  the  pres- 
ent railroads  down  there  are  operated  by  northern  capital. 
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Mr.  Herbert.  They  are  very  largely,  and  we  are  glad  to  have  been 
able  to  attract  it.  But  we  were  only  able  to  attract  the  capital  after 
we  had  shown,  not  only  our  faith  in  our  resources,  but  our  ability  to 
develop  them. 

Take  as  example  the  iron  interests  in  the  State  of  Alabama.  Mr. 
Thomas,  a  Pennsylvania  iron  man,  knowing  the  vast  mineral  resources 
of  that  country,  went  down  there  very  early  after  the  war  and  bought 
up  large  tracts  of  iron  and  coal  lands.  We  were  rejoicing  to  think  that 
a  great  ironmaster  from  Pennsylvania  was  to  develop  our  iron  re- 
gions. But  he  did  not  do  it.  He  bought  the  land  and  let  it  stay  there 
undeveloped;  and  we  ourselves  went  to  work  with  such  capital  as 
we  could  get  and  showed  what  we  could  do  at  Birmingham  and  in 
that  region.  And  then  it  was,  I  will  say  to  Mr.  Lovering,  after  the 
Southern  people  themselves  learned  how  by  experiment  to  make  iron, 
to  combine  the  different  ores  and  how  to  flux  them — in  other  words, 
when  we  had  shown  to  the  world  that  we  could  make  iron  at  a  profit, 
then  it  was  natural  that  the  people  of  New  England  and  of  Penn- 
sylvania and  of  the  North  who  were  unwilling  to  invest  their  capital 
in  iron  making  in  the  South  when  they  thought  there  was  a  great 
risk  about  it,  were  perfectly  willing  to  help  us,  because  then  the  future 
of  our  iron  industry  was  a  certainty.  Since  that  time  we  have  had, 
and  are  having  now,  a  great  abundance  of  capital,  not  onlv  from  our 
own  resources,  but  coming  from  every  section  of  the  North*. 

Now  let  me  read  some  more  figures.  The  number  of  cotton  bales 
that  were  used  in  the  Southern  cotton  mills  in  1880  were  225.000.  In 
1905  it  was  2,163,000,  nearly  tenfold  greater  in  twenty-five  years. 

Mr.  CusHMAN.  What  do  you  refer  to? 

Mr.  Herbert.  This  refers  to  cotton  bales  that  were  used  in  the 
Southern  States. 

The  pig  iron  that  we  made  in  1880  amounted  to  397,000  tons.  In 
1905  it  was  3,100,000  tons. 

The  railroad  mileage  had  grown  in  1880  to  be  20,000,  but  in  1905  it 
had  grown  to  60,000  miles. 

Farm  products  had  gone  from  $660,000  value  in  1880  to  $1,750,000,- 
000  in  1905. 

As  to  petroleum,  we  made  179,000  barrels  in  1880,  and  our  produc- 
tion in  1905  was  42,195,802  barrels. 

Mr.  Adamson.  Where  is  petroleum  produced  mostly  ? 

Mr.  Herbert.  A  good  deal  of  it  in  Alabama,  and  some,  I  think,  in 
Texas  and  elsewhere.  I  know  about  that  in  Alabama  in  the  neigh- 
borhood of  Demopolis. 

Mr.  Adamson.  ^ut  in  the  last  few  years  most  of  it  conies  from 
Texas. 

Mr.  Herbert.  A  great  deal  from  Texas. 

I  will  not  read  all  of  these  figures,  but  will  ask  permission  to  insert 
a  table  in  my  argument  in  the  Record  for  the  purpose  of  showing 
those  who  may  study  this  question  how  wonderfully  the  development 
has  been  in  that  country. 
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Facta  in  flgure8  about  the  South. 


Capital  invested  in  cotton  mills — 
Number  of  spindles  in  cotton  mills 

Cotton  bales  used 

Value  of  cotton  crop 

Pig  iron  made,  tons 

Coal  mined,  tons 

Lumber  products,  value 

Capital  invested  in  manufacturing. 
Value  of  manufactured  products. . . 

Value  of  exDorta 

Railroad  mileage 

Farm  products,  value 

Property,  assefi»ed 

Capital  invested  in  cotton-oil  mills 

Number  of  cotton-oil  mills 

Phosphate  mined,  tons 

Coke  production,  tons 

Petroleum,  barrels 


1880. 


121, 


8313, 

6, 

839, 

9257, 

$467, 

8261, 

86C0, 

93,051, 

83, 


000.000 
667,000 
226.000 
696,000 
397.000 
000.000 
000,000 
000,000 
000,000 
000,000 
20,600 
000,000 
175,000 
800,000 
45 
211,377 
897,776 
179,000 


1890. 


t 


860, 
1, 


2, 

21, 

890, 

8659, 

8917, 

8306, 

8773, 

81,510, 

812. 


000,000 
712,000 
546,000 
000,000 
600.000 
200,000 
700,000 
000,000 

bm,ooo 

000,000 
42,900 
000,000 
925.000 
800,000 
119 
610,499 
535,470 
498,632 


1905. 


8225.000.000 

9,205,000 

2,163,000 

8680,000,000 

3,100.000 

70,000.000 

8250,000,000 

81.500,000.000 

81,750,000.000 

8555.480,000 

60.000 

81,750,000.000 

86,500,000.000 

864,600,000 

780 

1,874,428 

6,244.186 

42,495,802 


In  a  few  oases  In  the  table  alwve,  figures  for  1904  are  given  in  the  1»05  column,  the 
exact  figures  for  the  latter  year  not  being  available  at  the  time  this  is  written. 

Mr.  Ix)VERiNG.  When  you  say  "  the  South,"  what  States  do  you 
inchide;  where  do  you  draw  the  line? 

Mr.  Herbert.  I  include,  I  think,  Marvland,  West  Virginia,  Vir- 
ginia, North  Carolina,  South  Carolina,  Florida,  Georgia,  Mississippi, 
Arkansas,  Kentucky,  Louisiana,  Texas,  and  Tennessee. 

Mr.  LovERiNG.  Not  the  Indian  Territory  ? 

Mr.  Herbert.  Not  the  Indian  Territory. 

Mr.  LovERiNG.  But  that  is  a  cotton-producing  country. 

Mr.  Herbert.  Yes;  but  I  think  that  while  the  Indian  Territory  mav 
be  inchided  as  a  cotton  State,  it  produces  very  little.  The  States  1 
mentioned  are  included  in  these  figures,  and  I  will  put  them  in  pre- 
cisely as  they  are.  [Note. — An  examination  of  the  pamphlet  read 
from  would  indicate  that  Oklahoma  and  the  Indian  Territorv  are 
included.     H.  A.  H.] 

Mr.  Burke.  Are  you  going  to  put  in  a  comparative  statement  of 
the  amount  of  business  done  by  the  railroads  between  1880  and  1905; 
and  as  to  whether  the  rate  decreased  between  those  years  and  during 
that  period,  and  in  what  proportion?    The  amount  of  business  doneT 

Mr.  Herbert.  I  haven't  those  tables.  They  have  not  been  furnished 
here,  nor  have  I  the  tables;  but  I  have  the  increased  mileage  during 
that  time. 

Now,  these  figures  give  you  some  idea  of  what  the  real  development 
has  been.  But  let  us  see  what  the  railroads  have  had  to  do  with  that. 
I  will  discuss  localities  I  am  well  acquainted  with,  those  about  which 
T  know  I  am  stating  the  facts.  But  to  first  go  back  a  little  and  touch 
upon  the  relations  that  have  existed  between  the  railroads  and  the 
people. 

There  was  a  time  just  after  the  war  when  all  these  southern  rail- 
roads were  struggling  to  keep  out  of  bankruptcy,  and  when  the  rail- 
roads, as  I  thought,  did  not  treat  the  people  fairly;  did  not  give 
fair  consideration  to  their  needs.  The  reasons  for  the  conditions  the 
railroads  found  themselves  in  were — their  rolling  stock  had  l)een 
worn  out  and  burned  up,  their  tracks  had  been  worn  out,  their  bridges 
had  been  burned,  and  they  had  paid  no  interest  on  the  bonds  during 
the  war;  they  could  not  do  it.     They  had  worked  four  years  for 
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Confederate  money;  were  bound  to  do  it;  and  so,  all  of  them  were 
on  the  verge  of  baiikruptcv. 

At  that  time  I  was  local  attorney  for  the  Mobile  and  Montgomery 
Kailroad  in  three  counties  below  Montgomery — between  Montgomery 
and  Mobile.  Gen.  Dan.  Tyler,  of  Connecticut,  had  been  sent  down 
there  by  the  bondholdei-s  and  the  stockholders  to  be  president  of  the 
company,  to  see  if  he  could  not,  with  his  great  ability,  keep  the  road  ' 
out  of  bankruptcy.  And  he  adopted  the  policy  of  not  paying  any 
debts  that  he  could  prevent  being  paid,  putting  them  all  off  as  long  as 
possible;  and  not  only  debts,  but  all  obligations,  because  the  road 
needed  all  the  money  that  it  could  take  in  and  more,  too. 

So  he  instructed  me  as  his  attorney  not  to  pay  any  claim  against 
the  railroad,  but  to  fight  everyone,  even  the  cow  cases;  to  make  points 
and  take  them  up  to  the  Supreme  Court,  have  them  reversed — in 
short,  to  keep  cases  in  court  as  long  as  possible.  I  followed  that 
policy,  and  it  furnished  me  a  lot  of  business.  But  at  the  same  time  it 
incensed  the  people  very  nuich. 

Mr.  Adamson.  They  Ifiad  mighty  stubborn  juries. 

Mr.  Herbert.  Yes;  and  these  juries  gave  heavy  verdicts  when  they 
had  the  least  excuse,  sometimes  damages  double  and  treble  what  they 
ought  to  give.  I  got  tired  of  that,  and  said  to  him  one  day :  *'  Gen- 
eral, it  seems  to  me  that  it  would  be  good  policy,  in  order  to  placate 
the  people  and  the  juries,  and  also  keep  from  losing  so  many  cases,  if 
you  would  authorize  me  to  pay  up  in  plain  cases  and  pay  up 
promptly,  without  any  suit."*  The  old  general  turned  to  me — 1 
was  quite  young  and  he  was  an  old  man — and  said:  "  AVell,  sir, 
you  are  attorney  for  the  road,  are  you  not?  "  "  Yes,  general,"  1 
replied  "''  and  I  know  what  that  means ;  it  means  that  I  have  no  right 
to  suggest  a  policy  to  you,  and  I  will  not  do  it  any  more."  ''  You  fol- 
low instructions,'  was  his  reply.  I  did  follow  instructions,  and  for 
21  long  time  the  relations  l)etvveen  that  road  and  the  ixH)ple  were 
>trained.  The  juries  went  for  us  every  time  they  had  an  opportunity. 
But  the  old  general,  with  his  policy,  could  not  keep  that  road  out  of 
bankruptcy. 

It  went  in.  Soon  afterwards  a  road  was  built  through  the  heart  of 
the  iron  region,  called  the  South  and  North,  running  from  Decatur, 
Ala.,  to  Montgomery;  and  another  road,  the  A.  and  C,  was  built. 
These  two  roads  crossed  in  a  cornfield  upon  which  now  is  situated  the 
city  of  Birmingham.  Then  the  Mobile  and  Montgomery  road  was 
amalgamated  with  the  South  and  North,  and  with  the  L.  and  N.,  and 
a  new  policy  was  adopted.  The  managers  did  everything  in  their 
power  to  ingratiate  themselves  into  the  good  will  of  the  people  by 
treating  them  absolutely  fairly,  appointing  claim  agents  to  go 
around  and  settle  every  claim  on  a  fair,  even  a  liberal,  basis.  New 
towns  began  to  spring  up,  and  the  intersecting  roads  did  everything 
they  could  to  encourage  the  production  of.  iron.  Birmingham  became 
the  magic  city.  It  now  has  about  100,000  inhabitants.  Iron  is  being 
produced  there  at  lower  rates  really  than  anywhere  else  I  suppose  in 
the  United  States  or  in  the  world.  The  railroads  gave  cheap  rates  to 
the  North  and  to  the  East,  and  we  send  iron  from  Birmingham,  not 
only  to  Philadelphia  and  to  Boston  and  to  St.  Louis,  but  even  to  Pitts- 
burg; and  not  only  that,  when  times  were  dull  some  yeare  ago,  and 
while  we  had  no  market  in  this  country  for  our  products,  over  200,000 
tons  of  pig  iron  were  shipped,  I  suppase  at  a  profit,  across  the  ocean 
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to  Liverpool.  Railroad  manager  have  steadily  pursued  the  policy 
of  giving  every  possible  facility  to  the  development  of  that  country. 
Branch  roads  have  gone  out  here  and  there  from  the  trunk  lines 
wherever  there  was  an  inviting  field,  wherever  a  prospector  could 
convince  the  railroad  authorities  that  new  mines  could  be  opened  or 
new  industries  developed,  so  that  there  is  now  a  perfect  network  of 
railroads  around  Birmingham.  Still  other  railroad  systems  have 
sought  that  great  center  until  now,  counting  both  ends  of  the  railroads 
that  come  in,  there  are  at  least  nine  or  perhaps  eleven  entering  Bir- 
mingham. That  development,  as  I  say,  began  very  early.  It  has  con- 
tinued, and  Birmingham  is  prospering  now  as  rapidly  as  any  other 
city. 

But  I  have  in  mind  a  more  recent  instance.  When  I  was  in  C!on- 
gress,  I  represented  among  other  counties  that  of  Covington.  With- 
out transportation  facilities,  it  was  the  poorest  county  in  the  district 
excepting  one.  It  had  no  railroad  in  it.  Twelve  years  ago  the  largest 
town  in  the  county  was  the  county  site,  Andalusia.  It  had  between 
250  and  300  inhabitants.  The  lands  in  that  county  could  be  bought 
at  from  $1.50  to  $2  an  acre.  I  was  in  Alabama  recently,  and  was  ab- 
solutely astounded  at  the  result  that  has  followed  the  building  of  two 
railroads  through  that  county.  Andalusia,  instead  of  having  250  or 
300  inhabitants,  now  has  4,000,  and  two  other  towns  have  sprung  up 
in  that  county,  each  of  them  now  having  over  3,000  inhabitants. 
Lands  have  gone  up  in  price  to  $10  and  $12  an  acre.  And  in  that 
county  where  banking  was  before  unknown  and  unthought  of  there 
are  now  six  banks.  That  has  all  been  within  less  than  twelve  years, 
and  that  development  is  brought  about  by  railroads.  And,  gentlemen, 
there  are  many  other  counties  in  Alabama  and  all  through  the  South 
that  need  to  be  developed  by  railroads  just  as  Covington  County  has 
been  within  the  last  few  years. 

Mr.  Richardson.  Isn't  it  a  fact  in  that  connection  that  Jeflferson 
County,  in  which  Birmingham  is  located,  in  1870  paid  the  smallest 
amount  of  tax  of  any  county  in  the  State,  and  that  it  now  pays  one- 
sixth  of  the  taxes  of  Alabama  ? 

Mr.  Herbert.  Those  figures  may  be  correct.  Jefferson  w^as  cer- 
tainly a  poor  county.  As  I  was  saving,  there  are  many  other  counties 
in  the  State  of  Alabama,  and  in  all  the  Southern  States,  that  need  de- 
velopment by  railroads,  and  that  will  show  when  railroads  are  built 
into  them  just  the  same  results  that  I  have  told  you  have  followed 
from  the  building  of  these  roads  recently  into  the  county  of  Coving- 
ton. Take  the  railroad  system  that  I  represent.  It  is  one  of  the  three 
competing  systems  going  down  South,  the  Southern  Railway,  the  Sea- 
board Air  Line,  and  the  Atlantic  Coast  Line.  They  are  all  in  earnest, 
not  to  say  fierce,  competition.  You  had  evidence  here  before  vou  that 
these  three  railroads  are  each  trying  to  get  northern  travel  to  and 
from  the  South,  and  are  running  splendidly  equipped  trains  to  and 
from  Florida  at  really  a  loss. 

Mr.  Adamson.  How  much  greater  is  the  mileage  of  your  road  be- 
tween here  and  Atlanta  than  the  Southern  Railroad? 

Mr.  Herbert.  I  don't  know  what  the  difference  is,  but  it  would  be 
somewhat  greater. 

Mr.  Adamson.  Fifty  miles? 

Mr.  Herbert.  Probably  so.  Nevertheless  we  have  to  compete  with 
the  Southern  for  traffic  to  Atlanta,  and  we  are  competing  all  the  time. 
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Mr.  Adamson.  Do  they  get  to  Florida  points  with  as  little  mileage 
as  the  Atlantic  Coast  Line? 

Mr.  Herbert.  Some  with  less  and  some  greater.  We  run  down 
through  Savannah  and  from  Savannah  on.  There  are  parts  of 
Florida  to  which  we  have  the  shortest  line,  and  parts  to  which  the 
Atlantic  Coast  Line  is  the  shortest. 

Mr.  Adamson.  Is  your  line  the  shortest  line  between  here  and 
Savannah? 

Mr.  Herbert.  I  am  not  sure;  I  could  not  say  about  that.  But 
whether  it  is  shorter  or  longer,  these  roads  are  competing  for  this 
trade  and  the  development  of  the  South,  parjticularlv  of  the  State  of 
Florida. 

Mr.  Adamson.  I  had  in  mind  the  effect  upon  the  longer  road.  If 
you  put  in  effect  a  maximum  rate,  you  would  have  to  meet  the  rate 
between  those  points. 

Mr.  Herbert.  Yes;  and  I  am  glad  that  you  asked  that  question 
because  it  brings  to  mind  this  point.  Mr.  Kennedy  asked  the  other 
day  about  the  feasibility  of  fixing  graduated  rates"^  according  to  the 
amount  of  traffic  per  mile;  and  befoi*e  he  came  in,  I  answered  that 
examination  had  convinced  me  that  the  committee  would  probably 
have  the  right  to  do  that,  to  make  such  a  classification  as  seemed 
reasonable,  and  that  any  classification  that  was  not  reasonable  would 
not  be  sustained. 

But  there  is  this  to  be  remembered,  that  when  you  fix  rates  on  one 
road  at  a  certain  grade,  say  2  cents  a  mile  on  one  and  2i  cents  a  mile 
on  another,  if  they  are  competing  roads,  this  scale  fixed  by  law, 
though  differing,  brings  down  the  rate  on  both,  and  would  not  help 
the  weak  road,  if  it  is  competing  with  stronger  roads.  Our  road  is 
a  weak  road.  Our  system  is  not  more  than  ten  years  old,  and  it  has 
been  competing  for  the  development  of  Florida  particularly,  which, 
as  I  said,  is  one  of  the  poorest  States  in  the  South. 

Mr.  Richardson.  Have  you  noticed  that  the  legislature  of  Ala- 
bama has  recently— I  believe  it  has  adopted  it,  certamly  the  governor 
has  recommended  it  and  one  of  the  houses  has  passed  it — considered 
reducing  the  rate  to  2i  cents? 

Mr.  Herbert.  I  am  coming  to  that  in  another  portion  of  my  argu- 
ment. 

Now,  upon  this  question  as  to  this  particular  system  that  I  repre- 
sent  

Mr.  Adamson.  Is  not  your  system  made  up  of  fifteen  or  twenty 
smaller  roads? 

Mr.  Herbert.  Yes,  sir.  Our  system  is  new;  it  is  made  up  of 
several  different  roads,  and  these  roads  belonging  to  our  system,  since 
it  was  formed,  have  been  doing  what  they  can  to  develop  Florida. 
Tampa  has  developed  wonderfmly,  and  Jacksonville  still  more  won- 
derfully. But  we  have  encountered  many  difficulties.  These  roads 
are  not  making  money.  Our  s;v^stem  had  a  deficit  last  year,  and  has 
never  distributed  anything  to  the  stockholders  excepting  H  per 
cent  at  one  time. 

All  the  roads  in  Florida  have  been  banking  very  largely  upon  the 
future,  and  one  of  their  hopes  was  blasted  when  there  came  a  frost 
about  eight  years  ago  that  absolutely  destroyed  nearly  all  of  the 
orange  orchards  in  Florida.  There  were  to  be,  it  was  supposed,  mil- 
lions and  millions  of  boxes  of  oranges  shipped  North.     But  in  a  sin- 
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glo  night  all  of  these  hopes  were  blasted,  and  perhaps  not  for  decades, 
and  possibly  never,  will  that  industry  reach  the  point  at  which  it 
was  when  the  frost  c^inie.  Some  of  the  roads  of  which  this  system  is 
now  composed  went,  at  one  time  or  another,  into  bankruptcy,  one  of 
them  being  the  road  from  Fernandina  to  Cedar  Keys.  The  agent 
here,  Mr.  Coleman,  present  local  agent  of  the  system,  told  me  that  he 
was  general  freight  and  passenger  agent  on  that  road  for  eight  years 
after  it  was  built,  and  that  it  did  not  pay  operating  expenses. 

Now,  gentlemen,  it  will  not  do  to  say  that  railroad  men  with  capital 
must  not  invest  in  roads  that  are  not  paying.  AAlien  you  lay  down 
that  rule  you  put  an  end  to  development.  If  railroad  men  are  not 
allowed  to  bank  on  the  future — not  allowed  to  say  that  they  have 
expectations  that  will  justify  results  hereafter — they  can  not  get 
capital,  and  you  can  not  develop  the  country.  If  such  had  been 
the  rule  for  forty  years  past,  who  can  picture  what  the  South  would 
now  be  ? 

Our  system  now,  although  it  had  a  deficit  last  year,  has  every  i-ea- 
son  to  believe,  if  it  is  allowed  to  go  on,  and  if  it  is  not  too  "much 
hampered  by  legislation,  it  will  become  a  profitable  and  paying  sys- 
tem, profitable  to  the  stockholders  as  well  as  the  bondholders,  and  all 
the  time  more  and  more  useful  to  the  peoi)le  of  all  the  States  through 
which  it  runs.  AVe  have  recently  gotten  terminal  facilities  at  Fer- 
nandina by  action  of  Congress  last  year,  and  there  we  expect  to  be 
met  by  a  line  of  steamships  to  go  coastwise,  and  by  lines  that  will 
carry  freight  across  the  water.  We  are  also  developing  extensive 
terminal  facilities  at  Tampa,  and  from  that  point  we  expeci  to  carry 
freight  in  the  future  down  to  South  America,  and  particularly 
through  the  Panama  Canal  when  that  is  completed.  If  you  put 
burdens  on  this  road  that  it  can  not  stand,  what  is  to  be  the  result? 
It  must  go  into  bankruptcy.  And  if  it  goes  into  bankruptcy  it  will 
fall  into  the  hands  of  one  of  its  competitors  probably.  If  it  does, 
instead  of  having  three  railroads  south  from  here,  we  will  only  have 
two.  To  that  extent  you  will  be  contributing  to  monopoly."  And 
now,  gentlemen,  suppose  this  road  should  come  m  possession  of  one  of 
its  rivals?  AA^Hilcl  that  present  rival  have  the  same  plans  for  the  de- 
\'elopment  of  the  terminal  facilities  at  Fernandina  and  else\N  here  for 
pushing  roads  through  down  South  as  we  are  pushing  them  now 
below  Tampa  into  the  nonfrost  region  where  oranges  are  never 
bitten? 

Instead  of  doing  that,  seeing  that  this  road  had  never  paid  hereto- 
fore, is  it  not  probable  that  the  new  owners  would  curtail  expenses 
and  stop  the  develoi)ment  of  the  country.  We  are  developing  now 
because  we  must  develop,  we  must  get  more  trade,  and  we  can  only 
do  it  in  that  way;  and  this  by  the  exercise  of  our  credit.  But  strike 
down  our  credit  by  legislation,  even  make  a  report  favoring  hostile 
legislation,  and  what  is  the  chance  of  our  getting  money  to  cany 
out  the  projects  we  are  considering? 

The  Chairman.  May  I  interrupt  you  here?  You  have  spoken 
about  the  active  competition  between  these  three  roads  which  j^ou 
mention.  Is  there,  in  fact,  any  competition  between  those  three  roads 
or  any  other  roads  in  the  United  States  that  develops  itself  in  a 
lower  charge  for  service,  either  in  carrying  freight  or  passengers: 
and  is  it  possible  to  have  that  kind  of  coiiipetition  where  tariff  sched- 
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ules  by  law  tire  made  public  and  can  not  be  changed  without,  say, 
thirty  days'  notice?  Is  it  practicable  to  have  competition  under  those 
circumstances  ? 

Mr.  Herbert.  It  is  by  the  natural  laws  of  competition  which  have 
been  operating  for  the  past  thirty  years  that  passenger  rates  particu- 
larly, and  that  is  what  is  now  before  you,  have  gone  down  on  portions 
of  this  road  from  6  cents  to  5,  from  5  cents  to  4,  and  from  4  cents 
to  3. 

The  Chairman.  Is  that  the  result  of  competition  between  the 
roads,  or  is  that  in  response  to  the  general  necessities  that  grow  out 
of  a  more  prosperous  condition  and  a  naturally  enlarged  product? 

Mr.  Herbert.  Both  causes  cooperate,  and  when  there  is  such  (co- 
operation there  is  a  natural  increase  of  prosperity  which  will  follow 
the  operation  of  these  roads  and  their  further  extension,  and  thus,  if 
allowed,  we  will  bring  about  conditions  that  will  enable  u?  to  make 
rates  lower. 

I  spoke  the  other  day  of  the  marvelous  fact — just  this  one  fact, 
Mr.  Chairman,  which  seems  to  me  marvelous — ^that  these  roads  down 
in  States  like  Florida,  where  there  is  only  a  population  of  37  to  the 
SQuare  mile,  should  have  their  passenger  rates  reach  an  upward  limit 
of  3  cents,  when  in  New  England  the  upward  limit  is  2  cents  where 
the  population  and  the  wealth  is  twenty  times  as  great. 

Mr.  Kennedy.  Right  in  that  connection.  A  2  cents  a  mile  rate  in 
Ohio  seems  not  to  be  unreasonable;  but  are  not  the  people  of  the 
South  apt  to  conclude  that  railroads  everywhere  can  take  the  same 
rate.  That,  of  course,  is  not  logical,  and  it  woud  not  be  fair.  But 
would  not  legislation  by  the  National  Government,  clearly  recog- 
nizing the  fact  that  your  railroad  should  not  carry  at  the  same  riite 
as  roads  that  are  making  $30,000  per  mile,  prevent  local  legislation 
in  the  States,  and  would  it  not  have  a  tendency  to  bring  to  their  atten- 
tion the  difference  between  the  railroads  of  the  South  and  those  in 
the  thickly  settled  States. 

Mr.  Herbert.  I  am  bound  to  say  in  answer  to  that  question  that 
any  bill  proposed  or  any  report  made  by  this  committee  that  would 
pomt  out  clearly  and  distinctly  to  the  people  of  the  Southern  States, 
the  States  through  which  these  roads  run,  the  all-important  fact  that 
all  railroads  ought  not  to  be  treated  to  the  same  medicine,  might  or 
logically  ought  to  have  a  good  effect. 

Mr.  Adamson.  In  the  thinly  populated  sections,  where  you  can  not 
run  such  fine  trains,  had  they  not  better  take  a  few  plushes  out  of  the 
upholstery,  and  take  a  little  off  of  increased  charge  ? 

Mr.  Herbert.  It  would  be  rather  an  impracticable  thing ;  a  rather 
invidious  thing. 

Mr.  Adamson.  Through  all  the  regions  of  the  South  you  do  not 
have  to  run  that  kind  of  trains,  the  same  kind  that  they  demand  on 
the  Lake  Shore  and  the  Erie,  do  they? 

Mr.  Herbert.  But  wherever  there  is  a  through  train,  from  one 
point  to  another,  it  would  be  an  impracticable  thing  to  stop  and  ex- 
change cars. 

Mr.  Adamson.  But  you  might  carry  them  on  different  trains  if 
necessary. 

Mr.  Herbert.  It  would  cost  more  than  it  would  come  to ;  it  would 
be  impracticable  to  put  on  another  train — make  transfers. 
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Mr.  Adamson.  That  is  the  thing  that  makes  so  many  mad  jurors 
that  you  were  speaking  of,  the  allowing  of  a  few  fellows  in  Boston 
and  Philadelphia  to  dictate  the  character  of  the  schedules  throughout 
the  South  to  the  detriment  of  the  local  people.  I  do  not  mean  your 
road.  The  chief  complaint  about  your  road  that  I  have  heard  in  my 
country  is  that  it  does  not  go  to  all  the  points  that  they  want  it  to 

Mr.  Herbert.  But  how  will  it  ever  get  to  those  points  if  its  credit 
is  stricken  down.  There  are  many  points  in  your  State  that  ought  to 
be  developed,  and  there  are  many  counties  in  Georgia  that  would 
grow  up  and  prosper  like  the  countv  of  Covington  has  in.  the  State 
of  Alabama.  But  how  are  they  to  be  reached  oy  the  Seaboard  Air 
Line  Railway  with  new  branches  if  there  is  legislation  that  dis- 
courages capital.  I  think  that  question  enables  me  to  illustrate,  as 
pointedly  as  it  is  possible,  the  iniquity  that  would  be  practiced  upon 
this  undeveloped  region  in  the  South  by  any  legislation  that  would 
strike  down  the  credit  of  these  railroads  and  prevent  their  develop- 
ment of  the  South.  All  over  the  South  we  have  an  abundant  rain- 
fall; nearly  all  the  land  down  there  in  all  the  States  is  capable  of 
being  made  to  blossom  like  the  rose  if  they  only  have  transportation. 
We  did  not  have  transportation  once  from  Jefferson  County.  "Where 
Birmingham  is  we  had  no  town,  and  that  county  paid,  Mr.  Richard- 
son says,  the  lowest  taxes  in  the  State.  It  is  now  the  center  of  a  great 
and  thriving  industry,  and  there  are  many  other  counties  that  are 
capable  of  l)eing  developed,  and  if  railroads  are  permitted  to  do  it, 
will  be  developed.  But  if  there  is  hostile  legislation  by  the  Federal 
Government  and  by  the  States,  this  development  can  not  be  expected. 

My  plea  is  that  now  is  not  the  time  to  cut  the  rates,  and  that  it  is 
impossible  to  do  it  with  justice  to  the  country;  certainly  it  is  impos- 
sible to  do  it  with  justice  to  that  portion  of  the  country  through 
which  this  road  I  represent  runs,  and  which  this  road  is  trying  to 
develop. 

Now,  let  us  think  for  a  moment  about  this  particular  period  chosen 
for  this  legislation,  chosen  for  the  introduction  of  bills  reducing  rates, 
either  by  a  horizontal  reduction,  or  by  any  reduction  at  all.  We  have 
the  testimony  of  Mr.  Ryan  that  the  labor  expense  recently  on  this 
road,  had  gone  up  $200,000.  Labor  has  been  increasing  its  demands 
continually,  and  those  demands  must  be  answered.  >iot  only  must 
they  be  answered,  but  we  must  look  to  the  future.  Quite  recently 
there  was  a  conference  in  this  city  of  railroad  laborers  asking  for 
higher  rates  and  shorter  hours.  That  is  the  situation  right  now. 
These  demands  of  labor,  coupled  with  the  expensiveness  of  materials — 
everything,  ties,  iron,  everything  that  costs  in  the  equipment  of  a  rail- 
road, is  higher — and  the  expense  of  living  is  higher  20  to  25  per  cent 
higher,  for  the  railroads  as  well  as  for  people.  Your  expenses  are 
higher,  and  you  have  recognized  the  fact,  justly  and  fairly,  I  think, 
by  increasing  the  salaries  of  Members  of  the  House  and  of  the  Senate. 
The  country  is  going  to  approve  of  that  I  hope,  universally.  The 
evidence  so  far  as  I  see  here  is  that  the  country  will  approve  it.  That 
is  what  I  gather  from  the  papers  in  my  State.  And,  gentlemen,  just 
at  this  time  when  these  expenses  are  increasing — and  not  only  that, 
when  the  prosperity  brought  about  by  these  roads  has  resulted  in  the 
production  of  so  much  freight  that  it  is  impossible  with  present  facili- 
ties to  handle  it,  and  there  is  needed  for  the  roads  that  are  already 
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built  more  equipment,  more  terminal  facilities,  more  sidetracks — 
really  more  tracks  if  they  are  to  handle  this  freight  to  their  advan- 
tage and  to  the  advantage  of  the  people.  There  should  be  no  reduc- 
tions. And  all  of  these  roads — ^none  of  them  I  believe — have  any 
funds  laid  aside.    They  must  resort,  to  credit. 

Mr.  Stevens.  Where  did  you  get  funds  to  make  the  extension  to 
Fernandina  and  Tampa  and  such  places  that  you  spoke  of? 

Mr.  Herbert.  We  have  had  to  rely  upon  our  credit.  I  do  not  know 
the  particulars,  but  it  is  the  same  whether  we  .have  got  to  get  money 
on  credit  or 

Mr.  Stevens.  You  would  go  to  the  money  market? 

Mr.  Herbert.  Yes ;  to  get  it  when  our  income  is  not  sufficient. 

Mr.  wSte\t3N8.  Did  you  make  these  extensions  out  of  your  income  ? 

Mr.  Herbert.  I  don't  know  exactly  how  they  have  been  made,  but 
I  do  know  that  there  now  is  a  deficit. 

Mr.  Stevens.  That  is  why  I  wanted  to  know.  If  you  made  exten- 
sions out  of  your  income,  and  there  was  a  deficit,  that  would  not  be  an 
argument  agauist  this  bill. 

Air.  Herbert.  I  think  they  have  been  made  largely  on  credit — still 
I  am  not  prepared  to  answer. 

Mr.  Adamsox.  Your  system  is  not  complete;  you  are  all  the  time 
building? 

Mr.  Herbert.  All  the  time  building  and  extending. 

Mr.  Stevens.  It  is  interesting  for  us  to  know  in  this  particular,  if 
you  are  making  these  extensions,  where  you  get  the  money. 

Mr.  Herbert.  I  will  make  a  note  of  that,  and  1  will  ask  permission 
to  add  to  my  remarks  in  these  particulars.  Within  the  limited 
time  I  have  had  for  corrections,  etc.,  I  can  only  add  in  a  general 
way  that  some  of  our  extensions  and  improvements  have  been  made 
from  the  profits  of  the  paying  portions  of  our  system  and  some  on 
credit  money. 

Now,  gentlemen,  just  look  at  the  present  situation.  Consider  for 
a  moment  both  freight  rates  and  passenger  rates;  why  should  you 
reduce  passenger  rates  instead  of  freight  rates?  Have  you  informa- 
tion enough  to  enable  you  to  say  that  in  the  interest  oi  the  country 
and  in  the  interest  of  the  railroads,  which  are  part  of  the  country 
and  are  helping  in  its  development,  the  first  reduction  ought  to  l>e 
on  passenger  rates?  Take  these  people  in  the  different  States  of 
Alabama,  Georgia,  and  Mississippi,  and  other  Southern  States 
through  which  tne  railroads  run.  How  many  of  them — that  is,  the 
farmers,  the  workers,  the  backbone  and  sinew  of  the  country — travel 
l>y  rail  through  other  States?  Of  course,  men  on  the  borders  may  go 
across  the  line  and  sell  chickens,  but  that  is  not  material.  There  are 
very  few  of  the  people  who  are  really  affected  by  these  rates,  but 
tliey  do  need  cheap  freight  rates. 

They  can  not  live  unless  they  can  send  their  products  abroad,  and 
unless  they  can  get  back  products  in  exchange  for  them  on  reasonable 
terms.  And  this  committee  has  not  the  time  to  get  the  information ; 
Jt  certainlv  has  not  the  information  now  before  it — at  least  it  has  not 
lx?en  developed  here — that  w^ould  justify  you  in  coming  even  to  the 
conclusion  that  passenger  rates  are  the  first  things  to  be  touched. 

Mr.  Stevens.  What  do  you  maintain  is  the  nrst  requisite  a  rail- 
road company  should  furnish  the  people — rates,  or  facilities,  or 
safety,  or  what? 
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Mr.  Herbert.  Safety  first. 

Mr.  Ste\t:n8,  Then  what? 

Mr.  Herbert.  Next  to  safety,  it  ought  to  furnish  freight  rates,  I 
think,  more  cheaply  than  passenger  rates,  because  they  are  more 
important. 

Mr.  Stevens.  And  facilities  after  that  ? 

Mr.  Herbert.  Facilities  for  cheapening  passenger  and  freight  rates. 

Mr.  Stevens.  Don't  you  think  that  the  people  want  facilities  ahead 
of  rates? 

Mr.  Herbert.  Their  true  interest  is  in  having  rates  that  will  enable 
them  to  live  and  prosper. 

Mr.  Adamson.  They  could  not  judge  the  rates  by  the  facilities? 

Mr.  Herbert.  No. 

Now,  gentlemen,  every  interest  down  South  is  prospering  except  the 
railways. 

Mr.  Adamson.  The  biggest  troudle  I  see  down  South  is  where  thev 
give  one  town  one  rate,  and  another  town  a  different  rate.  I  don't 
think  our  people  ffenerally  would  kick  if  the  rates  were  fair  to  all. 

Mr.  Herbert.  That  is  exactly  the  point  I  am  getting  to. 

Mr.  Richardson.  Before  you  start  on  that,  I  would  Tike  to  have  you 
explain  to  me  or  the  committee  this  trouble  that  you  have  in  Ala- 
bama. First  and  foremost  is  a  general  belief  that  the  roads  which 
pass  through  Georgia  and  come  into  Alabama  charge  much  less 
freight  in  Georgia  than  they  do  in  Alabama,  across  the  fine.  Then  is 
it  not  a  fact— or  have  you  examined  it — that  the  roads  that  penetrate 
Alabama,  when  they  render  their  assessments  to  the  board  provided 
by  the  laws  of  Alabama  to  whom  they  have  to  account,  put  their  roads 
in  at  a  value  per  mile  of  about  $7,000;  and  then  when  they  come  to 
make  an  account  wherein  their  profits  are  involved,  they  estimate  the 
same  road  per  mile  as  worth  not  less  than  $50,000  a  mile?  That  is, 
when  they  put  their  property  in  to  be  assessed  and  pay  their  part  of 
the  taxes,  they  make  an  estimate  of  the  worth  of  the  road  on  an  aver- 
age of  $7,000  a  mile ;  and  when  they  come  in  to  be  assessed  for  their 
profit,  for  their  realization  on  the  profits,  they  quadruple  it.  Have 
you  examined  that? 

Mr.  Herbert.  I  am  going  to  speak  of  that  in  a  moment. 

Mr.  Richardson.  I  wish  you  would. 

Mr.  Herbert.  But  if  Mr.  Richardson  and  Mr.  Adamson  will  allow 
me  for  a  moment  to  pass  by  that,  I  want  to  make  this  one  point. 
Every  single  interest  m  Alabama  now — agricultural,  mining,  manu- 
facturing, farming — all  are  prospering  excepting  the  railroads,  which 
are  paying  no  dividends.  Suppose  a  widow  ten  years  ago,  or  five  years 
ago,  had  an  insurance  policy  left  her  by  a  husband,  on  which  she  was 
to  live,  of  about  $10,000.  That  would  be  a  very  good  sum  for  the  aver- 
age throughout  the  country.  If  she  had  invested  it  judiciously  in 
agriculture,  mining,  manufacturing,  iron,  or  cotton,  she  would  have 
gotten  in  profits  from  8  to  10  per  cent,  and  maybe  more,  and  she 
would  have  received  to  live  on  something  like  a  thousand  or  twelve 
hundred  dollai*s  perhaps.  Suppose  she  had  invested  it  in  one  of  these 
railroads,  hoping  for  development,  she  would  have  gotten  nothing. 

Mr.  Stevens.  You  do  not  contend  that  that  is  the  fault  of  the  Gov- 
ernment. Isn't  that  the  fault  of  the  railroad  owners  themselves — the 
manipulators  of  the  stock  market? 
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Mr.  Herbert.  I  think  not:  it  is  the  condition  of  things.  And  I 
am  endeavoring  to  show  that  under  present  conditions,  this  is  one  of 
the  interests  that  is  not  prospering.  All  of  the  other  interests  are 
prospering.    Certainly,  this  is  not  the  time  to  cripple  railroads. 

Now,  to  come  to  the  question  that  was  asked  me,  and  they  both 
relate  to  the  same  point,  the  discriminations — freight  discriminations. 
There  is  complaint,  and  I  am  not  here  to  deny  that  there  can  be  found 
grounds  of  complaint  about  discriminations  here  and  there  in  freight 
rates.  These  discriminations  are  brought  about  by  the  fact  that  these 
great  systems  are  struggling,  not  only  against  each  other,  but  they  are 
struggling  for  rates  that  will  enable  them  to  live  and  pay  interest  on 
the  money.  Now  and  then,  I  do  not  doubt  that  in  favor  of  points 
where  there  is  competition,  they  make  discriminations  against  this. 
place  or  that  place.  What  is  the  best  way  to  remedy  any  discrimina- 
tion if  it  be  unfair?  I  believe  that  that  is  the  only  ground  of  com- 
plaint that  the  people  of  to-day  really  think  they  have  against  the 
railroads.  Suppose  we  say  it  is  well-founded,  who  is  to  afford  the 
remedy  ?    You  are  not ;  or,  at  least  there  is  no  bill  of  that  kind  here 


merce  Commission — that  has  that  power,  and,  under  the  Hepburn  bill, 
which  originated  in  this  committee  at  the  last  session,  the  Interstate 
Commerce  Commission  has  power  to  look  into  and  remedy  these  pre- 
cise things.  If  that  is  the  ground  of  complaint,  and  a  well-founded 
ground  of  complaint,  it  is  one  that  Confess  recomized  when  it 
passed  the  Hepburn  bill  and  gave  the  machinery  to  the  Commission- 
ers to  enable  them  to  accomplish  that  result — the  prevention  of 
unfair  discrimination. 

The  Chairman.  The  hour  has  arrived  for  adjournment.  This 
matter  will  so  over  until  next  Friday. 

Adjourned  at  12  o'clock  noon. 

CONCLUSIOK  OF  BEMABKS  OF  MB.  HILABT  A.  HEBBEBT. 

Mr.  Chairman  and  Gentlemen  :  AMien  my  remarks  were  inter- 
rupted by  the  hour  of  adjournment  on  Tuesday  last,  I  was  saying 
that  the  most  reasonable  ground  of  complaint,  and  what  I  believe"  has 
caused  more  discontent  than  anything  else,  is  the  fact  that  towns  and 
other  localities  which  do  not  enjoy  the  benefits  of  competing  systems 
of  transportation  often  fail  to  get  freight  rates  as  low  as  are  given 
to  points  where  there  is  actual  comj)etition.  The  law  has  for  twenty 
years  recognized  that  competition  gives  natural  advantages  to  locali- 
ties and  that  this  advantage  is  not  to  be  taken  away  by  law,  but  if 
at  any  point  it  happens  that  injustice  is  done,  that  is  a  matter  over 
which  the  Interstate  Commerce  Commission  has  full  jurisdiction. 
The  Commission  is  competent  to  deal  with  that  question,  and  there 
you  propose  to  leave  it,  I  suppose,  because  no  bill  on  that  sul>ject  is 
now  before  you. 

For  the  reduction  of  passenger  rates  there  does  not  seem  to  be 
any  widespread  demand.  No  one  has  appeared  here  to  advocate 
this  bill.  But  if  there  is  a  demand  for  lower  passenger  rates  you 
have  ffiven  the  Interstate  Commerce  Commission  power  to  deal  with 
that  also.     The  act  in  which  you  did  this  was,  at  the  last  session  of 
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Congress,  the  subject  of  the  greatest  debate  that  has  taken  place  in 
this  Capitol  for  many  years.  You  thought,  gentlemen,  when  you 
passed  that  bill  (which  originated  in  this  conmiittee  and  to  which 
the  honored  name  of  your  chairman  has  been  given)  that  it  would 
give  relief.  This  was  the  consensus  of  opinion  of  the  two  Houses. 
That  bill  went  into  oj>eration  only  at  the  beginning  of  this  month. 
\Vliy  not  give  it  an  opportunity?  Why  discredit  that  Commission 
now  by  saying  in  advanc^e  that  you  do  not  believe  it  will  do  what  you 
empowered  it  to  do?  What  do  you  think  will  be  the  effect  upon 
IDublic  opinion  throughout  the  country  if  you  say  now,  by  passing  a 
law  that  will  divest  the  Commission  of  so  important  a  part  of  the 
jurisdiction  you  so  recently  gave  it,  that  you  have  no  faith  in  it? 
Why,  gentlemen,  even  a  favorable  report  on  this  bill  or  any  of  these 
bills  would  be  taken  by  the  public — ^by  the  Commission — as  indi- 
cation that  in  the  opinion  of  this  course  this  is  a  matter  that  the 
Commission  is  not  to  deal  with  and  Congress  is. 

And  now,  gentlemen,  in  conclusion  let  me  say  that  my  reniark> 
have  been  confined  largely  to  the  railroad  system  I  represent  and  to 
the  section  of  the  country  in  which  that  system  operates,  because  what 
is  true  there  is  true  elsewhere. 

It  seems  to  me  to  have  been  established  before  you  by  the  evidence 
and  by  the  authorities  cited — 

That  you  can  not,  without  violating  the  Constitution,  enact  that 
railroads  shall  issue  to  those  able  to  pay  for  them  thousand-mil.* 
tickets  at  rates  lower  than  the  rates  charged  to  others. 

That  you  can  not  compel  one  railroad  to  redeem  tickets  issued  by 
other  roads. 

That  if  you  should  abandon  the  idea  of  thousand-mile  tickets,  and 
fix  uniform  straight  rate*^  for  all  the  roads,  it  would  l^  unfair,  unrea- 
sonable, and  unjust. 

That  you  have  neither  the  information  nor  the  time  within  which 
to  get  the  information  that  would  enable  you  to  fix  passenger  rate- 
for  all  the  roads  in  the  United  States. 

That  any  attempt  to  classify  roads,  either  by  dividing  them  off  into 
zones  or  by  graduating  rates  by  gross  incomes,  would  also  be  unfair, 
impracticable,  and  unjust. 

And  to  speak  again  of  the  system  I  represent.  Tlie  evidence  has 
shown  that  the  prosperity  of  the  territory  in  which  it  operates,  and 
of  the  whole  South,  during  the  last  forty  years,  and  jiarticularly 
within  the  last  twenty-five  years,  has,  considering  the  hurd-Mis  csiiried 
by  that  section  of  the  country,  been  simply  marvelous,  and  this  pros- 
perity has  been  the  direct  result  of  cooperation  between  the  milroads 
and  the  people. 

Again,  the  Seaboard  Air  Line  is  one  of  tliree  systems  of  railroads 
which  are  all  engaged  in  honest  and  earnest  competition.  It  is  a  new 
system,  compose(l  of  st^veral  roads,  some  of  which  have  U»en  subject  to 
many  vicissitudes — this  chiefly  because  of  the  spar^»ness  of  popula- 
li(»n. 

If  thr  development  of  the  region  through  wlii.-h  this  system  s^oes  is 
lo  conliiuie,  the  system  must  be  encoura::«Ml  niid  noi  discouraged. 

This  hearing  has  been  going  on  for  nearly  four  weeks.  There  is  no 
evidence  here  of  a  crusade.  Not  a  witness  has  appeared  in  favor  of 
any  of  these  bills,  and  every  member  of  the  committee  has  shown  a 
disposition  to  consider  this  question  fairly.       But  there  are  evidences 
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elsewhere  of  hostility  that  are  alarming.  Although  our  sytem  has 
not  yet  been  able  to  pay  a  cent  of  dividend  on  its  common  stock 
and  never  but  1^  per  cent  at  one  time  on  its  preferred  stock,  the 
Florida  railroad  commission  some  two  years  ago  ordered  two  reduc- 
tions on  freights,  both  of  which  were  submitted  to  without  question. 
Two  other  orders  bv  the  same  commission,  still  further  reducing 
freights,  were  appealed  from  because  the  road  believed  them  unjust, 
but  the  decisions  were  affirmed.  And  you  must  never  cease  to  bear 
in  mind,  gentlemen,  that  courts  are  not  rate-fixing  bodies.  That  the 
Supreme  Court  of  the  United  States  has  repeatedly  decided  that  it 
has  no  power  to  afford  any  relief,  except  when  disciminations  are 
attempted  which  amount  to  the  taking  of  property  without  due 
process  of  law,  or  when  rates  are  fixed  so  low  as  to  amount  to  con- 
fiscation. When  it  reaches  that  conclusion  it  can  only  declare  a  law 
void.  It  can  not  fix  reasonable  rates.  But  the  reasoning  in  Smythe 
f\  Ames  tends  to  show  that  if  the  Nebraska  legislature  had  left  the 
railroads  the  power  to  earn  even  1  per  cent  on  their  capital  the  court 
would  have  refused  to  interfere.  Such  a  low  rate  would  evidently 
have  been  unjust  and  unfair,  but  from  the  opinion  of  the  court  it 
would  have  been  upheld,  because  not  unjust  and  not  unfair  to  the 
extent  of  absolute  confiscation. 

At  this  very  moment  bills  are  about  to  pass,  if  they  have  not 
already  passea,  reducing  freight  rates  and  passenger  rates  in  Ala- 
bama. So  in  Georgia.  Legislation  is  also  to  be  urged  against  rates 
in  Virginia  and  in  North  Carolina,  and  all  this  just  at  a  time  when 
all  the  expenses  of  operation  and  of  betterment  are  rapidly  increas- 
ing. If  this  crusade  goes  on  capital  will  take  fright  and  refuse 
advances  not  only  for  extensions  and  improvements,  but  even  for 
necessary  repairs  and  equipment.  When  a  panic,  once  begins  it  will 
affect  not  only  the  rich,  but  the  hundreds  and  thousands  of  widows 
and  orphans  and  other  people  in  moderate  circumstances  who  have 
their  investments  in  railroad  securities. 

WTiat  relief  will  there  be  except  in  Government  ownership  ?  That 
idea  is  making  headway  already.  Not  only  are  avowed  socialists 
advocating  it,  but  many  others,  who  do  not  claim  to  be  socialists,  are 
contending  that  the  Government  must  own  the  railroads.  If  no 
other  remedy  is  in  sight,  if  the  lawmakers,  State  and  Federal,  will 
not  allow  the  owners  of  railroad  property  fair  returns  upon  their 
investments,  what  is  to  prevent  them  from  striking  a  bargain  with  the 
socialists?  The  socialists,  if  they  can  thereby  get  into  power,  will, 
vou  may  be  sure,  stand  ready  for  a  trade.  They  will  agree  before- 
hand that  the  Government,  when  they  get  control,  shall  pay  fair 
prices  and  when  this  bargain  is  made,  when  the  railroad  interests  are 
driven  into  the  wide-open  arms  of  the  socialists,  what  is  to  prevent 
the  triumph  of  Government  ownership  ? 

This  is  a  question  the  country  ought  to  take  note  of,  and  it  is 
one,  gentlemen,  for  you  to  consider :  Shall  the  railroad  interests  be 
driven  by  hostile  legislation  into  the  advocacy  of  Government 
ownership  ? 
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Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Refrebentatives, 
Waahingtanj  D.  C,  Friday ^  February  i,  1907. 

STATEMENT  OF  MB.  LEWIS  E.  PATSOK— Concluded. 

Mr.  Payson.  Mr.  Chairman  and  gentlemen  of  the  committee,  as  I 
was  saying  at  the  previous  hearing,  where  the  people  in  the  States 
have  taken  up  this  question  and  have  fixed  maximum  rates,  these  were 
the  figures,  and  I  had  gotten  down  to  the  State  of  California  in  my 
presentation,  stating  then  that  the  maximum  rates  by  law  ran  from 
3  to  10  cents  a  mile.  As  I  said,  these  rates  are  fixed  by  a  commission, 
and  the  operations  under  that  commission  are  entirely  satisfactory  to 
tlie  people  of  the  State  of  California. 

I  read  from  the  report  of  the  annual  convention  of  railroad  com- 
missioners, held  in  this  city  in  April,  1902,  from  page  105 : 

Mr.  Beckman.  Mr.  Chairman,  I  would  state  that  we  are  a  good  deal  in  the 
same  fix  in  our  State.  We  have  some  30  roads.  For  some  of  the  roads  we 
establish  a  rate  for  passengers  of  2^  cents  per  mile,  and  for  others  a  rate  of  10 
cents  per  mile.  If  we  did  not  allow  10  cents  per  mile  the  claim  would  be  made 
that  the  passenger  business  was  too  light  for  a  lower  rating.  We  malce  a  rate 
for  almost  evei*y  road.  Where  there  is  a  great  deal  of  travel  we  make  a  less 
rate ;  but  where  the  travel  is  light,  and  amounts  to  only  a  trifle,  we  make  a  high 
rate.  On  one  road  they  keep  up  40  miles  of  snowshed,  and  we  have  to  take  all 
such  things  into  consideration;  therefore  the  statistics  would  be  of  very  little 
use  to  us. 

I  may  say,  in  this  connection,  that  there  are  17  States  in  the  Union 
where  the  fixing  of  maximum  rates  is  confided  by  law  to  railroad  com- 
missions; and  m  all  those  States,  so  far  as  I  have  been  able  to  ascer- 
tain, the  action  of  the  commissions  has  been  perfectly  satisfactory  to 
the  people. 

I  read  again,  from  page  103  of  this  report,  a  statement  made  by  Mr. 
Wheeler,  of  Illinois,  showing  the  satisfaction  to  the  people  of  his 
State  with  the  action  of  the  commission : 

Mr.  Wheelek.  I,  In  part,  reprepent  a  State  whose  commission  has  the  rate- 
making  power,  and  we  disregard  In  making  our  rates  the  approximate  pas- 
senger and  freight  expenses.  We  pay  no  attention  to  them,  but  we  classify  our 
roads  according  to  the  net  earnings  per  mile.  That  includes  both  passenger  and 
freight,  and  we  base  the  rates  upon  those  net  earnings. 

And  I  will-  say  further,  that  I  do  not  believe  there  is  a  State  in  the  Union 
where  there  is  less  friction  between  the  people  and  the  railroads  than  in  the 
State  of  Illinois.  They  are  satisfied  on  both  sides.  The  people  seem  to  be 
satisfied  with  the  rates,  and  the  roads  seem  to  be  satisfied  with  the  rates;  at 
least,  they  accept  the  rates — the  maximum  rates — as  published  by  the  commis- 
sion, and  In  many  Instances  make  rates  lower  than  those  authorized  by  the 
commission.  We  do  not  prescribe  minimum  rates.  We  simply  fix  maximum 
rates,  and  the  people  are  satisfied  with  the  action  of  the  various  roads  In  follow- 
ing the  rates  as  established  by  the  commission,  or  in  making  lower  rates  than 
the  commission  authorizes.  I  repeat  that  I  do  not  believe  there  is  a  State  in 
the  Union  where  there  Is  less  friction  between  the  people  and  the  railroads  than 
in  the  State  of  Illinois. 

The  rates  fixed  by  the  Illinois  commission  I  have  already  submitted 
to  the  committee.  In  Iowa  the  statutory  maximum  rate  is  3j^  cents 
a  mile.  A  few  years  ago  it  was  proposed  to  classify  the  different 
roads  in  the  State,  so  that  for  Class  A  a  maximum  of  2  cents  a  mile, 
for  Class  B  a  maximum  of  2i  cents  a  mile,  and  for  Class  C  a  maxi- 
mum rate  of  3  cents  a  mile  was  proposed,  but  this  action  failed. 


RAILBOAD  PASSENGER  FARES  AND  MILEAGE  TICKETS..    217 

In  Kansas  the  maximum  rate  is  3  cents  per  mile.  In  Louisiana,  by 
the  action  of  the  railroad  commission,  the  maximum  rate  is  from  3 
cents  per  mile  to  6  cents  per  mile.  In  Maryland,  by  statute,  the  maxi- 
mum rate  is  3  cents  per  mile.  In  Massachusetts  the  maximum  is  3 
cents  per  mile. 

In  Michigan  the  roads  are  graded  so  that  in  the  lower  peninsula 
a  maximum  of  2  cents  and  3  cents  per  mile  is  permitted,  and  in  the 
upper  peninsula  2  cents  and  4  cents.  In  Minnesota,  by  railroad  com- 
mission, the  rate  is  3  cents  per  mile.  In  Missouri  upon  different  lines 
the  maximum  rates  are  3  cents  and  4  cents  per  mile.  In  Nebraska, 
by  State  railroad  commission,  the  maximum  rate  is  3  cents  per  mile. 

In  Nevada,  by  State  law,  a  maximum  not  exceeding  10  cents  per 
mile  is  allowed.  In  New  Jersey,  by  State  law,  the  maximum  rate  is 
3  cents  per  mile.  In  New  York,  by  statute,  the  maximum  rate  is  3 
cents  per  mile,  except  that  upon  traffic  between  places  intermediate 
between  Albany  and  Buffalo  the  maximum  rate  is  fixed  at  2  cents  per 
mile,  and  this  is  explained  because  along  that  portion  of  the  New  York 
Central  Railroad  hne  runs  the  Erie  Canal,  a  State  institution,  so  that 
the  railroad  competing  with  the  canal  is  restricted  in  its  charges  to  2 
cents  per  mile,  as  I  stated. 

In  North  Carolina  the  rate  fixed  by  the  railroad  commission  is  3J 
cents  per  mile.  In  Ohio,  by  State  law,  the  maximum  rate  is  2  cents 
per  mile.  In  Oregon,  by  State  law,  the  maximum  rate  is  4  cents  per 
mile.  In  Tennessee,  by^  State  law,  the  maximum  rate  is  4  cents  per 
mile.  In  Texas,  by  railroad  commission,  the  maximum  rate  is  3  cents 
per  mile.  In  West  Virginia,  by  State  law,  3  cents  to  5  cents  may  be 
charged.    In  Wisconsin,  by  statute,  the  maximum  rate  is  3  cents. 

At  this  point  I  insert,  Mr.  Chairman,  the  local  passenger  rates  of 
the  different  lines  of  road  involved  in  the  Union  Pacific  and  Southern 
Pacific  systems,  as  follows: 

Rates  per  mile  of  local  passenger  fares,  January  1,  1901, 

Basis 
Union  Pacific  Railroad:  per  mile. 

Main  and  branch  lines  in  Kansas,  Nebraska,  Colorado,  Wyoming,  and 

Utah $0.03 

Except  Park  City  and  Superior  branches .  05 

Oregon  Short  Line  Railroad : 

Main  line.  Granger  to  Huntington  and  Salt  Lake  City  to  Butte,  also 

Boise  branch  and  Cache  Valley  branch .03 

Cumberland  branch,  Twin  Falls  branch,  Malad  branch,  and  Marysvllle 

branch .  04 

Ketchum  branch  and  Mackay  branch .05 

Oregon  Railroad  and  Navigation  Company : 

Main  line  and  branches .03 

Except  Shaniko  branch  and  Condon  branch .04 

Southern  Pacific  Company  (Pacific  system)  :  (In  California  tickets  limited 
to  six  months,  good  for  bearer  and  good  to  stop  over  at  any  point,  are 
sold  at  rates  which  have  been  approved  by  the  California  Railroad  Com- 
mission. This  is  in  accordance  with  the  constitution  of  California.  We, 
however,  also  sell  continuous- trip  tickets  at  lower  rates  made  by  the  rail- 
road voluntarily.  In  other  States  and  Territories  continuous-trip  tickets 
are  sold.  The  general  basis  for  continuous-trip  rates  is  as  follows, 
there  being  of  course  exceptions  by  lower  through  rates  between  certain 
points)  : 

Ogden,  TXtah,  to  Auburn,  Cal.,  main  line .04 

Branches .05 

Nevada  and  California  Railroad .05 

California  main  lines .03 

California  branch  lines  not  to  exceed ^ .05 
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Basis 
Southern  Pacific  Company — ^Continued:  per  mile. 

Oregon  lines $0. 03 

El  Paso.  Tex.,  to  Banning.  Cal..  main  line .04 

Branches  not  to  exceed .05 

Texas  lines:  In  accordance  with  Texas  laws  not  to  exceed .03 

Louisiana  lines: 

Main  line .03 

Thibodaux  branch,  Houma  branch.  New  Iberia-Abbeville  branch,  Alex- 
andria branch,  Eunice  branch .03 

Cypremont  branch.  St.  Martinsrille  branch .04 

Lake  Arthur  branch .05 

Lockport  branch .0(i 

The  courts  have  uniformly  sustained  rates  largely  in  excess  of  2 
cents  a  mile  as  reasonable.  In  Ames  v.  The  Union  Pacific  Railroad 
Company  (64  Fed.  Rep.),  cited  before,  a  difference  of  over  40  per 
cent  m  rates  in  Nebraska  over  similar  service  in  Iowa  was  sustained 
by  the  Supreme  Court  of  the  United  States  as  not  unreasonable*  Be- 
fore the  Interstate  Commerce  Commission,  in  the  Charleston  and 
Southern  Railroad  case,  a  rate  of  practically  4  cents  a  mile  was  held 
to  be  reasonable,  taking  into  consideration  the  cost  of  the  road,  the 
density  of  population,  the  density  of  traffic,  and  the  lack  of  local 
traffic. 

I  will  read  section  514  of  Beale  &  Wyman's  Railroad  Rate  Regula- 
tion. 

514.  Cost  of  arvice  a  principle  applicahle  to  passenger  fares. — Cost  of  serv- 
ice is  plainly  a  principle  In  rate  making  to  be  applied  to  passenger  fares  as 
well  as  to  freight  rates.  It  can  not  be  more  scientifically  done  in  one  case  than 
in  the  other,  but  it  is  always  a  matter  to  be  inquired  into.  Various  considera- 
tions affecting  the  coat  of  passenger  service  are  suggested  in  the  extract  from 
an  opinion  by  the  Interstate  Commerce  Commission,  which  follows,  which  held 
not  invalid  a  fare  of  3.826  cents  per  mile  between  Savannah  and  Charleston : 
"  This  railway  between  Savannah  and  Charleston  runs  mostly  through  swamp 
lauds  and  crosses  a  number  of  rivers.  From  Savannah  it  runs  parallel  with  the 
Savannah  Hlver,  crossing  it  to  the  South  Carolina  side;  the  other  streams 
crossed  are  the  Coosawhatchie,  the  Salkehatchie,  the  Ashepo,  and  the  Edisto. 
Five  or  more  drawbridges  are  operated. 

The  road  had  8  miles  of  trestling,  but  by  filling  in  the  trestle  mileage  has 
been  reduced  to  4.  On  account  of  the  swamps  and  rivers  the  construction  of 
the  road  involved  more  than  ordinarj'  cost,  and  unusual  expense  is  required  to 
maintain  it  in  a  good  state  of  repair.  The  sec»tion  traversed  by  the  line  Is 
unhealthy,  much  of  it  is  uninhabitable,  and  the  population  is  made  up  almost 
entirely  of  colored  persons.  They  have  little  patches  of  land,  and  .some  are 
employed  In  rice  cultivation.  Up  to  about  three  years  ago  phosphate  mines 
In  that  region  were  worked  extensively,  but  that  industry  has  been  abandoned 
to  a  considerable  extent,  because,  It  Is  suggested,  of  the  discovery  of  phosphate 
rock  in  Tennessee,  Florida,  and  other  localities.  There  is  one  fertilizer  factory 
located  on  the  line  about  35  or  40  miles  south  of  Charleston.  There  are  no 
places  of  importance  between  the  termini  of  this  road,  and  the  coimties  in 
South  Carolina  penetratetl  by  the  line  (not  Including  Charleston  County)  num- 
ber 28  persons  to  the  sciuare  mile,  as  against  34^  to  the  square  mile  throughout 
the  whole  State.  After  leaving  Chatham  County,  which  includes  Savannah, 
the  road  passes  through  Effingham  County,  Ga.,  which  has  about  13  persons 
to  the  square  mile. 

I  will  also  read  from  section  522  of  Beale  &  Wyman  on  Railroad 
Rate  Regulation,  the  case  of  Cist  v.  The  Michigan  Central  Railway 
(10  I.  C.  C.  Reports,  217),  emphasizing  one  paragraph  of  the  opinion 
of  the  Commission  where  it  stated :  ''  There  is  hardly  any  section  of 
the  country  in  which  a  rate  as  high  as  3  cents  per  mile  is  not  charged 
for  a  local  service  of  this  distance." 

522.  Principles  of  usual  rates  peculiarly  applicable  to  passenger  fares, — 
The  principle  of  i)ermitting  the  railroads  under  ordinary   circumstances  to 
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charge  usual  rates  of  fare  is  particularly  useful  in  denllng  with  the  validity 
of  passenger  fares.  There  are  certain  standards  of  what  will  constitute  a  not 
unreasonable  charge  per  mile  for  a  passenger  in  most  communities  which  It 
can  hardly  be  shown  to  be  unreasonable  to  maintain.  Thus  in  one  proceeding 
the  Interstate  Commerce  Commission  said :  **  We  can  not  find  upon  this  record 
that  $1.10  is  an  unreasonable  charge  from  Niagara-on-the-Lake  to  Bul¥alo. 

This  is  a  branch  line  of  the  defendant,  and  the  case  does  not  show  density  of 
traffic  nor  the  circumstances  lender  which  the  passenger  servi<x>  is  performed. 
It  simply  appears  that  a  rate  of  3  cents  per  mile  is  imposed.  While  lower 
rates  are  in  force  in  many  parts  of  the  United  States,  It  is  also  true  that  there  is 
hardly  any  section  of  the  (*oiuitry  in  which  a  rate  as  high  as  3  cents  i)er  mile 
is  not  charged  for  a  local  service  of  this  distance.  The  fact  that  a  rate  of  85 
cents  is  made  during  the  summer  season  to  meet  competition  via  I^wiston  is 
not  controlling,  nor  is  the  further  fact  that  the  New  York  Central,  under  com- 
pulsion of  law,  establishes  a  rate  of  2  cents  per  mile  fron)  Ijcwlston  to  Buffalo. 

In  closing  this  p>oint  in  this  discHs.sion  I  call  attention  to  the  fact 
that  not  a  case  of  complaint  against  existing  ratt»s  of  passenger  traffic 
has  been  sustained  by  the  Interstate  Commerce '  Commission  or  the 
courts,  and  that  in  no  case  in  the  entire  Union,  except  in  the  .State  of 
Ohio,  have  the  people  fixed  as  low  a  rate  as  2  cents  per  mile. 

The  rate-making  power  should  always  consider  the  cost  of  service 
for  different  parts  of  the  same  system.  I  cite  in  support  of  this  prop- 
osition Beale  &  Wyman,  sections  457,  458,  and  510.  As  the  cost  of 
service  on  different  lines  of  road  or  different  systems  of  roads  vary 
largely,  there  must  necessarily  be  a  difference  in  rates. 

I  read  in  this  connection  section  501)  of  Beale  &  Wyman : 

509.  Cost  of  servh-p  for  different  raUroad  sffHtetns. — It  uui«t  be  olivious  fn)m 
all  that  has  been  siiid  that  cost  of  service  is  a  relative  matter,  different  for  dif- 
ferent railroad  systems.  TTjhhi  some  systems  there  will  be  grades,  ui)()n  others 
none.  Some  are  gveat  systems  with  all  the  economics  of  large  businesses,  while 
othei*?*  may  conduct  small  systems  through  sparsely  settlwl  territory.  To  quote 
a  si>eciflc  instance  from  an  oi)inion  of  the  Interstate  Connnerce  C'onunission : 
"Tested  by  these  rules,  a  rate  may  be  a  very  reasonable  and  just  rate  on  <me 
railroad  and  not  reasonable  and  just  on  another.  For  example,  a  rate  that 
would  lye  reasonable  and  just  on  the  New  York  (Vntral  and  Hudson  River  Kail- 
road  may  be  so  low  that  it  would  force  the  Minneai>olis  and  St.  licniis  Railway 
into  bankrui>tcy  in  less  than  thirty  days:  and  a  rate  that  might  l»e  reasonable 
and  just  on  the  Minneai)olis  and  St.  r>ouis  Railway  might  be  so  high  that  if 
attempted  to  be  enforced  on  the  New  York  Central  and  Hudson  River  Railroad 
for  thirty  days  it  would  practically  destroy  the  business  of  the  latter.  This 
diversity  is  most  observable  in  the  different  |>ortions  of  the  <nmntry — as,  for 
instance,  between  lines  of  railroad  in  the  Soutliern  Stat<>s.  or  the  States  of  the 
far  West,  on  the  one  hand,  and  the  railn^ad  Ihies  of  tlie  Middle  and  Bastern 
States  on  the  other. 

I  also  read  from  pages  20,  27,  and  28  of  the  report  of  tlie  annual 
convention  of  railroad  commissioners,  referred  to  alK)ve: 

We  have  little  share,  anyway,  in  the  exiiectation  that  just  railway  rates 
will  ever  be  establishe(l  through  statistical  tables  showing  **  i)er  mile.'*  "  i>er 
ton."  or  **  per  passenger  "  costs.  We  do  not  believe  that  information  of  tliis  kind 
ever  did  furnish  the  basis  for  actually  fixing  tariff  rates,  or  that  it  ever  will, 
because  we  believe  tliat,  even  where  railway  connnissions  arc  clothc<l  with 
IX)wer  to  fix  rates,  such  rates  will  be  made  U])  uiH)n  a  different  l)asis  and  <lei>end 
upon  different  conditions  from  any  disclosed  by  such  statistics.  Particularly 
must  this  be  true  so  long  as  the  cost  items  i)er  unit  of  traffic  are  i*onfes.se(Uy 
erroneoas  and  do  not  represent  the  true  facts  of  the  case. 

So  far,  therefore,  from  the  statistics  obtained  from  this  division  being  valuable 
aa  affording  a  criterion  for  railway  rates,  we  believe  that  the  very  fact  that  this 
false  Information  Is  liable  to  be  so  used  is  the  most  cogent  reason  whicli  could  be 
given  for  ceasing  to  funiish  a  basis  confessedly  errontnius.  A  man  who  travels 
in  the  wrong  direction  is  certainly  as  likely  never  to  arrive  at  his  destination  as 
one  who  travels  not  at  all. 
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By  all  this  we  do  not  mean  to  be  understood  as  saying  tliat  unless  absolutely 
correct  and  accurate  information  is  obtained  the  attempt  to  classify  expenses 
should  be  abandoned.  We  do,  however,  mean  to  say  that  unless  a  result  which 
is  substantially  and  approximately  correct  can  be  had,  it  is  better  to  leave  the 
subject  untouched,  and  to  permit'  (if  a  cost  criterion  must  be  had)  the  statistics 
of  each  road  to  be  estimated  separately  and  in  the  light  of  its  own  conditions  of 
traffic,  and  to  be  so  estimated  by  those  who  may  have  the  rate-making  power. 

In  the  somewhat  lengthy  investigation  we  have  made  in  this  matter  one  fact 
has  arisen  to  a  position  of  absolute  clearness  in  our  mind,  which  is  that  no 
universal  or  uniform  basis  of  such  division  of  expenses  will  ever  yield  statis- 
tical results  near  enough  correct  to  be  of  practical  use,  or,  indeed,  not  to  be  possi- 
tively  harmful. 

When  we  consider  that  the  proposed  division  of  expenses  must  be  made  on, 
say,  some  coal  road  of  Southern  Illinois  which  hauls  an  occasional  passenger, 
by  the  same  rule  and  \\\)on  the  same  basis  which  is  applied  to  a  passenger  road 
connecting  New  York  and  Philadelphia  or  Philadelphia  and  Washington,  what 
ix>8sible  value  can  be  expected  in  results  so  obtained? 

If  it  were  possible  in  the  case  of  a  single  road  to  arrive  at  a  correct  rule  for 
apportionment  of  operating  expenses,  it  would  remain  doubtful  whether  the 
rule  thus  found  would  be  applicable  to  any  other  road  doing  business  in  the 
countr5%  and  certainly  it  could  never  be  applied  to  any  considerable  number  of 
other  roads. 

It  follows,  then,  that  uniform  mileage  rates  applied  to  different 
roads  are  necessarily  unjust  to  the  poorer  roads. 

Again,  a  uniform  rat«  over  the  entire  Union  is  unjustifiable  for 
another  reason.  It  would  sacrifice  the  longer  lines  to  the  shorter 
from  all  common  points.  There  are  in  every  part  of  the  country 
points  which  are  common  for  traveling  over  the  different  lines  to  a 
common  terminal.  Now.  rates  to  such  points  are  made  substantially 
the  same  by  the  different  railroads,  giving  the  traveler  his  choice 
of  route.  V^OT  instance,  from  Washington  to  San  Francisco  via  New 
Orleans  the  distance  is  3,623  miles.  The  regular  rate  is  $77,  whicli 
is  2.13  cents  per  mile.  From  Washington  to  San  Francisco  by  way  of 
Chicago  the  distance  is  3,188  miles.  Under  this  bill  the  short-route 
fare  would  be  $03.76.  To  meet  this  the  Southern  Pacific,  being  the 
longer  route,  would  be  compelled  to  adopt  the  $63.76  rate,  which 
would  give  it  only  IJ  cents  per  mile,  making  a  12^  per  cent  loss  on 
present  rates. 

Again,  from  Omaha  to  Los  Angeles  the  short  line  is  1,786  miles. 
Under  this  bill,  at  2  cents  per  mile,  the  rate  would  be  $35.72  from 
Omaha  to  Los  Ang;eles.  JBy  way  of  Ogden  the  line  would  be 
2,141  miles;  and  this  for  the  same  rate,  $35.72,  would  give  the 
Union  Pacific  road  only  1.0  c^nts  per  mile. 

From  Denver  to  Ogden  the  short  line  is  the  Union  Pacific,  600 
miles.  Under  this  bill,  at  2  cents  per  mile,  the  rate  would  be  $12. 
From  Denver  to  Ogden  the  line  by  way  of  the  Denver  and  Rio 
Grande  is  about  700  miles,  and  the  same  rate  of  $12  for  the  trip 
would  give  the  Denver  and  Rio  Grande  Railroad  Company  only 
1.7  cents  per  mile. 

As  showing  the  effect  of  the  proposed  2-cent  rate  upon  the  present 
local  rates  ot  the  Union  and  Southern  Pacific  systems,  I  insert  the 
following  tables : 
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Between  Omaha  and  Denver,  Ck)Io.: 
Present  rate 


Rate,  etc. 


Remarks. 


•1 


Union  Pacific  distance miles. . 

Rate  per  mile 

Mileage  rate  at  present 

Proposed  rate 

Kate  per  mile  for  Union  Pacific 

Between  Omaha  and  Ogden,  Utah: 

Present  rate 

Union  Pacific  distance miles. . 

Rate  per  mile 

Proposed  rate 

Mileage  rate  at  present 

Between  Omaha  and  Salt  Lake  City,  Utah: 

Present  rate 

Difitance,    Union    Pacific,    Orearon 

Short  Line miles. 

Rate  per  mile 

Proposed  mte 

Rate  per  mile,  Union  Pacific,  Oregon 

Short  Line 

Between  Kansas  City  and  Denver,  Ck)lo.: 

Presen  t  rate 

Union  Pacific  distance miles.. 

Rate  per  mile 

Mileage  rate 


Proposed  rate . 


Union  Pacific  distance miles. 

Rate  per  mile 

Between  Kansas  City  and  Ogden,  Utah: 

Presen  trate 

Union  Pacific  distance miles. 

Rate  per  mile 

Proposed  rate 


Union  Pacific  distance miles. . 

Rate  per  mile 

Between  Kansas  City  and  Salt  Lake  City, 
Utah: 

Present  rate 

Distance    Union    Pacific,    Oregon 

Short  Line miles.. 

Rate  per  mile 

Proposed  rate 

Distance    Union    Pacific,    Oregon 

Short  Line miles.. 

Rate  per  mile 

Between  San  Francisco  and  Ogden,  Utah: 
Present  rate 


Distance,   short  line  via   Benicia, 
miles 

Rate  per  mile 

Distance,     via    Stockton -Martinez, 
miles 

Rate  per  mile 

Distance,  via  Stockton-Niles. miles.. 

Rate  per  mile 

Scrip  Dook  net  rate  on  990  book 

Rate  per  mile- 
Short  Line 

Stockton-Martinez 

Stockton-Nlles 

i*roposed  rate 

Rate  per  mile- 
Short  Line 

Stockton-Martinez , 

Stockton-Niles 

Between  San  Francisco  and  Portland,  Oreg.: 
Present  rate,  first-class 

Distance  via  Davis miles. 

Rate  per  mile 

Distance  via  Roseville miles. 

Rate  per  mile 

Scrip  book,  net  rate  on  S90  book — 

Rate  per  mile  via  Davis 

Rate  per  mile  via  Roseville 


116.15  I  Basis,  3  cents  per  mile,  638  miles,  Burlington 

distance. 

569 

10.0283 

S13. 45 

$10.76 

W.0187 


930.00 

1,000 

90.08 

920.00 

925.00 

980.00 

1,037 
90.0289 
920.00 

90.0192 

916. 15 

640 

90.0252 

915.575 

910.76 


640 
90.0168 

930.00 

1,230 

90. 0243 

920.00 


1,230 
90.0162 


9S0.00 

1,287 
90.0237 
920.00 

1,267 
90.0157 

980.00  , 


786  ' 
90.0881  ; 

847.42 
90.0354  , 

835.9 
90.0358 

919.65 

90.025  ' 
90.0232 
90.0235 

915.72 

90.02 
90.0185 
90.0188 

920.00 
746.19 

90.0268 
771.97 

90.0259 
918.67 
90.025 

90.0241 


Basis,  2.5  cents  per  mile,  538  miles. 
Basis,  2  cents  per  mile,  538  miles. 


Basis,  3  cents  per  mile,  1,000  miles. 


Basis,  2  cents  per  mile.  1,000  miles. 
Basis,  2.5  cents  per  mile,  1.000  miles. 

Basis,  same  as  Ogden. 


Basis,  same  as  Omaha. 


Basis,  coupons  for  623  miles  detached,  at 
I  cents. 

Basis,  same  as  Omaha.  Two  cents  per  mile 
would  be  912.80,  but  the  necessity  for 
maintaining  parity  among  Missouri  River 
points  and  Colorado  common  points 
would  require  adoption  of  Omaha-Denver 
rate. 


Ba.si8,  same  as  Omaha. 


Basis,  same  as  Omaha.  Two  cents  per  mile 
would  make  924.60,  but  necessity  for 
maintaining  paritv  between  Missouri 
River  points  and  Utah  common  points 
would  require  adoption  Omaha  rate. 


Bash),  same  as  Omaha-Ogden. 


Basis,  same  as  Ogden. 


Basis,  4  cents  per  mile  east  of  Auburn,  Cal., 
and  3  cents  per  mile  west  thereof. 


Basis,  2.5  cents  per  mile,  786  miles. 


Do. 


Basis,  old  graded  rate. 


Basis,  2.5  cents  per  mile,  747  miles. 
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Rate,  etc. 


Remarks. 


Between  San  Francisco  and  Portland,  Oreg.— 
ContUiued. 

Proposed  rate 

Rate  per  mile  via  Davis 

Rate  per  mile  via  Roseville 

Between  San  Francisco  and  £1  Paso,  Tex.: 

Presen  t  rate 

Distance  via  Coast  Line miles. . 

Rate  per  mile 

Distance  via  Fresno- Lathrop. miles.. 

Rate  per  mile 

Distance  via  Fresno-Mendota.  miles. . 

Rate  per  mile 

Scrip  l>ook,  net  rate 

Kttte  per  mile,  Coast  Line 

Fresno- Lathrop 

Frewio-Mendota 

Proposed  rate 

Rate  per  mile.  Coast  Line 

Fresno- La  throp 

Fresno-Mendota 

Between  Los  Angeles  and  Ogden,  Utah: 

Present  rate    (Southern  Pacific  Co. ) 

Distanre— Short  Line  via  Stuckton- 

I/athrop miles . . 

Rate  per  mile 

Distance.    Benicia-8an     Francisco- 
Coast  Line miles. . 

Rate  per  mile 

Distiince,  Stock ton-NlIes  San  Jose, 
miles. 

Rate  per  mile 

Scrip-rMx>k  net  rate  on  S90  book 

Rate  per  mile: 

Stockton-Lath  rop 

San  Francisco-Coast  Line 

Stockton-Nile*. 

Proposed  rate 

Rate  per  mUe: 

Stockton-Lathrop 

San  Francisco-Coast  Line 

Stockton-Niles 

Between  Los  Angeles  and  El  Paso,  Tex.: 

Present  rate 

Distance miles. . 

Rate  per  mile 

Scrip-book  net  rate  on  $90  book 

Proposed  rate 

Between  Los  Angeles  and  Portland,  Oreg.: 
Rates  between  Los  Angeles  and  Portland 
are  to-day  made  the  sum  of  locals  Los 
Angeles  to  Stockton  and  Stockton  to 
Portland.  Stockton  to  Portland  is 
same  as  San  Francisco  to  Portland. 
The  effect  on  San  Francisco-Portland 
rate  is  shown  herein.  The  rate  be- 
tween Los  Angeles  and  Stockton  is 
not  inteiBtate;  therefore  the  exact 
effect  could  not  be  determined  until 
conditions  definitely  settled.  If  a 
mileage  ticket  good  upon  trains  and 
for  bearer  were  in  use  the  local  rate 
would  have  to  be  reduced,  as  any  one 
or  a  number  of  passengers  on  same 
train  could  use  same  book  and  single- 
trip  tickets  at  higher  rates  would  not 
be  bought  if  it  could  possibly  be 
avoided. 


$14.94 
«0.02  j 
90.0193  ' 

940.00 
1.290 
90.0031 
1,297.6 
^.0308 
1,300.3 
90.0307 

982.26 

90.025 
90.0248 
90.0248 

925.80 

90.02 

90.0199 

90.0198 

940.90 

1,140.95 
90.0868 

1.260.62 
90.0324 
1,247.62 

90.0319 
928.53  ; 

90.026  I 
90.0226 
90.0228  ! 

922.82  I 

90.02  I 

90.0181  I 

90.0182  \ 

930.00 

815.4 

90.0367 

920.40 

916.32 


Basis,  2  cents  per  mile.  747  miles. 
Basis,  old  graded  rate. 

Basis,  2. 5  cents  per  mile,  1,290  miles. 
Basis,  2  cents  per  mile,  1,290  miles. 

Basis,  ^7.66  to  Sacramento  plus  913.35. 


Basis.  2.6  cente  per  mile,  1,141  miles. 


Basis,  2  cents  per  mile,  1,141  miles. 


Basis,  old  graded  rate. 


Basis,  2.5  cents  per  mile,  816  miles. 
Basis,  2  cents  per  mile,  816  miles. 


Effect  of  the  proposed  bam  upon  through  fares. 

Through  fares  between  important  commercial  centers  in  the  West  are  adjusted  so 
as  to  maintain  a  parity  of  conditions,  so  far  as  transportation  is  concerned,  between 
points  that  are  about  eauidistant,  and  are  more  or  less  competitive  as  gateways  and 
distributing  points,  and  to  afford  the  widest  latitude  to  competing  routes. 

To  illustrate: 

Between  Missouri  River  common  points  (Omaha  to  Kansas  City,  inclusive)  and 
Colorado  common  points  ( Denver  to  Trinidad )  rates  are  the  same. 

Between  Missouri  River  common  points  and  Utah  common  points  (Ogden  and  Salt 
Lake  City)  rates  are  the  same. 
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Betweeen  Miasonri  Biver  oommon  points  and  California  common  points  (all  main- 
line points  in  California)  rates  are  the  same. 

Between  Texas  common  points  (Houston,  Fort  Worth  etc.,  which  are  considered 
as  about  on  a  meridian  with  Missouri  River  points)  and  California  conunon  points 
rates  are  the  same  as  between  Missouri  River  common  points  and  California  common 
points. 

Between  Missouri  River  common  points  and  North  Pacific  coast  common  points 
(Portland,  Tacoma,  Seattle,  Vancouver,  etc. )  rates  are  the  same,  and  also  same  as 
between  Missouri  ^ver  points  and  California. 

Between  St  Paul,  Minneapolis,  Duluth,  and  Superior  on  the  one  hand  and  North 
Pacific  coast  points  on  the  other  hand  rates  are  tne  same  and  the  same  as  between 
Missouri  River  points  and  north  coast  points  or  California. 

The  rates  between  Missouri  Riv«r  points,  8t  Paul,  Minneapolis,  Texas  points,  and 
the  western  territory  being  so  adjusted,  control  and  effect  the  same  parity  in  rates 
between  eastern  points  and  the  Pacific  coast  Colorado,  etc. 

An  absolute  mileage  basis  has  not  been  used,  but  the  rates  have  been  made  as 
low  as  deemed  proper  consistent  with  fair  remuneration  for  the  services  performed, 
the  necessities  of  the  business,  the  free  and  continued  movement  of  trafiic,  upbuilding 
of  the  country,  etc. 

If  rates  are  to  be  made  upon  a  mileage  basis  one  of  two  courses  will  have  to  be 
adopted: 

Tne  parity  of  conditions  will  be  disturbed,  which  means  that  different  rates  will 
to  a  greater  or  less  extent  prevail  from  points  heretofore  considered  as  common  to 
points  heretofore  considered  as  common,  certain  routes  that  have  been  open  to  the 
public  at  short'line  rates  will  be  closed  to  such  competition,  decreasing  facilities, 
and  localities  will  have  to  readjust  to  the  new  conditions;  or. 

The  parity  will  be  maintained,  which  means  that  the  lowest  mileage  between  one 
of  the  common  points  on  the  one  hand  and  one  of  the  common  points  on  the  other 
hand  will  be  the  rate  making  mileage,  resulting  in  the  2  cents  per  mile  only  over  that 
particular  mileage  and  yielding  much  less  per  mile  over  other  routes  and  between 
other  points  in  the  groups  of  common  points. 
To  iUugtrate  this,  the  following  distances  between  *'  common  "  points  are  given: 

Mile8. 
Omaha  to — 

Sacramento 1, 697 

San  Francisco 1,786 

Los  Angeles 1, 781 

Portland 1,799 

Tacoma 1,910 

Kansas  City  to— 

Sacramento '. 1, 927 

San  Francisco 2,016 

Los  Angeles 1,762 

San  Bernardino 1, 747 

Mojave 1,737 

Portland 2,030 

Minneapolis  to — 

Seattle 1,819 

Tteoma 1,861 

Portland.   1,917 

St  Paul  to— 

Seattle 1,829 

Tacoma 1,871 

Portland 1,927 

Houston  to — 

Los  Angeles 1, 647 

Colton 1,562 

San  Francisco 2,122 

Fort  Worth  to— 

Los  Angeles 1,428 

Colton 1,343 

San  Francisco 1, 903 

The  lowest  mileage  between  a  Missouri  River  gateway  and  California  commercial 
center  is  that  between  Omaha  and  Sacramento,  1,697  miles.  Rate  based  thereon  at 
2  cents  per  mile,  $33.94.  If  routes  through  southern  California  adopted  same  it 
would  force  same  rate  to  Los  Angeles. 

The  extent  to  which  lines  would  go  in  meeting  competition  could  only  be  deter- 
mined after  careful  examination  of  the  fares. 
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To  illustrate  the  effect  upon  earnings  per  mile  it  is  sufficient  to  consider  a  rate 
between  Kansas  City  and  Los  Angeles  made  on  1,762  miles,  as  applied  via  some 
routes  over  which  common  rate  to-day  applies. 


Kansas  City  to  Los  Angeles: 

Proposed  rate 

Distance miles. 


Rate  per  mile 

Distance miles. 

Rate  per  mile 

Distance mil^. 


Rate  per  mile 

Distance miles. 


Rate  per  mile 

Southern  Pacific  actual 

Distance miles. 


Rate  per  mile 

Southern  Pacific  actual 

Distance milra. 


Rate  per  mile 

Distance miles. 


Rate  per  mile , 

Southern  Pacific,  actual , 

Distance miles. , 


Rate  per  mile 

Southern  Pacific,  actual 

Distance miles. . 


Rate  per  mile , 

Note.— The  average  per  mile  divid- 
ing total  distance  into  total  rate  is 
given  above.  In  actual  divisions  of 
revenue  this  would  not  prevail,  as 
longer  lines  between  same  points 
would  have  to  accept  same  gross 
amount  as  shorter  lines.  Thus,  South- 
ern Pacific  west  of  Ogden  would  re- 
ceive same  amount  as  accrued  west  of 
Ogden  if  business  moved  via  South- 
em  Pacific,  L.  A.  &  S.  L.  Hence, 
Southern  Pacific  actual  returns  per 
mile  above  shown.  In  a  similar  man- 
ner the  longer  line  of  Missouri  Pacific, 
Denverand  Rio  Grande  would  receive 
east  of  Ogden  and  Salt  Lake  no  more 
than  received  via  Union  Pacific  Short 
Line.  Hence  the  actual  would  be  less 
than  above  shown. 

The  foregoing  demonstrates  the  re- 
sults that  would  follow  actual  appli- 
cation of  the  basis. 
Between  New  Orleans  and  Houston, 
Tex.: 

Present  rate 

Distance miles. . 

Ratfe  per  mile 

Mileage  rate,  present 

Proposed  rate 

Between  New  Orleans  and  San  An- 
tonio, Tex.: 

Present  rate 

Distance miles. . 

Rate  per  mile 

Mileage  rate,  present 

Proposed  rate 

Between  New  Orleans  and  El  Paso, 
Tex.: 

Present  rate 

Distance,  Mi&wuri,  Kansas 
and  Texas— Galveston, 
Harrisburg  and  San  Anto- 
nio  miles.. 

Rate  per  mile 

Mileage  rate,  present 

Proposed  rate 


Rate,  etc. 


$35.24 
1,762 

0.02 

1,807 

0  0196 

2,0i8 

0.0171 
2,371 

0.0148 
0.0125 
2,491 

0.0141 
O.OllS 
2,281 


Remarks. 


0.0154 
2,678 


to.  0131 

90.0125 

2,798 


90.0126 

90.0113 

2,257 

90.0156 


910.85 
362 
90.03 
99.05 
97.24 


917.16 
571 
90.03 
914.27 
9n.42 


933.15 


1,194 
90.0269 
929.02 
923.22 


Basis,  2  cents  per  mile,  1,762  miles. 
Via  Chicago.  Kock  Island  and  Pacific,  El  Paso; 
Southern  Pacific. 

Via  Atchison,  Topeka  and  Santa  Fe. 

Via  Union  Pacific,  Ogden;  San  Pedro,  Los  Ange- 
les and  Salt  Lake. 

Via  Union  Pacific,  Ogden;  Southern  Pacific  Val- 
ley Line. 

See  note. 

Via  Union  Pacific,  Ogden;  Southern  Pacific  via 
San  Francisco. 

See  note. 

Via  Missouri  Pacific,  Denver  and  Rio  Grande; 
Denver,  Denver  and  Rio  Grande  to  Salt  Lake 
City  and  San  Pedro,  Los  Angeles  and  Salt  Lake. 

See  note. 

Via  Missouri  Pacific.  Denver  and  Rio  Grande, 
Denver;  Denver  and  Rio  Grande  to  Salt  Lake 
City,  and  Southern  Pacific  Valley  Line. 

See  note. 

Via  Missouri  Pacific,  Denver  and  Rio  Grande, 
Denver;  Denver  and  Rio  Grande  to  Ogden, 
Southern  Pacific  via  San  Francisco. 


Via  Missouri.  Kansas  and  Texas,  San  Antonio, 
Southern  Pacific. 


Basis,  2.5  cents  per  mile,  362  miles. 
Basis,  2  cents  per  mile,  362  miles. 


Basis,  2.5  cents  per  mile,  571  miles. 
Basis,  2  cents  per  mile,  571  miles. 


Texas  and  Pacific  1,161  miles. 

Basis,  2.5  cents  per  mile,  1,161  miles. 
Basis,  2  cents  per  miles,  1,161  miles. 
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Mr:  Chairman,  as  to  the  eflFect  of  this  bill,  the  rate  proposed  is  low 
to  the  point  of  absolute  confiscation  on  all  the  western  and  southern 
railroads.  It  is  quite  safe  to  say  that  at  the  present  legal  rates, 
nowhere  on  these  lines  less  than  3  cents  per  mile,  there  is  not  a 
line  of  railroad  west  of  the  Mississippi  and  south  of  the  Potomac  but 
does  its  passenger  business  at  a  loss;  and  it  is  absolutely  safe  to  say 
that  there  is  not  one  whose  operating  expenses  would  be  anywhere 
nearly  met  by  a  rate  as  low  as  two  cents  a  mile.  The  proposed 
cut  from  existing  rates,  which  are  nowhere  less  than  3  cents  per  mile, 
is  33i  per  cent  of  the  passenger  rate;  and  there  is  not  a  road  in  that 
portion  of  the  Union  which  1  have  named  which  could  stand  this 
additional  cut  without  raising  its  freight  rates,  and  still  keep  out  of 
the  hands  of  a  receiver. 

You  have  before  you  the  testimon3^  of  the  managers  of  the  Atchi- 
son, the  Rock  Island,  the  Louisville  and  Nashville,  the  Denver  and 
Rio  Grande,  the  Seaboard  Air  Line,  the  Southern,  the  Pennsylvania, 
as  to  lines  west  of  Pittsburg,  and  several  other  roads,  all  to  that  effect; 
and  it  must  be  remembered  that  in  the  passenger  earnings  in  the 
tables  which  have  been  exhibited  here  are  always  carried  mail  and 
express  earnings,  aiding  thus  the  so-called  passenger  earnings  on  the 
different  roads.  It  should  always  be  kept  in  mincf,  too,  that  in  these 
tables  are  never  included  the  cost  of  or  interest  on  the  cost  of  pas- 
senger stations  and  terminals,  which  are  wholly  devoted  to  passenger 
traffic,  and  which  are  in  no  way  connected  with  freight  business;  nor 
is  there  ever  carried  into  these  tables  any  depreciation  of  passenger 
plants  nor  taxes  upon  the  passenger  plants. 

This  question  of  figuring  cost  on  the  railroads  is  a  very  difficult 
one.  While  many  items  in  the  long  list  of  expense  accounts  are 
clearly  passenger  expenses  or  clearl}'  freight,  there  is  a  very  large 
list,  constituting  the  major  portion  of  the  expenses,  which  can  only 
be  divided  as  between  passenger  and  freight  business  on  some  theo- 
retical basis.  But  there  is  no  settled  official  basis  for  division.  At 
one  time  the  Interstate  Commerce  Commission  attempted  to  make  a 
division  of  the  expenses  as  between  freight  and  passenger  business, 
and  the  published  reports  were  made  accordingly.  The  latest  such 
report  was  in  the  year  1893,  when,  of  the  total  operating  expenses 
and  fixed  charges  on  the  railroads,  it  was  found  that  31.78  per  cent  of 
the  expenses  of  the  roads  in  this  part  of  the  country  were  chargeable 
to  passenger  business.  Using  this  basis  of  dividing  expenses  we  find 
the  cost  for  transporting  passengers  per  train-mile  to  be  as  follows  on 
the  various  groups  of  railroads  before  referred  to,  and  on  several  rail- 
roads where  I  have  figured  it;  for  convenience  I  repeat  opposite  the 
cost  the  average  income  per  train-mile  as  previously  shown,  to  wit: 


Gronpl 

Group  2 

Groups 

Group  6 

Chicago  and  Northwestern  Railway 

Chicago  Milwaukee  and  St.  Paul  Railway. 
Chicago  Burlington  and  Quincy  Railroad . 


B  P  F — 07 15 


Cost  per 

Revenue 

per 
train  mile. 

train  mile. 

10.90 

$1.14 

1.26 

.97 

1.23 

87 

1.14 

.88 

1.00 

.83 

1.17 

.91 

1.03 

.90 

226  RAILROAD   PASSENGER   FARES   AND   MILEAGE   TICKETS. 

I  do  not  claim  that  these  figures  absohitely  represent  the  cost,  but 
the}^  do  represent  the  cost  figured  on  the  only  official  basis  1  have  been 
able  to  lina,  which  was  that  used  by  the  Interstate  Commerce  Com- 
mission in  1898,  their  last  report  on  that  subject,  and  it  will  be  seen 
that  on  the  railroads  in  every  group,  except  on  the  New  England  rail- 
roads, the  cost  of  doing  passenger  business  exceeds  the  income  per 
train-mile.  Various  accountants,  using  varied  methods  of  figuring 
expenses,  come  at  a  somewhat  different  result,  but  without  exception 
they  all  arrive  at  the  one  definite  conclusion  that  the  passenger  business 
on  the  railroads  in  the  middle  West,  the  territory  between  Chicago 
and  the  Rocky  Mountains,  is  done  at  a  loss.  There  is  nothing  strange 
about  this  when  it  is  remembered  that,  unlike  New  England,  where 
the  passenger  business  on  many  of  the  railroads  is  the  major  and  most 
important  part  of  the  traffic,  the  passenger  business  on  the  western 
railroads  is  a  small  part  of  the  total  business  of  the  company,  and  is, 
to  some  extent,  an  incident  of  being  in  business  at  all.  This  question 
of  loss  on  the  western  railroads  is  not  so  serious  nowadajs  as  it  used 
to  be  years  ago,  when  the  railroad  was  built  into  new  regions  and 
passenger  trains  were  run  before  there  was  any  business  to  move — and 
this  was  done  for  the  purpose  of  developing  the  country*  But  to  some 
extent  that  method  of  conducting  railroad  business  is  still  in  vogue  in 
the  Went  and  the  passenger  trains  are  in  many  cases  rnn  without  profit, 
and  in  some  cases  at  a  direct  loss  for  operating  expenses  alone,  for  the 
sole  purpose  of  furnishing  the  people  with  a  reasonable  communication 
with  the  outside  world,  and  with  reasonable  mail  and  express  facilities, 
and  to  furnish  the  intending  land  seeker  and  prospective  business  man 
a  reasonable  opportunity  to  look  the  country  over.  By  way  of  illus- 
trating this  fact,  just  note  the  following  earnings  per  train-mile  on 
certain  Burlington  branch  passenger  trains,  to  wit: 

Chicago,  BnrUnglon  and  (^incy  Raihvay  passenger  train  e^imings,  gear  1903. 

Per  mile. 

Keokuk  and  Red  Oak  ( Kc^okuk  and  Weptem  division ) |0. 68 

Beti  Oak  and  Nebraska  City 44j 

Van  Wert  and  Des  Moines 69 

Burlington  and  Oskaloosa 32 

Creston  and  St.  Joseph: 

One  train 70 

The  other  train 77 J 

Villisca  and  Clarinda 23} 

Viliisca  and  St.  Joseph 8S 

Averages  on  some  of  the  ChicagOy  Rock  Island  and  Pacific  Hailwny  trains  in  Iowa  for 

190S. 

Per  mile. 

Indianola  and  Winterset |0.  73 

Guthrie  Center  branch 41 

Griswold  branch .59 

Carson  branch '.       .40 

Sibley  branch 34 

Keosauqua  branch 29 

Clinton  and  Davenport  branch 38 

Montezuma  branch 64 

Sioux  Falls  branch 39 

I  will  also  insert  here  official  tables  of  the  Pennsylvania  Kailroad  of 
its  passenger  business  for  1904  on  its  lines  west  of  Pittsburg,  show- 
ing 32  lines  of  road  independently  operated,  and  on  those  an  absolute 


RAILROAD    PASSENGER    FARES    AND    MILEAGE    TICKETS. 


227 


lar^e  loss  on  '20  of  these  32  lines  in  their  passenger  business;  a  very 
small  profit  only  on  12  lines,  and  this  directly  attributable  to  the  large 
mail  and  express  business  on  these  12  lines:' 

PENNSYLVANIA   LINES  WEST  OF  PITTSBURG. 

Average  pansenger  earnings,  expenses,  and  net  earnings  per  mile,  year  ending  December 

SI,  1904. 


Earnings.  Expensea    Net. 


PitUbnrg,  Fort  Wayne  and  Chicago  Railway 

Mat«illon  and  Cleveland  Railroad 

New  Crtiitl*?  and  Beaver  Valley  Railroad 

Pittsburg.  Youngstown  and  Ashtabula  Railroad 

Brie  and  PIttsbun?  Railroad , 

New  Ca-«tle  Branch,  Western  New  York  and  Pennsylvania  Railway. 

Cleveland  and  Pittoburg  RaUroad 

Pittsburgb,  Ohio  Valley  and  Cincinnati  Railroad 

Toledo.  Walbonding  Valley  and  Ohio  Railroad 

South  Chiciigoand  Southern  Railroad 

Cleveland  and  Marietta  Railway 

All  linsH  operated  directly  by  the  Pennsylvania  Company 


Per  passenger  per  mile. 


.1 


CenU.    , 
1.98  { 
0.91  ' 
2.64 
2.37  ' 
2.31  I 
2.67 
2.08 
2.75  I 
1.68  I 
1.22  : 
2.33  ' 
2.01 


Cents.    , 

Cents. 

2.06 

«0.(» 

0.38  < 

0.68 

1.32 

1.82 

3.35 

aO.98 

2.62 

aO.31 

2.60 

aO.08 

2  13 

00.06 

7.82 

a  6. 07 

2.16 

«0.48 

3.32 

a  2. 10 

2.25 

0.06 

2.13 

a  0.12 

Pittsburgh,  Cincinnati,  Chicago  and  St.  Louia  Railway 

Little  Miami  Railroad 

Cbartiera  Railway 

Pittsburgh.  Wheeling  and  Kentucky  Railroad 

Indianapolis  and  Vinccnnes  Railroad , 

All  other  lines  operated  directly  by  the  Pittsburg,  Cincinnati,  Chi-  i 
cugo  and  St.  Louis  Railway  Company 

Grand  Rapidi?  and  Indiana  Railway ! 

Ifaskegun,  Grand  Rapids  and  Indiana  Railroad 

Traverse  City  Railroad i 

Cincinnati,  Richmond  and  Fort  Wayne  Railroad 

Cincinnati  and  Mn}<kingnm  Valley  Railroad 

Waynesbunf  and  Wa.Mhington  Railroad 

Pittfiuurgh.  Chartiers  and  Youghlogheny  Railway 

Cleveland,  Akron  and  Columbus  Railway 

Cincinnatf ,  Lebanon  and  Northern  Railway 

Toledo,  Peoria  and  Western  Railway 

Central  Indiana  Railway 

Terre  Haute  and  Indianapolis  Railn)ad 

St.  Louis.  Vandalla  and  Terre  Haute  Railroad 

Terre  Haute  and  Logan!^)rt  Railway 

Logansport  and  Toledo  Railway 

Terre  Haute  and  Peoria  Railroad 

All  lines  operate<l  under  their  own  organizations 


1.96  , 
1.76 
1.99  I 
2.41 
2.34 

1.96 


L94 
2.01 
L46 
2.06  I 
2.06  I 

1.94 


0.02 
a  0.25 
0.54 
0.86 
0.28 

0.01 


2.07 
1.33 
2.36 
2.41 
2.17 
2.78 
2.26 
1.72 
L21 
2.44 
2.68 
1.68 
1.83 
2.00 
2.14 
2.40 
1.94 


1.80  I 
1.43 
2.88 
2.46 
2.62 
2.69 
3,90 
1. 76 

2.81  I 
2.26 
6.00  I 
L37 
1.29 
2.19 
2.96 
3.78 
1.77 


0.27 
a  0.10 
a  0.62 
a  0.05 
aO.46 

0.19 
al.64 
a  0.04 
al.60 

0.18 
a3.32 

0.31 

0.54 
a  0.19 
O0.82 
aLS8 

0.17 


aLo$ss. 


30  roads  show  net  loss  per  pa-^senger  per  mile. 
12  roads  show  net  earnings  per  pa.ssenger  per  mile. 

Note. — The  reason  that  in  some  cases  a  loss  is  shown  per  pas.«»enger  mile  and  a  profit  i)er  passenger 
train  mile  is  because  the  earnings  per  passenger  train  mile  include  mail  and  express. 

These  examples  of  conditions  are  given  to  show  that  where  condi- 
tions are  ver}-  favorable  the  passenger  business  of  the  railroads  of  the 
Union,  at  the  present  rates,  is  done  at  a  loss.  It  is,  therefore,  per- 
fectly apparent  why,  upon  all  the  western  and  southern  roads,  no 
profit,  but  still  greater  losses  occur  which  are  made  good  out  of  the 
freight  earnings,  or  by  bond  issues  to  meet  floating  debt. 

The  reasons  nave  been  fully  shown.  In  all  these  ill-favored  sections 
of  the  Union  there  is  the  lack  of  density  of  population,  and  of  course 
the  density  of  traflSc  necessary'  to  make  even  a  paying  condition  in 
passenger  rates.  In  these  sections  of  the  Union  there  are  compara- 
tively few  passengers,  and  small,  light  trains,  which  are  never  utuized 
to  their  average  capacity,  except  in  an  occasional  emergency.  Every 
transportation  authority  recognizes  this  principle — that  cheap  pas- 
senger fares  must  be  preceded  by  an  actual  density  of  traveling  popu- 
lation.    The  standard  of  high  speed,  additional  trains,  more  modern 
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and  expensive  equipment,  special  accommodations,  as  for  excursions 
and  party  rates,  ana  so  forth,  must  bo  provided  to  meet  the  public 
demand;  and  all  these  conspire,  as  to  all  roads  id  the  West  and  South, 
to  the  public  service  at  an  actual  loss  on  passenger  business  at  the 
existing  regular  rates,  which,  as  I  have  shown,  are  never  less  than  3 
cents  per  mile. 

Let  another  thing  be  remembered  here.  In  these  recent  years 
everything,  practically  purchased  by  the  public,  has  largely  increased 
in  value  and  cost.  So  much  so,  that  wages  and  salaries  to  employees 
and  officials  have  been  correspondingly  increased  to  meet  the  situation 
as  to  prices  of  commodities  and  expense  of  living. 

In  railroad  operating,  the  same  condition  exists.  Everything  the 
railroad  company  requires,  has  largely  increased  in  cost.  Better 
facilities  of  travel,  better  equipment  of  trains,  better  speed  and  more 
frequent  trains  are  demanded  by  the  public,  and  invariabl}^  supplied 
by  the  roads,  and  without  any  corresponaing  increase  of  rates. 

Now  come  these  bills,  and  by  them  it  is  seriously  proposed,  not  to 
meet  the  increased  expenses  of  train  operations  because  of  better 
facilities,  but  to  reduce  the  rates  of  an  already  losing,  unprofitable 
business,  by  at  least  38i  per  cent.  Except  in  Ohio,  the  legal  mte  is 
nowhere  less  than  3  cents  per  mile:  as  shown,  that  does  not  pay  oper- 
ating expenses  on  western  and  southern  roads.  A  cut  to  2  cents,  as 
proposed,  reduces  the  income  33^  per  cent  upon  a  buisness  already 
unprofitable.     The  injustice  of  this  proposal  is  apparent. 

How  then,  as  a  practical  question  before  this  committee,  must  rates 
for  passenger  fare  be  made  for  all  the  different  roads  and  systems  of 
roads  in  the  Unions  It  has  been  clearly  demonstrated  to  this  com- 
mittee, and  not  disputed  by  a  single  voice,  that  in  different  parts  of 
the  country  all  the  conditions  upon  which  proper-rate  making  can  be 
based  are  so  varying,  so  different,  that  no  rate  ''per  mile"  based  upon 
the.^e  conditions  of  any  line  East,  can  be  properly  applied  to  any  line 
West. 

These  conditions  are  not  in  any  way  similar,  even  in  one  element, 
when  applied  to  two  different  lines,  much  less  substantially  identical, 
as  the  law  requires,  before  a  blanket  uniform  rate  can  be  applied  to 
all,  as  is  proposed  by  these  bills.  Therefore  statistics  as  to  each  road 
must  be  gatnered  and  treated  separate!}'  by  the  rate-making  power, 
unless  it  shall  appear  that,  as  to  some  roads,  conditions  as  a  whole  are 
so  similar  that  they  may  be  grouped,  and  then  as  to  rates  may  be  treated 
alike.  But  this  requires  careful  examination  of  all  the  facts  as  to 
each  road.  It  can  never  be  done  on  the  basis  of  '^per  mile'"  or  ^*per 
passenger,"  nor  will  any  division  of  freight  or  passenger  expenses 
yield  results  near  enough  to  be  of  any  practical  use  to  the  rate-making 
power.  The  Interstate  Commerce  Commission  abandoned  that  idea 
in  1892  and  they  have  never  revived  it.  Congress  can  never  under- 
take to  examine  and  determine  conditions  as  to  all  elements  of  just 
rates  on  the  different  lines  of  road  in  the  Union.  It  can  only  act  by 
committees  in  that  regard.  This  committee  would  be  the  appropriate 
one.  Every  member  of  this  committee  would  testify,  if  asked,  that 
he  could  not  if  he  would,  with  his  other  duties  pressing,  in  a  whole 
session  work  out  the  single  case  of  Sn^ythe  v.  Ames,  which  involved 
only  the  relations  of  the  Union  Pacific  and  three  small  roads  to  the 
people  of  Nebraska  alone. 
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'  The  impossibility  of  dealing  with  the  whole  field  of  the  diflFerent 
roads  in  the  Union  as  a  whole  by  Congress  is  well  illustrated  by  the 
parliamentary  history  of  these  bills  now  before  the  committee.  Will 
the  gentleman  from  Ohio.  [Mr.  Kennedy]  pardon  a  personal  reference 
to  his  bill,  H.  R.  22133?  It  proposes  a  general  blanket  passenger  rate 
of  2  cents  per  mile,  tickets  to  be  good  upon  the  trains  of  any  railway 
in  the  United  States,  and  so  forth. 

Now,  Ohio  has  such  a  rule  as  to  State  traffic,  and  undoubtedly  such 
condition  in  his  own  State  was  the  inspiration  of  his  bill  here.  Equally, 
surely,  this  bill  was  the  expression  of  the  best  judgment  of  the  gentle- 
man from  Ohio, when  it  was  introduced,  as  the  best  method  of  dealing 
with  this  great  subject  bv  Congress.  But  since  the  discussion  here 
has  progressed,  the  gentleman  from  Ohio  has,  with  commendable 
frankness,  openly  announced  that  the  principle  of  his  bill,  a  general 
blanket  rate,  has  been  abandoned  by  him,  ana  that  he  proposes  to  pre- 
sent the  proposition  of  a  classification  of  the  different  rates,  based 
upon  gross  receipts,  and  a  graduated  scale  of  rates  based  thereon.  I 
may  saj-  here  that  that  plan  can  never  be  properly  adopted,  for  rea- 
sons easily  given,  if  the  subject  were  being  discussed. 

This  shows  the  inherent  difficulty  in  dealing  with  the  question  of 
an}"  arbitrary  fixing  of  uniform  passenger  rates  applying  to  all  roads, 
and  especially  by  Congress.  I  undertake  to  say  tnat  not  a  member  of 
this  committee  could  or  would  attempt  to  go  to  the  bottom  of  the  nec- 
essary investigation,  even  if  he  could  settle  upon  some  plan  which  he 
regarded  as  legal.  Therefore,  if  any  change  in  rate  is  to  come,  who 
shall  determine  that  change?  Congress  can  not  perform  this  work. 
The  field  is  too  broad,  the  labor  too  unwieldy,  and  the  details  too  vast. 
Nor  ought  Congress  to  attempt  it.  Conditions  in  the  country  are  con- 
stantly changing.  Sessions  of  Congress  are  held  only  once  in  two 
years.  These  changing  conditions  as  to  some  roads  might  require  a 
change  in  rates  as  well  as  the  curing  of  defects  in  the  legislation  would 
require  it. 

This  recalls  the  colloquy  between  you,  Mr.  Chairman,  and  Mr.  Ryan, 
of  the  Seaboard  Air  Line,  at  a  former  meeting.  ,  You  put  him*  this 
querv: 

*'Have  you  any  plan  to  suggest?"  And  you  said:  ''Your  idea  is 
that  of  the  graded  school,  that  regulates  the  progress  of  every  scholar 
by  the  stupidity  and  incapacity  of  the  inferior -scholar  in  the  class.*' 

You  followed  that  with  this  statement: 

The  Chairman.  Let  me  ia  this  connection,  or  in  connection  with  the  query  that  I 
put  to  you,  remind  you  that  all  gentlemen  who  have  appeared  before  this  committee 
when  we  have  been  discussing  rate  legislation,  have  urged  that  the  Interstate  Com- 
merce Commission  be  not  given  the  initiative  in  the  establishment  of  rates.  All 
the  corporations  have  objected  to  that,  and  nothing  of  that  kind  has  l>een  done. 
But  when  we  then  attempt  legislation  that  mumt  be  uniform  in  its  character  you 
inveigh  against  that  because  of  its  inequalities  of  operation.  Now,  the  Congress 
must  either  act  in  this  matter  of  establishing  a  rate  that  would  be  uniform,  or  the 
Interstate  Commerce  Commission  or  some  other  tribunal  must  be  given  the  power 
so  that  they  can  differentiate  between  the  different  roads,  the  strong  and  the  weak, 
unless  you  gentlemen  can  help  us  to  some  solution  of  the  matter.  You  are  the  men 
who,  above  all  others,  are  familiar  with  the  subject,  and  should  know,  if  anybody 
knows,  what  can  be  done,  so  that  justice  can  be  done  to  the  weak  line  as  well  as  to 
the  strong  line.  But  you  content  yourselves  invariably  with  inveighing  against 
whatever  is  proposed,  and  up  to  this  time,  so  far  as  I  have  been  a  member  of  the 
committee,  and,  so  far  as  I  can  recell,  no  one  of  you  has  ever  made  a  suggestion  in 
the  way  of  a  solution  of  the  difficulty.    Now  I  think  that  is  scarcely  fair. 
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Your  allusion  to  the  graded  school  was  not  happy.  The  roads 
opposing  these  bills  are  not  urging  any  handicapping  of  the  ''brighter, 
better"  roads.  They  are  protesting  against  the  applying  to  them,  in 
their  inferior  condition,  tne  same  rules  and  regulations  given  their 
more  prosperous  fellows  in  the  East. 

They  ask  you  not  to  put  upon  them,  the  "inferior  scholars"  in  the 
class,  the  same  tasks  which  you,  as  master  of  the  school,  put  upon  the 
brighter,  superior  fellows;  tasks  which  they  can  perform,  but  which 
we  inferior  fellows  can  not.  By  these  bills  you  determine  what  the 
bright  fellows  can  do,  and  then  demand  that  we  do  the  same,  when 
you  will  admit  we  can  not. 

But  let  me  attempt  to  answer  your  real  query,  "What  is  the  solu- 
tion of  this  matter?"  But  for  your  modesty,  Mr.  Chairman,  you 
might  have  answered  your  own  question  by  saying,  the  "railroad  rate 
bill  of  June  29,  1906,  bearing  your  name,  is  the  solution  of  the  whole 
matter  and  an  ample  one." 

By  general  law,  the  carrier  may  fix  his  own  rates  in  the  first 
instance — these  must  be  reasonable;  when  schedules  are  made,  filed, 
and  posted,  they  are  presumed  to  be  reasonable  until  complained  of. 

Under  sections  9  and  15  of  the  act  full  power  is  given  to  determine 
and  fix  a  reasonable  rate,  if  the  publishea  rate  is  found  unreasonable. 
The  act  is  complete  and  a  full  protection  to  the  public.  The  whole 
matter  should  be  left  just  where  it  is — so  far  as  general  legislation 
goes — with  the  Interstate  Commerce  Commission.  There  is  no 
demand  from  a  Federal  standpoint  for  any  change  in  existing  rates. 

I  ask  where  have  the  roads  generall}^  failed  to  respond  to  any  public 
demand  for  additional  facilities  for  travel  or  more  reasonable  rates  ^ 
Who  is  complaining  here,  so  far  as  known?  To  this  date  not  a  voice 
is  heard  nor  a  letter  read  asking  for  this  legislation. 

Existing  law  fully  protects  the  people.  Every  road  has  tiled  its 
schedules.  When  approved  they  have  the  force  of  law  until  modified. 
If  the  rates  in  any  case  are  unreasonable  the  wrong  is  never  against 
the  individual  citizen  but  a  community. 

A  alone  is  not  injured,  but  B,  C,  and  all  in  that  community  who 
travel.  In  such  case  complaint  is  at  once  made  and  investigation  had 
by  a  body  specially  adapted  to  that  end. 

1  have  said  there  was  no  demand  for  this  legislation;  there  is  no 
need  for  it.  I  am  told  there  its  not  now  a  single  case  before  the  Inter- 
state Commerce  Commission  for  alleged  unreasonable  charges  in  pas- 
senger rates.  I  am  also  told  that  there  has  never  been  a  case  decided 
by  the  Commission  sustaining  the  claim  of  unreasonable  passenger 
rates.  Never  one  decided,  moreover,  requiring  less  than  three  cents 
per  mile. 

In  dealing  with  the  regulation  of  both  passenger  and  freight  charges. 
Congress  passed  the  recent  rate  bill,  placing  the  full  power  of  regula- 
tion in  the  hands  of  the  Commission.  Seventeen  States  in  the  Union 
have  done  tlie  same  thing,  recognizing  the  propriety,  indeed,  the  neces- 
sity, of  such  a  body  to  treat  this  question.  The  same  difiicu  I  ties  arise 
in  passenger  as  in  freight  transportation,  and  whatever  course  is  best  as 
to  forum  as  to  one  is  best  as  to  the  other.  Congress  wisely  confided 
the  whole  subject  to  the  Commission,  but  by  this  legislation  proposes 
to  take  from  the  Commission  the  power  to  consider  individual  cases 
and  settle  by  one  swoop  the  whole  question  of  passenger  rates  with- 
out hearing,  and  without  redress  except  in  the  courts. 
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The  people  are  content  with  commission  regulation.  (State  Rail- 
road Commission,  103;  same  in  California,  Michi^n,  and  Minnesota.) 
Where  Commission  regulation  has  been  adopted  in  States,  no  proposal 
has  been  made  to  change  it  to  legislative  action.  The  Supreme  Court 
says  that  is  proper  tribunal.     (Smythe  i\  Ames,  169  U.  S.,  527.) 

The  people  are  safe  in  the  hands  of  such  a  tribunal — one  created  by 
Congress,  composed  of  men  of  character,  ability,  and  fitness  for  the 
responsible  positions  they  occupy. 

In  no  case,  up  to  this  date,  have  the  Commission  failed  to  act  up  to 
the  highest  standard  of  duty  as  to  protection  to  the  people. 

The  railroad  s3\stems  of  transportation  have  so  grown  in  this  gen- 
eration that  they  have  become  the  most  important  and  valuable  factor 
in  the  field  of  human  endeavor.  The  world's  entire  stock  of  money 
of  ever^^  kind — gold,  silver  and  paper — would  not  purchase  one-third 
of  its  railroads  and  equipments.  The  railroad  system  of  this  country 
as  a  whole,  is  the  grandest  construction  of  physical  properties  in  the 
world.  With  all  its  varied  conditions,  under  the  guiding  hands  of 
men  of  genius,  working  for  harmonious  relations,  through  and  with 
the  different  roads,  a  result  is  had  alread3\  Smooth  in  operation, 
excellent  and  satisfactory  in  results,  giving  the  best  and  cheapest 
passenger  service  in  the  world.  Some  minor  defects  undoubtedly 
exist,  but  existing  law  furnishes  ample,  speedy,  and  full  means  of 
correction. 

But  these  bills  suddenly  thrust  discord  and  confusion  into  the  whole 
system  now  so  well  in  hand.  Existing  law,  the  present  Commission, 
with  it:s  full  powers,  is  the  result  of  the  best  efforts  of  the  distinguished 
men  in  Congress,  who  acted  in  perfecting  the  existing  rate  bill.  I 
submit  that  it  is  the  part  of  wisdom  to  give  the  law  a  fair  trial,  making 
haste  slowly  as  to  radical  changes  in  principle.  Conservative  action 
now  is  demanded  by  the  important  interests  involved.  The  goal  of 
success  was  reached  in  the  matter  of  railroad  rate  regulation  in  the  late 
legislation.  Let  us  give  it  a  fair  trial  as  to  practical  operation  before 
considering  even  such  radical  legislation  as  tnis. 

These  bills  are  against  reason,  principle,  and  authority,  and,  1  sub- 
mit, respectfully,  but  earnestly,  ought  to  be  reject-ed  by  the  committee. 
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HEARING  BEFORE  THE  SUBCOMMITTEE  ON  AIDS  TO 
NAVIGATION  OF  THE  COMMinEE  ON  INTERSTATE 
AND  FOREIGN  COMMERCE. 


HovsK  or  Representatives,  Wednesday^  January  16^  1907. 
The  subcommittee  met  at  4  o'clock  p.  m.,  Hon.  James  R.  Mami 
(chairman)  in  the  chair. 

STATEMENT  OF  MB.  H.  COULBY,  OF  CLEVELAND,  OHIO,  FBESI- 
DENT  OF  THE  FITTSBITBG  STEAMSHIF  COMFAKY  AND  A  MEM- 
BEB  OF  THE  LAKE  CABBIEBS'  ASSOCIATION. 

The  Chairman.  Just  tell  us  what  you  want. 

Mr.  Coi'LBY.  We  want  a  li^ht-house  of  the  second  order  and  a  fog 
signal  located  on  the  north  shore  of  Lake  Superior  in  the  vicinity 
of  Split  Rock.  There  is  no  light  on  the  north  shore  of  Lake  Supe- 
rior l)etw^een  (irand  Marie  and  Two  Harbors. 

All  tlie  ships  going  up  to  the  head  of  Lake  Superior  have  to  make 
the  north  shore  as  a  landfall,  and  have  had  to  do  so  during  these 
past  two  years. 

The  Chairman.  Between  what  points,  did  you  say  ^ 

Mr.  GouLDER.  Between  (Jrand  Marie  and  Two  Harbors.  It  is 
about  20  miles  east. 

Mr.  CoiLBY.  During  the  past  two  years  there  have  l)een  accidents 
along  this  shore  aggregating  a  loss  of  nearly  $2,000,000  in  vessel 
property.  The  total  losses  in  1905 — in  the  fall  of  1905 — were  very 
heavy.  The  steamer  Lafayette  and  the  barge  Madeira  and  the 
steamer  Speiwev  and  her  consort  the  Pennhujton  and  the  steamer 
Kdenhoru  and  the  barge  Manila  went  ashore  in  the  vicinity  of  Split 
Rock,  costing  a  great  deal  of  money  to  repair  them. 

This  is  required  cm  account  of  the  magnetic  attraction  there,  by 
reason  of  which  mariners  can  place  no  reliance  upon  their  compasses, 
and  the  captains  of  the  ships,  through  their  managers  and  their  asso- 
ciations, place  this  as  of  paramount  importance,  that  a  light-house 
should  l)e  installed  at  that  point. 

Mr.  Ryan.  What  is  the  name  of  that  point  i 

Mr.  CouLBY.  Split  Rock. 

The  Chairman.  How  far  is  that  from  Beaver  Bay? 

Mr.  Cori-BY.  Beaver  Bay  is  nearly  half  way  up  from  Two  Har- 
l)ors  to  Grand  Marie.     It  must  be  4  or  5  miles. 

The  CiiAiR^rAN.  We  have  a  light-house  reservation  on  Beaver  Bay. 
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Mr.  CoiTLBY.  It  is  7  or  8  miles. 

The  Chairman.  Which  way? 

Mr.  CouLBY.  North. 

The  Chairman.  WTiat  vessels  go  up  that  way,  and  why  ? 

Mr.  CouLBY.  All  ships  going  to  Two  Harbors,  Duluth,  or  Supe- 
rior, have  to  go  up  that  way.  They  make  their  course  right  here 
[indicating  on  chart],  and  they  have  got  to  make  the  north  shore,  and 
they  come  by  these  islands  [indicating  on  chart],  and  in  thick 
weather  they  have  got  to  pick  up  the  north  shore,  because  they  can 
not  rely  on  the  compass,  and  they  have  to  pick  \ip  the  north  shfot^ 
and  follow  it  into  Duluth  or  Superior,  coming  up  to  Duluth  find  Two 
ttatbors. 

The  Chairman.  How  is  it  about  vessels  going  away  from  Duluth 
and  Two  Harbors? 

Mr.  CouLBY.  Of  course  they  leave  the  north  shore  here  [indicating 
on  chart],  and  they  can  follow  it  down.  It  is  in  making  the  north 
shore  that  the  diflSculty  cwnes  in. 

The  Chairman.  You  mean  vessels  from  the  east? 

Mr.  CouLBY.  Yes. 

The  Chairman.  P'or  Duluth? 

Mr.  CoutAV.  Y'^. 

Tfee  OftAmMAN.  We  provide  a  light-house  for  Rock  of  Ages. 
Now,  what  vessels  go  there? 

Mr.  CouLBY.  Those  are  the  vessels  going  to  Port  Arthur  and  Port 
William  from  Duluth  or  Superior,  or  vice  versa,  and  in  very  heavy 
weather  the  vessels  go  from  there  and  make  the  north  shore — ^under 
the  lee  of  the  north  shore 

The  Chairman.  Going  to  Duluth  and  Two  Harbors? 

Mr.  CouLBY.  Yes. 

The  Chairman.  It  was  represented  to  us  that  ships  had  to  go 
around  that  way  a  considerable  portion  of  the  time.  Is  that  the 
case  [indicating  on  chart]  ? 

Mr.  Coi'LBY.  The  north  shore  is  only  used  by  the  ships  that  are 
keeping  the  shelter  of  the  north  shore. 

The  Chairman.  What  advantage  will  that  light-house  on  the  Rock 
of  Ages  be  to  a  vessel  going  to  Port  Arthur  ? 

Mr.  CouLBY.  It  is  no  am^antage  to  a  vessel  going  to  Port  Arthur, 
unless  she  is  coming  from  the  upper  e^jd  of  the  lake. 

The  Chairman.  She  does  not  go  by  Rock  of  Ages  to  get  to  the 
upper  end  of  the  lake,  does  she? 

Mr.  CouLBY.  Yes  [indicating  course  on  chart]. 

The  Chairman.  Do  any  vessels  go  that  way? 

Mr.  CouLBY.  Yes.  A  good  manv  coast  traders  go  along  that  way, 
and  the  large  ships  in  the  fall  or  the  year,  in  heavy  weather,  use 
that  [indicating  on  chart].  They  follow  this  north  sliore  down  and 
square  right  away  here  [indicating]. 

Mr.  Goulder.  There  is  an  immense  grain  shipment  from  Port 
Arthur,  and  in  the  fall  by  our  ships  that  go  from  Duluth  there  after 
having  taken  coal  to  Duluth. 

Mr.  CouLBY.  What  we  particularly  need  this  for  is  the  heavj' 
w'eather  in  the  spring  and  fall  of  the  year,  and  this  will  be  some- 
thing as  a  guide  to  them,  so  that  in  making  the  north  shore  they  can 
know  where  they  are  and  square  away. 
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The  CnAiR3HAN.  Tlxe  light-house  a,t  Grand  J4arie  was  put  there 
bec4^u;se  it  was  claiiyied  that  that  was  the  piace  you  made  the  north 
shore. 

Mi\  CoLLftY.  I  never  knew  sk  man  to  go  over  and  make  the  north 
shoire  unless  he  was  .  That  is  of  no  value  for  the  g?reat  trade  from 
Duluth,  Two  Harbors,  and  Superior  or  the  lake  harbors  coming 
through  the  Soo. 

The  Chairman.  This  used  to  be  the  course  there  ? 

ilr.  CouLBY.  Never. 

Mr.  Mann.  Does  the  course  run  southerly  or  straight  west  after 
you  pass  the  middle  of  the  lake  ? 

Mr.  CouLBY.  Here  is  the  Soo.  The  coui*se  comes  around  North 
Point,  and  then  they  steer  across  to  the  islands,  and  then  come  across 
and  make  the  north  shore  to  square  away  there. 

The  CiiAiR3iAN.  If  they  missed  the^se  islands  tliey  will  come  south 
even  of  Beaver  Bay,  apparently. 

Mr.  CouLBY.  No ;  they  go  west  of  Beaver  Bay.  You  see,  they  try 
to  get  across  here  so  as  to  just  clear  the  islands,  and  then  fetch  the 
north  shore. 

The  Chairman.  The  way  you  put  it  on  the  map  is  one  way,  and  the 
way  you  put  it  in  language  is  another  way.  That  is  what  I  am  try- 
ing to  find  out.  Would  you  run  off  here  [indicating  on  chart]  so  as 
to  come  in  south  of  Beaver  Baj^?     Split  Rock  is  above  Beaver  Bay? 

Mr.  CouLBY.  Here  is  Split  Rock  [indicating  on  chart]  and  here  is 
Beaver  Bay  [indicating]. 

The  Chairman.  I  understod  you  a  while  ago  to  say  that  it  was 
north.     It  is  southwest  of  Beaver  Bay  instead  of  north  i 

Mr.  CouLBY.  Yes. 

The  Chairman.  You  said  a  while  ago  that  it  was  north. 

Mr.  CouLBY.  I  got  mixed  up. 

The  Chairman.  That  is  what  misled  me.  I  thought  Split  Rock  was 
up  here   [indicating  on  chart]. 

Mr.  CouLBY.  No,  it  is  right  here  [indicating]. 

The  Chairman.  A  light-house  at  Beaver  Bay  would  not  be  satis- 
factory ? 

Mr.  CoiiLBY.  No. 

The  Chairman.  That  is  not  sufficient? 

Mr.  CorxBY.  No,  not  as  satisfactory  as  at  this  point  [indicating 
on  the  chart]. 

The  Chairman.  We  have  a  light-house  at  Beaver  Bay.  I  do  not 
know  that  cuts  any  fi^re.    What  is  this  [indicating  on  chart]  ? 

Mr.  CouLBY.  That  is  Split  Rock  Point. 

The  Chairman.  What  sort  of  a  location  is  that? 

Mr.  CouLBY.  It  is  high  land.  This  shore  is  all  high  land  along  that 
entire  length  there  [indicating]. 

The  Chairman.  Have  you  ever  presented  a  request  for  that  to  the 
Light-House  Board? 

Mr.  CouLBY.  No;  we  took  it  up  with  the  Light-House  Board  yes- 
terday. 

The  Chairman.  How  does  it  happen  that  you  have  not  done  that 

Mr.  CouLBY.  I  am  unable  to  tell  you. 
Mr.  Ryan.  Have  vou  ever  sailed  there  i 
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Mr.  CouLBY.  No,  but  I  have  managed  ships  up  there. 

The  Chairman.  Marine  interests  are  not  usually  so  modest  about 
making  a  request. 

Mr.  CouiaY.  I  think  the  reason  for  that  is  that  we  have  had  no 
concerted  action.  We  have  had  a  good  many  accidents  in  this 
country  in  the  last  four  or  five  years,  but  there  does  not  seem  to  have 
been  anything  brought  to  the  attention  of  the  Board. 

The  Chairman.  Of  course  you  know  we  have  an  inspector  whose 
business  it  is  to  attend  to  all  requests  made,  and  you  have  not  even 
brought  this  to  his  attention. 

Mr.  CouLBY.  Yes,  through  the  Lake  Carriers'  Association  it  has 
been. 

The  Chairman.  Recently? 

Mr.  CouLBV.  Yes. 

The  Chairman.  How  much  commerce  is  there  by  there;  I  do  not 
mean  exactly. 

Mr.  Coi  i^Y.  The  commerce  by  that  point  would  now  run  orer 
30,000,000— probably  35,000,000-^tons. 

Mr.  Ryan.  That  is  half  of  the  commerce  of  the  Lakes? 

Mr.  Couijjy!  Yes. 
.  The  Chairman.  Your  claim  for  this  proposition  is  that  the  vesseL 
coming  to  Duluth  pass  Superior  and  Iwo  Harbors? 

Mr.  Couujy.  Yes,  sir. 

The  Chairman.  To  the  Duluth  territory.  Vessels  are  unable  to 
tell  where  they  are  by  the  compass  on  account  of  the  great  bodies  of 
iron  ore  and  hence  you  make  for  the  coast  as  a  guide,  and  in  shallow 
water  you  are  not  able  to  tell  how  near  you  are  to  the  coast? 

Mr.  CouLBY.  Yes. 

The  Chairman.  Suppose  we  put  the  light-house  there.  Of  course 
for  foggy  weather  you  want  a  fog-signal  station  also? 

Mr.  OouLBY.  Yes. 

The  Chairman.  Have  you  any  other  light  between  that  point  and 
Djiluth  that  you  know  of  ? 

Mr.  CouLBY.  I  do  not  think  so. 

The  Chairman.  Have  you  ever  navigated  here,  yourself? 

Mr.  CouLBY.  No,  sir. 

The  Chairman.  Is  there  anyone  present  here  who  has? 

Mr.  CouLBY.  Yes;  Captain  Shaw  is  a  navigator. 

Mr.  GouLDER.  But,  Mr.  Mann,  Mr.  Coulby  speaks  of  200  masters 
who  have  discussed  this  subject. 

The  Chairman.  Yes,  I  know.  That  is  the  argument,  and  we  have 
heard  a  great  many.     Where  we  can  w^e  like  to  get  a  practical  man. 

Mr.  Coulby.  There  should  be  a  light-house  on  Knire  Island,  but  we 
did  not  think  that  it  was  of  enough  importance  to  bring  it  up  at  this 
time. 

The  Chairman.  Mr.  Bede  has  introduced  a  bill  for  a  light-house 
on  Knife  Island. 

Mr.  Coulby.  Yes. 

The  Chairman.  Just  where  is  it  ? 

Mr.  Coulby.  It  is  right  here  [indicating  on  chart]. 

The  Chairman.  In  your  judgment,  this  light-house  at  this  point 
is  much  more  important  than  the  one  on  Knife  Island? 

Mr.  Coulby.  Yes;  there  should  be  one  at  Knife  Island,  too. 
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Mr.  Ryan.  That  Would  be  about  40  miles  from  the  other  lights  ? 

Mr.  CouLBY.  Yes. 

Mr.  .Ryan.  It  would  be  more  than  that.  . 

Mr.  Stevens.  You  consider  that  the  light  on  Split  Rock  is  neces- 
sary, and  the  other  is  advantageous? 

Mr.  CouLBY.  Yes. 

The  Chairman.  Your  company  operates  vessels  under  the  same 
conditions  that  all  the  other  people  operate  under  up  there? 

Mr.  Coui3Y.  Yes. 

The  Chairman.  There  is  nothing  exceptional  in  that  situation  in 
regard  to  your  company  which  should  make  you  prefer  Split  Rock? 

Mr.  CouLBY.  No. 

The  Chairman.  Very  well.  T^et  that  go  for  a  minute.  What 
else  is  there? 

Mr.  Cot'ijftY.  Here  is  another  place  where  a  light-house  of  the  first 
order  and  fog  signal  are  required,  on  Gull  Island,  which  is  an  exten- 
sion of  Michigan  Island.  A  year  ago  last  fall  one  of  the  ships  I 
managed  went  ashore  there,  an5  it  cost  us  about  a  quarter  of  a  million 
dollars  to  get  her  off.  This  fall  another  large  steel  steamer  went 
ashore,  and  they  very  nearly  lost-  her,  in  precisely  the  same  place. 
That  makes  it  necessary  because  there  is  no  light  to  guide  them  for 
these  islands  in  approaching  from  the  eastward.  There  is  a  light  on 
Michigan  Island,  on  the  westerly  end  of  it,  but  it  is  of  absolutely  no 
use  because  the  light  is  on  the  westerly  end  of  the  island  and  can  not 
be  seen  from  the  eastward. 

Mr.  Ryan.  What  was  that  put  there  for? 

Mr.  CouLBY.  That  was  put  there  in  the  old  days  when  Bayfield 
was  a  trading  point  and  Ashland  was  unknown. 

The  Chairman.  You  say  it  is  on  the  western  end  of  the  island  and 
can  not  be  seen  ? 

Mr.  CoTiLBY.  It  is  right  there  [indicating  on  chart],  and  the  island 
is  high  so  that  you  can  not  see  that  until  you  get  right  here  [indi- 
cating on  chart] . 

The  Chairman.  Now,  as  to  Gull  Island,  you  do  not  want  a  light- 
house there? 

Mr.  CoiTLBY.  That  light-house  is  of  very  little  use  there. 

The  Chairman.  Would  not  a  gas  buoy  without  the  lighthouse 
there  be  sufficient? 

Mr.  C0UI.BY.  No:  there  ought  to  be  a  good  light  on  Gull  Island. 

The  Chairman.  Do  vou  know  what  it  would  cost  to  put  one  there? 

Mr.  CouMY.  $100,000. 

The  Chairman.  A  little  thing  like  that  does  not  cut  much  ice,  I 
suppose. 

Mr.  CovLBY.  Not  with  the  amount  of  commerce  that  comes  in  there. 

Mr.  Ryan.  Might  that  other  light  be  abandoned  then? 

Mr.  CouLBY.  No;  it  ought  to  be  on  the  other  end  of  the  island. 

The  Chairman.  If  that  was  abandoned,  would  not  people  coming 
from  Ashland  make  the  same  complaint  that  you  make  now  ? 

Mr.  CouLBY.  No;  for  the  reason  that  when  a  man  is  going  out  he 
is  coming  out  of  this  pocket  all  the  time  [indicating  on  chart].  He 
does  not  need  it  so  much,  but  that  is  the  guide  for  a  vessel  getting 
in  here  [indicating  on  chart]. 

The  Chairman.  He  wants  to  know  the  way  out,  too. 
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Mr.  Coui^Y.  I  have  aevei:  heard  of  a  umn  wljo  would  care  miuch 
for  that  light  going  out  as  compared  with  having  a  guide  coming  in. 

The  Chairman.  It  is  quite  safe  to  say  that  when  that  light  was 
put  there  that  was  what  the  mariners  waated  there. 

Mr.  CouLBY.  You  can  not  see  that  light  when  you  get  abreast  ^►f 
it  on  this  course  [indicating  on  chart]. 

The  Chairman.  Why  do  you  say  that  you  need  a  light  of  the  first 
order  there?    There  is  no  shoal  water  there. 

Mr.  CouLBY.  This  end  of  the  island,  which  is  submerged  [indicat- 
ing on  chart]  is  Upper  Michigan  Island. 

The  Chairman.  I  thought  this  was  Gull  Island  away  out  here 
[indicating  on  chart]. 

Mr.  CouLBY.  That  is  (iuU  Island  Shoal ;  that  little  spot  there  [in- 
dicating on  chart]. 

Mr.  Stevens.  AVhat  is  the  commerce  of  Ashland? 

Mr.  CoiiJiY.  I  should  say  about  7,000,000  tons— probably  5,000,000 
tons. 

Mr.  Stevens.  Is  it  ore? 

Mr.  CouLBY.  Ore  and  coal  and  grain. 

Mr.  Stevens.  Lumber? 

Mr.    CouLBY.  Yes;  there  is  quite  a  little  lumber  out  there.    I  think 

possibly  Captain can  tell  you  about  that.    I  am  now  speaking 

lor  all  of  our  captains  who  have  taken  this  matter  up  and  made  this 
recommendation,  and  for  the  Lake  Shore  Carriers'  Association. 

Mr.  Stevens.  Which  is  of  the  more  importance,  the  one  at  Gull 
Island,  or  that  at  Split  Rock? 

Mr.  CouLBY.  Split  Rock  is  the  most  important,  because  there  is  such 
a  great  volume  of  commerce  going  to  Duiuth.  Split  Rock  is  more  im- 
portant for  the  Ashland  trade. 

The  Chairman.  Wimt  is  your  next  proposition? 

Mr.  CouLBY.  That  is  on  the  Straits  of  Mackinac.  The  next  proposi- 
tion is  to  give  us  a  permanent  fog  signal  at  \Miite  Shoal  instead  of  a 
light-ship. 

The  Chairman.  What  is  the  matter  with  the  light-ship? 

Mr.  CouLBY.  The  matter  with  the  light-ship  i»  that  because  of  the 
fear  of  the  running  ice  they  do  not  put  it  out  until  late  in  the  spring, 
and  for  fear  of  ice  forming  they  take  it  in  in  the  fall  too  early,  lor 
fear  there  will  be  ice,  they  sometimes  take  it  in  quite  a  little  while 
before  ice  begins  to  form,  and  that  is  the  most  impjortant  turning 
point  on  Lake  Michigan  to-day.  All  the  ships  coming  from  Lake 
Superior  and  Lake  Erie  and  Lake  Huron  turn  there,  either  to  make 
this  direction  or  that  direction  [  indicating  on  chart]. 

Mr.  Ryan.  AMiat  do  they  make  their  course  by,  then? 

Mr.  CoiTLBY.  By  this  light-ship  at  White  Shoal. 

Mr.  Ryan.  ^ATiat  is  the  trouble  with  that  light-ship? 

Mr.  CouLBY.  As  I  have  said,  in  the  spring  they  do  not  put  it  out 
imtil  all  the  ice  has  cleared  out  of  the  lakes,  and  in  the  fall  they  take 
it  in  earlier  for  fear  of  the  ice  forming.  There  is  a  good  deal  of  cur- 
rent through  those  straits.  What  they  want  there  is  a  permanent 
light,  a  light-house  instead  of  a  light -ship.     There  is  the  keynote, 

?;entlemen,  to  Lake  Michigan  in  the  spring  and  fall  of  the  year.     In 
act  at  all  times. 
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The  CiiAuaiAN.  You  say  at  all  times.  What  proportion  of  the 
vei5>els  go  down  by  White  Shoals,  and  what  proportioa  go  south  be- 
tween (Jrays  Reef  and — what  is  it,  Waukeshon  ? 

Mr.  CuyLLBY.  Sometimes  boats  go  around  this  way  [indicating],  if 
they  are  going  to  Escanaba  and  Manitowoc,  and  sometimes  Chicago; 
but  if  they  can  go  between  Simmons  Reef  and  White  Shoal  they 
keep  it  to  starboard  goin^  up. 

The  Chairman.  As  it  is  now,  all  your  vessels  coming  through  the 
Straits,  coming  west,  come  throuffh  where  there  are  a  large  number 
of  light  vessels,  light-ships,  around  there,  and  Imve  to  turn  at  a  place 
that  is  not  very  wide  ? 

Mr.  CouLBY.  Yes. 

The  Chairman.  And  you  want  a  permanent  mark  there,  so  that 
you  can  tell  it  at  all  times  of  the  year? 

Mr.  CouLBY.  Yes. 

The  Chairman.  The  trouble  there  is  in  the  spring? 

Mr.  CoiLBY.  Yes,  and  in  the  fall ;  more  in  the  faU. 

The  Chairman.  More  in  the  fall  ? 

Mr.  CouLBY.  Y>s.  The  Light-House  Board  gets  afraid  of  the  ice 
and  takes  the  light-ship  away. 

The  Chairman.  How  early? 

Mr.  CouLBY.  Ten,  fifteen,  or  twenty  days  before  navigation  closes. 

Mr.  Ryan.  Do  you  mean  early  in  November  > 

Mr.  CorLBY.  No. 

The  Chairman.  They  do  not  take  in  the  light-ship  in  the  fall 
until  it  coiimiences  to  freeze  or  there  is  great  danger  of  it? 

Mr.  CouLBY.  Oh  ves,  they  do. 

The  Chairman,  t  think  that  vou  will  find  that  vou  are  mistaken 
about  that.     AMiat  will  that  cost,'  on  Wiite  Shoal?  * 

Mr.  CouLBY.  I  do  not  know ;  that  will  probably  cost  more  than  any 
of  them.  It  is  deep  water  there.  It  will  probably  cost  $125,000  to 
put  a  permanent  light  on  WTiite  Shoal. 

The  Chairman.  Yes;  it  would  be  a  rather  expensive  proposition. 

Mr.  C0U1.BY.  That  is  the  most  expensive  of  the  three.  The  cheap- 
est one  would  \ye  the  Split  Rock  one. 

Mr.  Ryan.  You  have  one  more,  have  you? 

Mr.  CovLBY.  Yes;  we  have  one  more  only. 

The  Chairman.  Where  is  this? 

Mr.  CorLBY.  Down  in  Southeast  Shoal  off  the  North  Manitou. 
There  is  a  gas  buoy  there  now,  and  we  would  like  a  light-ship  with  a 
fog  whistle. 

The  Chairman.  Where  is  that? 

Mr,  CorLBY.  On  the  Southeast  Shoal,  off  North  Manitou  Island. 

The  Chairman.  The  Southeast  Shoal  ? 

Mr.  CorLBY.  Yes. 

The  Chairman.  We  now  have  a  first-order  light,  or  perhaps  it  is  a 
second-order  lights  off  North  Manitou. 

Mr.  CotTLBY.  Yes. 

Th^  Chairman.  And  one  at  South  Manitou  ? 

Mr.  CorLBY.  Yes:  but  vou  have  a  gas  buov  on  the  Southeast  Shoal, 
off  North  Manitou? 

The  Chairman.  Yes. 
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Mr.  CouLBY.  The  gas  buoy  the^y  can  not  find  in  foggy  weather. 
They  want  .something  there  that  will  make  a  noise,  so  that  they  will 
have  warning  when  there  is  a  fog.  Nearly  all  of  the  ships  coming 
down  come  through  that  passage,  and  they  can  not  tell  from  the 
Manitou  buoy  just  how  far  they  are  off  it,  and  they  want  something 
to  designate  that  Southeast  Shoal,  so  as  to  get  through  there. 

The  Chairman.  They  can  tell  pretty  closely  where  they  are  with- 
out that. 

Mr.  CouLBY.  They  can  not  tell  close  enough  to  get  through  there. 
That  is  the  trouble.  It  is  quite  a  little  distance  form  that  Southeast 
Shoal  to  North  Manitou,  and  the  fog  whistle  is  pretty  deceptive. 

The  Chairman.  For  the  same  reason  they  would  want  a  light-ship 
everywhere  where  they  have  a  fog  whistle. 

Mr.  CouLBY.  They  have  got  to  keep  away  from  this  [indicating 
on  chart]  and  they  have  to  keep  away  from  that  Pyramid  Point,  and 
they  want  something  to  determine  just  where  that  is. 

Mr.  Ryan.  Have  there  been  any  wrecks  there  recently  ? 

Mr.  C0UI.BY.  Yes,  some.  We  had  one  boat  that  went  on  the  shoals, 
trying  to  keep  off  South  East  Shoal.  There  was  one  on  North  Mani- 
tou last  year. 

Mr.  Ryan.  The  principal  commerce  goes  through  that  port? 

Mr.  CouLBY.  They  are  afraid  to  go  out  this  way,  for  fear  of  this 
shoal  [indicating  on  chart].  If  they  could  get  out  this  way  [indicat- 
ing] they  have  clear  water  up  Lake  Michigan. 

The  Chairman.  Personally  I  want  a  pretty  strong  case  before 
I  favor  a  light-ship.  It  is  expensive,  and  is  very  expensive  to  main- 
tain. It  costs  $5,000  or  $10,000  a  year  to  maintain  a  light-ship,  and 
on  account  of  the  depreciation  it  is  far  more  expensive  than  anything 
else. 

Mr.  CouLBY.  If  we  can  get  something  that  can  make  a  noise,  that 
is  all  we  want.  The  trouble  with  bell  buoys  is  that  if  it  is  fo^gy, 
there  is  no  wind,  it  is  still.  Now,  we  have  a  good  many  more  things 
that  are  being  brought  up;  but  those,  in  our  judgment,  are  the  most 
important  things  and  they  are  very  necessary. 

Sir.  Ryan.  Have  any  of  the  things  you  have  asked  for  now  ever 
been  asked  for  before  ? 

Mr.  CouLBY.  No;  except  that  (jull  Island  was  asked  for;  but  we 
were  unable  to  agree  as  to  just  where*  to  put  it. 

The  Chairman.  These  aids  which  you  have  asked,  for  now  are 
located  in  either  Lake  Superior  or  I^ake  Michigan? 

Mr.  CouLBY.  Yes. 

The  Chairman.  Are  there  none  in  the  Straits? 

Mr.  C01T1.BY.  No;  the  one  that  I  have  asked  for  is  in  the  Straits; 
that  is,  we  call  it  in  the  Straits. 

The  Chahiman.  That  is  ^Vhite  Shoal? 

Mr.  CouLBY.  We  call  that  in  the  Straits. 

The  Chairman.  That  is  in  Lake  Michigan.  But  there  is  a  long 
space  there  that  is  in  the  Straits. 

Mr.  CouLBY.  I  have  not  heard  of  anybody  asking  for  anything 
more  in  the  way  of  permanent  light-houses. 

The  Chairman.  Do  you  know  what  we  have  provided  up  there 
that  are  not  erected? 

Mr.  CouLBY.  No,  sir. 
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The  Chaibman.  The  difficulty  with  us  is  that  one  set  of  gentlemen 
will  appear  before  us  at  one  time  and  insist  that  certain  things  are 
absolutely  necessary  and  essential  for  navigation,  and  then  another 
set  will  come  before  us,  and  they  never  heard  of  such  a  thing.  We 
provided  in  the  last  Congress  for  a  number  of  aids  to  navigation  that 
apparently  you  do  not  think  are  necessary. 

Mr.  CouLBY.  I  would  not  say  that. 

The  Chairman.  You  do  not  know  where  they  are,  and  you  have  not 
indicated  that  they  are  necessary,  although  last  year  the  Lake  Car- 
riers' Association  insisted  that  they  could  not  live  without  them. 

Mr.  CouLBY.  I  can  go  on  and  give  you  a  lot  of  other  things  that  are 
necessary. 

The  Chairman.  I  think  it  would  be  a  good  thing  for  you  to  go 
along  and  tell  us  what  they  are  and  where  they  are,  because  we  want 
to  know. 

Mr.  CouLBY.  The  upper  end  of  Saint  Mary's  River.  Our  captains 
ask  that  a  light  ship  or  a  fog  signal  be  placed  on  this  Gross  Cap. 
There  are  a  lot  of  shoals  making  out  here  [indicating  on  chart]. 
They  ask  for  a  light  ship  to  be  placed  on  Gross  Cap  as  a  guide  to 
them  coming  down  there  in  foggy  weather.  The  masters  ask  that 
a  light  ship  be  placed  on  Gross  Cap  at  the  head  of  the  Soo  River, 
right  opposite  Point  Iroquois.     There  is  a  gas  buoy  there  now. 

The  Chairman.  What  is  it  that  you  want  there  now? 

Mr.  CoxjiiBY.  A  light  ship  with  a  bell  or  fog  signal  attachment. 

The  Chairman.  For  the  same  reason  that  you  want  one  down 
there?     [Indicating  on  chart.] 

Mr.  CouijJY.  At  South  East  Shoal? 

The  Chairman.  Yes. 

Mr.  Coui^Y.  Yes.  In  foggy  weather  they  can  not  find  the  gas 
buoy  and  can  not  tell  where  it  is.  If  they  have  something  there  to 
make  a  noise  they  can  locate  it  in  foggy  weather. 

The  Chairman.  What  do  they  do  now? 

Mr.  CouLBY.  They  take  the  chance  on  finding  it.  There  are  a  good 
many  fellows  go  on  the  bottom  on  one  side  or  the  other. 

The  Chairman.  They  do  not  have  accidents  down  around  there 
very  often,  and  if  they  do  it  is  through  bad  seamanship.  The  ques- 
tion is  whether  it  interferes  with  the  speedy  movement  of  the  vessels. 

Mr.  CoiTLBY.  That  stops  them.  The}^  have  to  wait  until  it  clears 
up  and  they  can  see  the  gas  buoy  and  where  it  is. 

The  Chairman.  I  was  out  on  Lake  Michigan  in  a  light-house  tender 
last  summer,  and  we  never  stopped  for  anything  or  stopped  to  pick 
up  anything. 

Mr.  CouLBY.  They  stop  there  a  good  deal  when  they  can  not  pick 
up  that  buoy. 

The  Chairman.  That  is  needed  for  the  same  reason.  What  else 
have  you  ? 

Mr.  CouLBY.  On  this  question  of  gas  buoys  I  did  not  prepare  a 
brief. 

The  Chairman.  The  Department  has  authority  to  erect  gas  buoys 
out  of  the  appropriation. 

Mr.  CouLBY.  There  ought  to  be  an  acetylene  gas  buoy  at  that  point, 
in  that  same  group  of  Apostle  Islands,  on  York  Island.  Those 
islands  are  the  only  place  a  boat  can  make  a  lee  in  a  northeaster, 
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and  there  was  a  ve8sel  lost  there  last  year,  and  there  were  a  number 
of  lives  lost.  That  was  last  season.  There  is  uothii:ig  out  there  to 
denote  the  turning  point. 

Mr.  Ryan.  What  are  they  trying  to  make  there? 

Mr.  CouLBY.  To  get  in  back  of  the  island,  or  to  come  down  to 
Duluth  or  Superior.  It  will  save  all  this  running  around  here 
[indicating  on  chart] .  I  do  not  think  it  is  a  question  of  saving  life, 
but  of  saving  property.  The  Saootia  went  out  there,  and  there  was 
not  anything  to  denote  just  where  she  w^as  to  turn,  and  she  came  in 
and  struck  one  of  these  reefs,  and  there  was  a  total  loss.  They  are 
all  now  afraid  of  it.  They  could  make  those  islands  in  a  northeaster 
if  they  could  only  find  something  there  to  denote  a  turning  point. 
I  think  that  of  all  the  places  on  the  lake  where  a  good  buoy  is  needed, 
it  is  right  at  that  place,  when  you  take  into  account  the  saving  of 
life  and  of  property. 

The  Chairman.  Do  a  great  many  of  the  boats  make  both  those 
points  coming  from  Duluth? 

Mr.  CotJXiBr.  This  is  right  in  the  course,  and  if  there  is  a  north- 
easter coming  down,  especially  they  like  to  make  the  lee  of  the 
islands ;  but  there  have  been  so  many  accidents  coming  in  there  that 
they  are  all  afraid  of  it.  If  they  get  a  little  too  far  down  they  are 
on  these  shoals  [indicating  on  cnart|,  and  if  they  turn  a  little  too 
quick  they  are  on  these  shoals  there  rmdicating].  This  w^ould  make 
a  good  lee,  especially  for  those  little  lellows,  if  they  get  caught  out  in 
heavy  weather. 

The  Chairman.  If  you  got  that  how  long  would  it  be'  before  you 
would  want  a  light-ship  there  with  a  fog  signal  ? 

Mr.  CouLBr.  Probably  not  very  long.  After  they  began  to  find 
out  what  an  advantage  ther^  was  in  being  able  to  make  the  lee  of 
those  islands  in  heavy  weather  it  w  ould  not  be  very  long. 

Mr.  Ryan.  What  do  they  do  now  wuth  a  vessel  that  is  abreast  of 
the  Apostle  Islands  in  heavy  weather? 

Mr.  CoiiLBY.  They  have  to  go  out  and  take  it,  unless  they  w^ant 
to  take  the  chance  of  going  m  there  and  take  the  risk  o{  being 
wrecked. 

Mr.  Ryan.  I  would  be  glad  if  you  would  put  those  figures  in  the 
record. 

Mr.  CouLBY.  We  w-ould  be  glad  to  do  that. 

The  Chairman.  Do  not  take  the  time  to  do  that  now\  Is  thei-e 
anything  else;  are  there  any  others? 

Mr.  CouLBY.  No  others  that  I  know  of,  except  those  that  I  think 
have  been  provided  for  in  the  way  of  gas  buoys  for  the  made  chan- 
nels. 

The  Chairman.  There  is  this  in  connection  w4th  the  light-ship 
question.  The  Government  is  now  experimenting,  or  has  been,  with 
these  submarine  signals,  and  if  that  is  a  success,  as  the  people  who 
know  about  it  claim  that  it  is,  I  do  not  know  but  it  might  be  possible 
to  have  some  mechanism  to  operate  bells  under  water  at  all  of  these 
places,  instead  of  fog  signals.    Fog  signals  are  not  very  satLsfactory. 

Mr.  CouLBY.  We  are  going  to  test  Uiat  out  on  the  lakes  this  y«»r. 
We  are  going  to  have  one  or  two  of  those  submarine  signals  put  in 
and  test  that  with  our  ships.  We  are  very  much  interested  in  that 
But  the  trouble  is  this:  They  have  got  to  have  deep  water  for  sub- 
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marine  signals.  They  ma}'  work  it  out.  We  will  know  all  about  it 
next  fall. 

The  Chairman.  It  will  be  a  great  thing  if  it  proves  successful. 

Mr.  CouLBY.  Yes.  We  are  quite  willing  to  expend  any  amount  of 
money  that  is  reasonable,  ourselves,  to  test  that. 

The  Chairman.  I  must  leave  you  now,  I  am  sorry  to  say.  Mr. 
Stevens  will  continue  and  hear  anything  further  that  you  may  have 
to  say.  I  do  not  know  whether  we  can  get  a  bill  through  Congress 
this  year,  or  try  to,  or  not.  We  have  got  to  try  to  provide  for  some 
light  keepers'  buildings,  because  there  are  many  places  where  it  is  out 
of  the  question  to  get  any  sort  of  good  service  in  bad  weather  unless 
we  provide  some  sort  of  place  for  the  men  to  live  close  to  the  light- 
houses. Just  how  it  will  be  in  regard  to  this  matter  this  year  I  do 
not  know.  We  have  provided  more  aids  to  navigation  in  the  last  two 
or  three  years  than  have  been  provided  before  at  any  time  within  the 
history  of  the  country,  I  guess. 

Mr.  GouLDER.  I  would  tike  to  leave  this  thought  in  your  mind: 
Yo«  kROW  tbiit  tiling  is  growing.  It  is  like  a  boy  growing  out  of  his 
clothes,  and  it  is  growing  more  and  more,  and  things  are  developing, 
and  'evfety  year  it  is  getting  to  be  a  more  remarkable  thing. 

Tte  Chairman,  You  mean  the  lake  navigation  ? 

Mr.  Gouij>'ER.  Yes. 

The  Chairman.  Yes,  I  understand  that;  but  you  want  to  remember 
one  thing:  There  is  no  way  of  taking  a  dollar  out  of  the  Treasury 
without  putting  it  in  the  Treasury.     You  gentlemen  pay  nothing 

Mr.  CouLBY.  Yes,  we  do. 

The  Chairman.  Practically  nothing,  in  local  or  general  taxes. 

Mr.  CouLBY.  We  pay  a  lot  of  money  back  to  the  people  in  this 
country  for  what  they  do. 

The  Chairman.  I  am  not  complaining;  but  you  do  not  pay  much, 
and  you  always  want  money  expended.  Of  course  conditions  should 
be  improved  and  commerce  should  be  free,  in  order  that  rates  of 
freight  should  be  low. 

(Mr.  Stevens  here  assumed  the  chair,  Mr.  Mann  having  left  the 
committee  room.) 

Mr.  Ste\tens.  In  the  bill  that  was  passed  last  session  we  put  in 
everything  that  was  called  to  our  attention. 

Mr.  CouLBY.  I  will  just  state  one  item  of  freight  alone.  •  In  1901 
the  movement  of  iron  ore  from  this  end  of  Lake  Superior  to  Duluth, 
Two  Harbors,  and  Superior  was  10,700,000  tons.  In  1906 — ^that  is  the 
year  that  we  have  just  closed — the  movement  of  ore  alone  from  thost*. 
three  ports  was  25,880,000  tons.  Now,  there  is  no  place  in  the  world 
where  as  much  freight  is  moved  on  a  body  of  water  of  the  same  size 
as  on  these  lakes,  and  there  is  no  place  in  the  world  where  we  are  so 
much  dependent  upon  the  aids  to  navigation — lights,  light-ships,  and 
buoys — ^as  we  are  on  the  Lakes,  for  the  simple  reason  that  we  can  only 
navigate  during  the  summer.  In  the  winter  it  is  frozen  up.  I  think 
I  can  safely  say  that  last  year  fully  one-third  of  our  navigating 
season  on  Lake  Superior  was  through  fog.  I  myself  made  three 
trips  from  the  head  of  Lake  Superior  to  the  Soo  on  ships  when  we 
never  saw  anything;  only  once  we  caught  the  high  land  on  Kewee- 
naw Point. 

Grentlemen,  I  respectfully  take  issue  with  the  statement  that  we  do 
not  do  anything  for  what  we  get.     You,  gentlemen,  have  given  us 
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these  aids  to  navigation  through  the  deep  channels,  which  have 
enabled  us  to  do  the  increased  volume  of  business  which  Ave  have 
done.  We  have  been  able  to  do  that  because  of  these  aids  to  naviga- 
tion and  the  deep  channels.  When  you  get  up  by  this  point  [  indicat- 
ing on  chart]  and  get  to  going  into  this  pocket  [indicating]  with 
your  compass  you  do  not  know  anything  at  all  about  it.  There  have 
been  ships  strewn  all  along  that  north  shore  from  Duhith  up  to  the 
head  of  the  islands.  It  is  absolutely  necessary,  and  as  to  the  reason 
why  we  have  not  been  here  before  for  some  of  these  important  things, 
I  can  only  say  that  it  is  from  the  fact  that  our  busmess  has  been 
growing  so  fast,  and  it  has  been  so  much  in  the  pioneer  stage,  that 
we  have  not  gotten  ourselves  together.  We  have  had  ships  going 
ashore  here  and  there,  all  along;  but  the  trouble  is  that  we  have  not 
gotten  together.  But  we  have  now  got  our  organization  snugged 
uj)  and  arrangements  made  by  which  we  are  keeping  track  of  these 
things. 

Mr.  Ryan.  Tell  us  about  the  Lake  Carriers'  Association? 

Mr.  CouLBY.  It  represents  every  ship  that  sails  these  lakes.  I  am 
only  one  member  of  tnis  association. 

Mr.  Stevens.  Does  not  the  Light-House  Board  treat  you  well  ? 

Mr.  CouLBY.  Yes;  and  we  went  over  this  year  with  the  Light- 
House  Board,  and  they  \Vere  in  hearty  sympathy  with  this. 

Mr.  Stevens.  When  did  you  go  over  it  ? 

Mr.  CouLBY.  Yesterday.  * 

Mr.  Stevens.  They  have  made  no  report  to  us. 

Mr.  CouLBY.  Yes;  it  has  not  ^ot  around  to  you  yet. 

Mr.  Stevens.  The  difficulty  is  that  every  part  of  the  country  is 
pressing  for  aids  to  navigation,  and  w-e  can  not  make  a  separate  bill 
for  each  one,  but  they  have  all  got  to  be  bunched,  and  put  into  an 
ouniibus  bill;  and  we  passed  the  largest  bill  last  year  that  was  ever 
passed  in  the  history  of  the  country,  and  we  thought  we  treated  the 
Lakes  pretty  well. 

Mr.  CouLBY.  You  did:  and  we  are  not  complaining  at  all:  but  we 
are  glad  and  we  are  thankful  for  what  you  have  done. 

In  coming  here  to-day  we  have  not  brought  before  you  every  proj- 
ect that  every  man  has  put  forward.  We  did  not  think  that  it  was 
right  to  come  down  here  and  ask  for  everything  that  eveiT  man  asked 
for;  but*  we  cut  out  everything  except  what  they  were  unanimously 
agreed  upon  was  absolutely  necessarv.  If  there  was  anv  division  of 
opinion,  and  some  man  said  '"  I  don^t  know  about  that,^'  w^e  did  not 
consider  it  at  all;  but  these  things  that  we  have  brought  up  here 
to-day  are  those  things  that  have  oeen  unanimously  agreed  upon  as 
being  necessitie.s. 

Mr.  Ryan.  We  have  that  same  thing  said  to  us  in  regard  to 
projects  on  the  Pacific  coast  and  the  Atlantic  coast,  and  the  Gulf 
<^oast,  and  over  in  our  island  possessions. 

Mr.  Coi:lby.  Yes ;   I  suppose  so. 

Mr.  Stevens.  The  thing  of  fii-st  importance  here,  you  say,  is  Split 
Rock? 

Mr.  CouLBY.  Ye^s. 

Mr.  Stevens.  And  the  second  in  importance  would  be  Gull  Island? 

Mr.  CouLBY.  Yes. 

Mr.  SrEVEXS.  And  the  third  in  importance  would  be  \Vhite  Shoal? 
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Mr.  Coi'ijJY.  Yes. 

Mr.  Stemsns.  And  the  fourth  would  be  what  ? 

Mr.  Coi^LBY.  The  fourth  would  be  the  Rou^h  Shoals,  the  South 
fJast  Shoals.  But,  gentlemen,  they  are  all  unanimously  in  favor  of 
this. 

Mr.  Ryan.  How  about  Manitou  ? 

Mr.  CoxLBY.  That  is  Manitou  Island  to  South  East  Shoals. 

Mr.  Ryan.  I  do  not  think  they  need  that  very  badly. 

Mr.  Coi'LBY.  There  is  need  for  something  on  ^\Tiite  Shoals.  Of 
course  it  is  not  needed  there  all  the  time.  But  there  ought  to  be  a 
light-house  on  White  Shoals.  It  is  the  turning  point.  You  have  got 
to  go  by  there  to  go  any  place  on  Lake  Michigan,  east  or  west  or 
south ;  you  have  got  to  go  by  Wliite  Shoals. 

Mr.  Ryan.  If  White  Shoals  was  replaced  by  a  light-house,  it  would 
be  well  to  take  that  light-house  down  to  Manitou  ;l)ut  I  do  not  think 
otherwise  it  would  be. 

Mr.  Gouu)ER.  We  have  put  these  projects  in  the  order  of  import- 
ance. We  sav  that  if  we  can  get  them  all,  we  will  be  glad.  But  the 
first  on  our  list  is  the  first  in  importance  in  the  minds  of  the  lake 
navigators,  and  the  second  on  our  list  is  the  second,  and  so  as  to  the 
third  and  the  fourth. 

Mr.  Stevens.  We  have  a  hearing  on  Saturday  on  a  Pacific  coast 
project,  and  at  that  time  I  gave  notice  that  I  should  insist  on  con- 
sideration of  some  lake  projects.  You  had  better  get  here  what  you 
have  by  that  tune. 

Mr.  Coulby.  We  have  it  here  now\ 

STATE3CENT    OF    MB.    J.    H.    SHEADLE,    VICE-PBESIDENT    OF    THE 
LAKE  CAEJtIEBS'   ASSOCIATION. 

Mr.  Sheadle.  In  answer  to  the  question  as  to  whether  these  things 
i-ecominended  are  the  most  important  things,  I  would  say  that  a  num- 
ber of  communications  were  presented  to  the  Lake  Carriers'  Associa- 
tion meeting  held  at  Detroit  last  week,  and  then  a  committee  took 
those  and  went  over  them,  and  codified  them,  and  they  were  then  pre- 
sented to  the  entire  Lake  Carriers'  Association,  and  this  is  the  result. 

Mr.  Goulder.  I  presume  that  we  had  at  that  meeting  considerably 
more  than  100  individual  owners  and  managers  present.  How  many 
were  there,  Mr.  Sheadle? 

Mr.  Sheadle.  How  many  individuals? 

Mr.  Goulder.  Yes. 

Mr.  Sheadle.  Those  representing  nearly  500  ships. 

Mr.  Goulder.  We  always,  as  a  feature  of  our  annual  meeting,  have 
a  dinDer,  and  I  think  there  must  have  been  eighty  at  that  dinner. 
There  were  at  the  meeting  those  representing  every  kind  of  interest, 
bulk  freighters  and  lake  lines,  and  big  and  little,  and  everything. 

Mr.  Stevens.  Do  you  know  whether  the  Light-House  Board  would 
be  ready  to  report,  if  we  summoned  them  here  on  Friday,  on  any  of 
these  propositions  ? 

Mr.  Goulder.  I  think  they  would  be  ready  to  report.  I  should 
judge — of  course  they  have  not  committed  themselves  in  anything — 
that  they  would  be  ready  to  report  favorably  on  each  of  these  proposi- 
tions. 
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Mr.  Stevens.  They  are  ready  to  give  their  opinion  and  infonna- 
tion  ? 

Mr.  GoiTLDER.  Yes. 

Mr.  Ryan.  Without  reference  to  the  engineer  in  charge? 

Mr.  (toulder.  The  engineer  in  charge  has  gone  over  this.  That  is. 
Captain  Keller.  I  remember  we  had  a  joke  about  it ;  he  was  captain 
that  evening,  and  was  to  be  major  the  next  day.  He  is  now  Major 
Keller.  We  went  over  it  with  him  very,  verj;  carefully,  and  what- 
ever may  be  the  process,  I  think,  my  impression  is,  he  is  quite  im- 
pressed with  these  things  and  the  value  and  the  necessity  of  them: 
and  then  if  you  can  judge  anything  by  the  expressions  made  by  the 
Light-House  Board  here,  I  should  say  that  they  were  favorably  im- 
pressed, that  their  opinion  would  be  favorable  on  this.  We  w^ent 
over  with  them  more  things  than  we  have  gone  over  here,  and  dis- 
cussed them,  and  it  was  after  discussion  with  them  that  we  prepared 
our  brief,  and  we  have  agreed  with  them  to  submit  either  a  similar 
brief  or  a  copy  of  this  we  have,  as  a  memorandum  for  their  further 
consideration;  but  I  should  say  from  their  expressions  that  if  your 
committee  would  pass  this  through,  if  we  could  get  this  through, 
they  would  be  in  favor  of  it.     I  thing  that  is  their  mind  about  it. 

Mr.  Stevens.  There  is  only  one  safe  way  to  protect  the  interests 
of  the  (rovemment.  We  realize  the  importance  of  lake  traffic,  but 
the  very  moment  we  let  down  the  bars  the  Pacific  coast  would  swamp 
us  with  requests;  and  we  always  insist  on  a  certain  course  of  pro- 
cedure, and  that  is  the  only  way  we  can  protect  ourselves  and  the 
House  and  Congress  and  the  Treasury,  because  every  Congressman 
would  come  here  and  take  his  chances  on  the  approval  of  the  board 
afterwards.    We  want  things  to  come  up  in  the  regular  way. 

Mr.  GouLDER.  Now,  Mr.  Stevens,  we  are  extremely  careful  about 
that,  or  try  to  be,  and  we  tried  last  year  with  the  district  officer  and 
the  Light-House  Board,  and  with  your  committee.  We  try  to  bring 
forward  only  those  things  which  can  be  thoroughly  justified,  not 
from  any  particular  interest  or  point  of  view.  Our  Lake  Carriers' 
Association,  vou  must  understand,  is  not  one  which  deals  with  locali- 
ties, with  individual  matters  of  any  kind.  We  will  not  do  it  and  do 
not  do  it.  But  since  we  are  an  organization,  representing  and  in- 
cluding in  our  organization  all  the  lake  interests,  we  endeavor  to  con- 
fine ourselves,  and  I  think  have  pretty  successfully  done  so,  to  those 
things  which  are  of  and  for  the  general  interest.  We  try  religiously 
to  observe  that  rule. 

Mr.  Stevens.  I  wanted  you  to  realize  our  situation,  and  the  fact 
that  we  have  a  regular  course  of  procedure,  and  that  it  is  necessar\'  to 
protect  ourselves  and  Congress. 

Mr.  GouLDER.  Yes.  We  have  taken  this  up  with  the  district  officer 
and  with  the  Light-House  Board,  and  have  given  them  the  data 
which  we  leave  with  you;  and  we  believe,  earnestly  and  seriously 
believe,  that  the  things  we  present  are  those  things  which  are  of 
general  interest,  which  are  important,  and  which  do,  upon  the  closest, 
most  perfect  investigation,  justify  themselves  as  being  necessary  and 
worth  the  cost  to  the  Government,  to  the  general  cause  represented 
by  your  committee,  and  the  Light-House  Board.  I  do  not  think  that 
you  will  find  the  Lake  Carriers'  Association  ever  coming,  conscious! v. 
with  a  thing  that  is  not  of  general  interest  to  navigation,  and  of  suffi- 
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cieiit  importance.  Of  course,  we  all  realize  the  difficulty  about  the 
money,  the  cost,  and  all  that  sort  of  thing,  and  we  have  that  in  mind 
when  we  figure  out  these  things.  We  try  to  put  ourselves,  each  one 
of  uSj  in  the  position  that  you  as  an  individual  are  in,  as  a  member 
of  this  committee,  and  we  try  to  take  that  point  of  view  and  not  ask 
things  that  are  not  important  and  do  not  justify  themselves. 

And  we  are  willing  to  submit  this  to  any  investigation  that  could 
be  possible  from  any  point  of  view,  and  we  court  that  sort  of  inquiry 
and  investigation  into  it,  and  we  believe  that  we  know  we  are  right, 
and.  that  no  investigation  could  funiish  any  flaw  at  all,  or  do  other 
than  strengthen  the  I'epresentations  that  we  make. 

We  leave  this  with  you,  with  every  asurance  that  that  is  the  case. 
If  it  is  not,  we  are  mistaken ;  and  we  think  we  know,  of  course. 

Mr.  Stevens.  Yes;  you  do  know,  of  course.     We  realize  that. 

Mr.  GouLDER.  It  is  not  the  vessel  owner;  it  is  not  the  shipper. 
We  have  now  come  to  the  point  with  our  association  where  we  have 
the  masters  with  us.  It  is  not  the  master  of  one  fleet,  but  the 
masters  of  various  fleets  who  make  their 'reports,  and  the  Shipmas- 
ter' Association  make  their  i-eporl,  and  we  sift  it  all  out,  giving  a 
great  deal  more  time  to  it  than,  of  course,  it  would  be  possible  for  a 
committee  of  Congress  to  give  to  this  particular  department  of  the 
work,  because  you  have  so  many  depart-inents ;  and  we  seek  to  come 
here  to  your  committee  and  stiy,  "Now,  here  is  the  best  judgment 
that  can' be  got  from  the  people  who  are  transacting  75,000,000  tons 
of  commerce  up  there.  Here  is  the  best  judgment  we  can  give  you." 
And  we  want  to  be  reasonable  about  it,  and  we  do  not  want  to  ask 
anvthing  but  what  is  reasonable. 

Mr.  Stb\^en8.  You  ai-e  doing  just  right,  and  we  have  confidence  in 
you,  and  rely  on  yoiv;  only  we  want  you  to  understand  that  we 
exact  the  same  thing  of  othere,  and  we  can  hot  give  you  a  bite  now, 
and  an9ther  fellow  a  bite  a  month  later,  and  another  next  session. 
We  have  to  limit  the  thing.  If  we  gave  you  the  things  that  the 
lake  people  wanted,  we  would  have  the  Gulf  people,  ana  the  North 
Atlantic  and  the  South  Atlantic  and  the  New  England  coast  people, 
asking  us  for  the  same  thing,  and  the  Pacific  coast  people.  We 
have  to  adopt  a  uniform  plan,  and  take  these  things  and  bring  them 
all  together,  as  you  do  in  the  inteivsts  of  the  lakes;  and  in  order  to 
do  that  we  have  to  rely  on  you,  and  we  do  rely  on  you  in  cooperation 
with  the  Light-House  Boaixi. 

Mr.  GouLDER.  You  may  i-ely  on  these  representations  we  make  as 
being  general. 

Mr.  Stevens.  Only,  we  have  to  exact  that  you  have  to  go  through 
the  same  routine  that  others  do  with  the  Light-House  officials. 

Mr.  GouLDBR.  We  do;  and  the  onlv  idea  that  I  wish  to  convey  is 
that  we  have  sifted  this  carefully.  We  are  not  coming  here  without 
the  greatest  care  in  ascertaining  what  should  be  for  the  good  of  that 
commerce.  We  have  done  it,  and  done  it  thoroughly,  and  liave  done 
it  honestly,  and  in  good  faith,  and  with  no  particular  or  special 
interest  in  the  matter  at  all,  but  for  the  general  advantage  of  that 
trwle,  that  commerce,  up  there. 

Mr.  CouLBY.  As  I  understand,  it  is  necessary  to  have  the  recom- 
mendation of  the  Light-House  Board,  and,  of  course,  they  in  turn 
would  want  the  recommendation  of  the  district  officer. 
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Mr.  Stevkns.  Yes;  that  is  the  uniform  course  of  procedure.  I  do 
not  think  we  put  a  single  thing  in  the  bill  last  year  except  after  that 
course.  We  put  in  $2,800,000  worth  of  work,  and  that  represented 
probably  50  or  75  different  projects.  You  see  the  necessity  for  fol- 
lowing that  coui*se. 

Mr.  CouLBY.  Yes ;  I  do.  That  is  the  way  we  have  gone  at  it.  We 
have  boiled  the  whole  thing  down.  We  took  the  whole  thing  up 
with  the  Light-House  Board  and  they  have  jurisdiction  over  such 
things  as  the  placing  of  a  few  more  gas  buoys  in  the  main  channel; 
but  the  only  things  that  we  thought  we  would  bring  up  before  you 
gentlemen  were  the  things  that  required  legislation.  We  just  took 
those.  The  Light-House  Board  people  entirely  agreed  with  us  on  the 
gas  buoys.  They  said  ''  If  we  get  the  money,  you  ought  to  have  them, 
and  we  will  give  them  to  you.''  But  legislation  was  required  for 
these  things. 

Mr.  Stevens.  Mr.  Young,  representing  the  upper  peninsula  of 
Michigan,  brought  up  a  light  that  he  wanted  at  Grand  Island.  Is 
there  anything  more? 

Mr.  Sheadle.  Nothing  more  than  this,  except  that  there  is  no  place 
of  refuge  between  Kewenaw  Point  and  White  Fish  Bay,  a  stretch  of 
water  of  120  miles. 

Mr.  Gouu)ER.  It  is  more  than  that.  It  is  116  miles  from  Mar- 
quette to  White  Fish  Point. 

Mr.  Coui^BY.  It  is  about  120  or  180  miles.  [Measuring  on  chart] 
120  or  130  miles. 

Mr.  SiiEADLE.  Munissing  Bay  is  one  of  the  best  protected  bays  and 
it  has  been  somewhat  neglected  in  its  range  lights,  or  rather  the 
ranges,  and  vessel  interests  have  asked  that  some  new  ranges  be  put 
in  tnere  so  that  they  can  get  in.    That  is  a  very  simply  proposition. 

Mr.  Stevi:n8.  Did  your  association  consider  that  question  at  all  ? 

Mr.  Sheadle.  Yes,  sir.  We  took  that  up  with  the  Light-House 
Board.     We  did  not  know  that  any  legislation  was  required. 

Mr.  Stevens.  I  do  not  know  that  there  is. 

Mr.  Sheadle.  It  was  one  of  the  general  items. 

Mr.  Goulder.  Yes. 

Mr.  CouLBY.  I  want  to  thank  you  on  behalf  of  myself  and  the  com- 
mitter for  the  kind  consideration  that  you  have  given  us.  We  have 
these  things  very  much  at  heart,  because  we  think  we  need  them,  not 
only  for  our  ships,  but  to  develop  the  commerce  of  the  Lakas. 

At  5.»S0  o'clock  p.  m.  the  subcommittee  adjourned. 

January  16,  1907. 
To  the  Honorable  Committee  on  Interstate  and  Foreign  Commerce. 

Gentlemen  :  We  respectfuHy  urge  Ihe  net'essity  to  the  rapidly  growing  com- 
merce of  the  Great  Lakes  of  the  foUowing  aids  to  navigation.  These  have  been 
considered  with  the  greatest  care  by  our  association  and  its  committees  after 
full  conference  with  the  masters  of  the  ships,  and  they  have  received  the 
earnest  recommendation  of  the  masters  and  pilots  in  their  associations: 

1.  A  light-house  of  the  second  order,  with  fog-signal  attachment,  to  be 
erected  on  the  north  shore  of  Lake  Superior,  in  the  vicinity  of  Split  Rock. 
Minnesota,  preferably  on  Carborundum  Point,  lying  about  half  a  mile  north  of 
Split  Rock.  There  is  at  present  no  light-house  on  the  north  shore  of  Lake 
Superior  between  Grand  Mara  is  and  Two  Harbors,  and  it  is  extremely  diffi- 
cult to  locate  Two  Harbors  in  a  fog  or  storm,  owing  to  the  uncertain  variation 
of  the  compass  on  the  north  shore  of  Lake  Su]x»rior,  due  to  the  vast  metallic 
deposLs  in  that  vicinity,  and  alst)  owing  to  the  dangenms  character  of  the 
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(•oast  all  alonjj  the  north  shore.  During  the  past  two  years  there  have  been 
disasters  in  this  vicinitj-  amounting  to  over  $2,000,000,  the  total  loss  of  the 
steamer  Lafayette,  the  barge  Madeira,  the  steamer  Speneer,  and  the  barge 
Pennington,  and  serious  damage  to.tlie  steamer  Edenborn,  the  barge  Manila, 
the  steamer  George  W.  Peuvey,  and  others. 

It  is  the  exijerience  and  opinion  of  masters  that  this  is  the  natural  plact^ 
to  make  a  landfall  in  approaching  the  head  of  Lake  Superior,  and  a  good 
light  and  a  g(K)d  fog  signal  at  that  point  would  greatly  enhance  the  safety  of 
navigation  in  all  weathers  at  the  head  of  the  lake. 

2.  A  light-house  of  the  second  order  with  fog-signal  attachments  on  the 
easterly  end  of  Gull  Island,  which  lies  to  the  extreme  east  of  the  Apostle 
Group  of  Islands  at  the  head  of  Lake  Superior.  A  year  "ago  the  steamer 
William  K,  Corey  went  ashore  on  this  submerged  ret^f,  resulting  in  a  loss  of 
about  a  quarter  of  a  million  dollars.  Last  fall  the  steel  steamer  Ireland  went 
ashore  in  the  same  place,  resulting  in  a  loss  of  about  $200,000.  There  is  a 
light-house  on  the  westerly  end  of  Michigan  Island,  of  which  Gull  Island  is  a 
continuation  easterly,  but  the  Michigan  Island  Light  can  not  be  seen  by  marin- 
ers approaching  from  the  eastward  imtil  they  are  abreast  of  the  light.  Michi- 
gan Island  Light  was  established  many  years  ago  when  there  was  no  trading 
into  Ashland,  and  was  a  guide  to  mariners  from  the  Portage  Canal  and 
Ontonagon  to  Bay  Field  before  the  development  of  the  great  ore  shipping 
point  of  Ashland. 

3.  The  establishment  of  a  iiermanent  light-house  of  the  third  or  fourth  order, 
with  a  fog-signal  attachment,  on  White  Shoal  Straits  of  Mackinac.  This  shoal 
is  now  marked  with  a  light-ship,  but  through  fear  of  running  ice  in  the  spring 
and  fall.'  this  light-ship  can  not  be  put  in  position  in  the  spring  until  late,  and 
is  taken  in  early  in  the  fall  before  navigation  closes,  leaving  the  shoal  with  no 
visible  mark  as  a  guide  t.)  tlie  masters.  Furthermore,  this  in  the  development 
of  navigation  has  lietHnne  the  turning  [joint  for  ships  navigating  either  way 
through  the  Straits  of  Mackinac. 

4.  The  esUiblishmeut  of  a  light-ship  with  fog-signal  attachment  on  Southeast 
Sh<ial.  North  Manitou.  Very  important  and  nii)idly  increasing  commerce  is 
passing  tliis  pla<*e.  whicji  Is  right  in  the  main  track  of  ships  trading  to  the 
upi>er  end  of  Lake  Micliigan.  and  in  which  vicinity  there  have  Iuh'U  sc»rious 
disasters  within  the  last  few  years. 

It**siKH-tfully  submitted  for  your  favorable  consideration. 

Thk  Lake  Carrikrs*  Association. 
By  J.   II.  Shkahlk.   Viee-PnaUlent. 


CoMMiiTEE  OX  Interstate  and  Foreign  Commerce, 

Hoi'SE  OF  Representatives, 
Washififfton,  D.  C.^  Friday^  January  I6\  1907, 
The  comnuttee  met  thi.s  day  at  10.30  o'clock  a.  ni.,  Hon.  William  P. 
Hepburn  in  the  chair. 

STATEMENT    OF   HON.    FBANCIS   W.    CUSHMAN,    A    REFBESENTA- 
TIVE  FROM  THE  STATE  OF  WASHINGTON. 

Mr.  CrsHMAN.  Mr.  Chairman,  I  wanted  to  brin^  a  matter  to  the 
attention  of  the  committee  this  morning,  and  perhaps  it  will  take  me 
seven  or  eight  minutes. 

The  Chairman.  We  have  a  special  order  this  morning,  but  I  sup- 
pose your  statement  is  short. 

Mr.  Mann.  I  may  say,  Mr.  Chairman,  in  that  connection  that  there 
are  several  other  gentlemen  here  with  light-house  projects  who  would 
like  to  be  heard.  Mr.  Gre€»n,  of  MavSsachusetts,  asks  for  a  light  vessel, 
nnd  he  has  .some  constituents  here  who  wish  to  be  heard  (m  that  sub- 
ject. 

Mr.  Ci:«HMAN.  I  have  no  objection,  and  can  only  say  to  the  com- 
mittee  that   my  presentation  of  it   will  not   take  any  considerable 
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length  of  time,  and  I  am  willing  that  any  gentleman  should  comment 
iipou  it 

The  matter  that  I  wanted  to  bring  to  the  attention  of  the  committee 
is  Senate  bill  600B,  which  passed  the  Senate  on  the  10th  day  of  May, 
1906,  a  year  ago.  That  bill  provides  in  substance  for  the  location  and 
maintenance  of  a  light-ship  on  Forty-Fathom  Bank,  off  the  entrance 
to  Puget  Sound,  at  a  point  known  as  Swiftsure  Bank,  and  at  a  cost 
not  to  exceed  $150,000.  Heretofore,  when  I  had  this  matter  up,  it 
was  suggested  by  one  member  of  the  committee  that  the  omnibus 
light-house  bill  which  was  passed  a  year  ago,  being  H.  E.  19432,  and 
which  was  approved  June  20,  1906,  made  general  provision  for  all  of 
the  light-house  districts  in  the  United  States,  and  that  inasmuch  as  my 
State  of  Washington  had  been  amply  provided  for  on  that  bill,  per- 
haps I  ought  not  at  this  time  to  call  up  a  special  bill.  I  simply 
wanted  to  remark  in  passing  that  that  general  omnibus  lightrhouse 
bill  which  was  passed  a  year  ago  carried  appropriations  for  the  light- 
house service  to  the  extent  of  $2,067,000,  and  of  that  amount  there 
wei?e  two  projects  only  cared  for  in  the  State  of  Washington,  at  a  total 
of  $15,000. 

Now,  I  merely  mention  that  to  show  that  in  the  bill  of  a  year  ago 
r  did  not  commit  a  rape  on  the  Treasury. 

Mi*.  Mann.  Will  you  permit  me  to  call  vour  attention  to  the  fact 
that  your  figures  are  erroneous,  both  as  to  the  amount  of  the  bill  and 
as  to  the  amount  carried  for  the  State  of  Washington  ? 

Mr.  CusHMAN.  I  was  going  to  modify  that  statement,  so  far  as  to 
say  that  the  items  provided  for  in  the  Thirteenth  light-house  dis- 
trict, in  which  my  Congressional  district  is  situated,  agg^regated 
$380,000;  but  the  only  two  light-house  establishments  provided  for 
in  my  State  were  a  keeper's  dwelling  at  Robinsons  Point  and  a  fog 
signal  at  Ediz  Hook;  the  keeper's  dwelling  to  cost  $5,000,  and  the  fog 
signal  to  cost  $10,000,  making  in  all  $15,000. 

Now,  there  was  also  a  provision  to  provide  a  light  at  the  mouth  of 
the  Columbia  River.  There  was  a  light  tender  provided  for  the 
Thirteenth  district,  and  a  light  provided  for  at  Cape  Hinchinbrook, 
Alaska.  The  two  items  for  mv  State,  however,  aggregated  onlv 
$15,000. 

Mr.  Ryan.    To  what  State  do  you  credit  the  Columbia  River  item? 

Mr.  CusHMAN.  The  State  of  Oregon.  AVhen  the  upper  Columbia 
River  is  improved  it  may  be  of  benefit  to  the  State  of  Washington, 
but  at  present  the  commerce  of  the  Columbia  River  is  chiefly  advan- 
tageous to  the  city  of  Portland,  Oreg. 

Coming  to  this  bill.  Senate  bill  6003,  a  year  ago,  when  this  matter 
was  under  consideration.  Senator  Piles,  of  the  State  of  Washington, 
secured  the  passage  through  the  Senate  of  this  independent  bill  pro- 
viding for  this  light-ship.  I  was  unable  at  that  time  to  get  it  favor- 
ably reported  here,  and  therefore  I  called  the  attention  of  Senator 
Piles  to  the  matter  and  suggested  that  he  secure  its  insertion  in  the 
sundry  civil  bill  in  the  Senate,  and  he  did  it  last  year,  providing  for 
an  appropriation  of  $150,000  for  a  light-ship.  It  went  to  confer- 
ence, and  the  conference  committee  would  not  agree  to  the  retention 
of  that  item,  and  therefore,  in  a  legislative  sense,  it  was  struck  out. 
But  through  an  error  in  the  office  of  the  enrolling  clerk,  the  item  was 
retained  in  the  bill  and  signed  in  that  form  by  the  President  and 
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printed  in  the  law.  I  deem  it  proper  to  state,  however,  that  neither 
Senator  Piles  nor  myself  ever  attempted  in  any  way  to  take  advan- 
tage of  that,  and  at  the  beginning^  of  this  session,  at  the  suggestion 
of  Mr.  Mann,  the  gentleman  from  Illinois,  I  went  to  the  House  Com- 
mittee on  Appropriations  and  had  that  Committee  insert  in.  the 
urgent  deficiency  bill,  which  was  one  of  the  first  general  appropria- 
tion bills  of  this  session,  an  item  repealing  that  item,  and  that  was 
passed  and  approved  in  the  early  pait  of  this  session — approved  on 
December  19,  1906;  so  that  I  stand,  in  a  legislative  sense,  I  think, 
with  clean  hands,  where  I  did  last  session. 

Mr,  Mann.  There  is  no  doubt  about  that  at  all,  Mr.  Cushman. 
Xobody  will  question  that 

Mr.  Cushman.  Now,  coming  directly  to  the  merits  of  this  bill, 
I  thought  perhaps  my  side  of  the  matter  might  be  aided  a  little  bit  by 
means  of  a  chart  or  map,  which  I  have  prepared.  One  of  the  thin^ 
which  it  seems  to  me  is  important  in  the  consideration  of  this  ques- 
tion is  how  much  shipping  goes  in  and  out  of  Puget  Sound.  The 
place  where  this  light-snip  is  proposed  to  be  located  is  at  the  entrance 
of  Puget  Sound,  as  I  said  in  the  beginning,  and  practically  every 
ship  that  comes  in  and  every  ship  that  goes  out  of  Puget  Sound  must 
pass  this  point.  The  only  exception  to  that  rule  is  in  the  case  of  ships 
leaving  Seattle  and  Tacoma,  going  up  to  southeastern  Alaska,  and  to 
Vancouver  and  Victoria,  B.  C. 

Now,  in  order  that  the  committee  may  have  some  understanding  of 
the  magnitude  of  the  shipping  there,  I  had  a  little  statement  com- 
piled showing  the  relative  number  of  vessels  in  the  foreign  trade 
coming  into  Puget  Sound  as  compared  with  those  coming  into  San 
Francisco  and  those  coming  into  the  port  of  Boston  for  the  year 
1906.  I  wish  the  committee  would  give  me  their  attention  whfle  I 
read  these  figures. 

The  numW  of  vessels  that  entered  Puget  Sound  (foreign)  for  the 
year  1906  was  1,974 — almost  2,000  vcvssels;  the  number  that  entered 
San  Francisco  (foreign^  during  that  same  period  was  397;  the  num- 
l)er  entering  Boston  (foreign)  during  that  same  period  was  1,635, 
showing  more  foreign  vessels  entering  Puget  Sound  than  entered  the 
harbor  of  Boston,  and  a  great  many  times  more  than  entered  the  har- 
bor of  San  Francisco. 

Mr.  Mann.  Are  you  sure  those  are  foreign  vessels  out  there,  or  are 
they  vessels  coining  mostly  from  Alaska  ? 

Mr.  Cxtshman.  No,  sir;  they  are  foreign  vessels.  The  vessels  from 
Alaska  are  in  the  coastwise  trade.  I  went  to  the  Bureau  of  Statistias 
and  also  the  Treasury  Department,  and  they  have  no  figures  showing 
the  coastwise  trade. 

Mr.  Mann.  Did  you  get  these  figures  from  the  Bureau  of  Statistics 
or  the  Government  engineers? 

Mr.  Cushman.  From  the  Bureau  of  Statistics. 

Mr.  Stevens.  Which  way  would  the  Alaska  commerce  come — 
inside  the  passage  or  outside? 

Mr.  Cushman.  Both  ways.  That  from  Skagway  and  Sitka  and 
Ketchikan  ffoes  out  in  the  inside  passage.  The  boats  going  up  to 
Nome  and  valdez  and  St.  Michael  and  the  mouth  of  the  Yukon  River 
CO  out  this  way  [indicating  on  map],  so  that  the  Alaska  trade  is 
divided  in  that  respect. 
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The  Chairman.  Those  vessels  that  come  in  through  this  passage 
for  Victoria  and  Vancouver — do  you  count  them  as  vessels  entering 
Puget  Sound?  Would  they  be  included  in  the  1,900  that  you  have 
mentioned  ? 

Mr.  CrsHMAN.  That  would  depend  entirely  upon  whether  or  not 
they  were  foreign  vessels  and  coming  to  American  ports.  If  they 
were  foreign  vessels,  and  after  touching  at  Victoria  and  Vancouver 
came  on  into  American  territory,  then,  in  my  opinion,  they  should  be 
counted. 

Mr.  Mann.  I  think  you  have  an  erroneous  notion  about  the  infor- 
mation of  the  Bureau  of  Statistias  with  respect  to  foreigii  vessels. 
A  foreign  vessel  is  a  vessel  that  clears  to  and  from  a  foreign  port; 
and  most  of  the  vessels  that  are  marked  as  bein^  in  the  foreign  trade 
and  as  coming  into  Puget  Sound  are,  to  my  notion,  vessels  that  clear 
from  just  across  the  Straits. 

Mr.  CusHMAN.  Oh,  I  beg  your  pardon.  Perhaps  1  did  not  appre- 
hend the  full  meaning  of  the  chairmairs  question.  I  thought  he 
wanted  to  know  whether  the  vessels  that  came  from  China  and 
Japan,  etc.,  and  first  touched  at  Vancouver  and  Victoria  were  counted. 
They  are;  and  also  those  vessels  plying  between  Victoria  and  Van- 
couver and  the  American  side  are  counted. 

Mr.  Mann.  A  great  many  of  those  are  what  would  be  coastwise 
trade  in  any  other  place  in  the  United  States,  except  where  they 
come  in  at  the  boundary  line  of  the  United  States  and  a  foreign 
country. 

Mr.  CiTSiiMAN.  That  is  largely  true. 

Mr.  Stevens.  But  these  figures  do  not  include  the  vessels  bound 
from  San  Francisco  and  other  southern  ports  into  Puget  Sound  ? 

Mr.  CusHMAN.  No,  sir;  the  coastwise  trade  of  that  region  is  very 
large. 

Mr.  Stevens.  That  is  what  I  was  going  to  ask  you. 

Mr.  Ci  SHMAN.  Yes;   it  is  a  very  large  coastwise  trade. 

I  will  also  read  the  figures  covering  vessels  that  cleared  from  the 
Puget  Sound  district.  There  were  2,020,  and  during  the  same  period 
there  cleared  from  San  Francisco  382  vessels,  and  there  cleared  from 
Boston  1,4()4  vessels.  Now,  I  thought  those  figures  were  important 
as  showing  the  large  number  of  vessels  entering  and  leaving  Puget 
Sound. 

Mr  Barti^ett.  Is  that  anywhere  near  where  the  terrible  accident 
occurred  ? 

Mr.  CusuMAX.  Verv  near.     I  will  refer  to  that  in  a  moment. 

The  Chairman.  Will  you  point  out  on  the  map  there  the  situation 
of  Victoria  ? 

Mr.  CiTSHMAN.  Ye>>,  sir;  Victoria  is  right  here  [indicating  on 
map] ;  and  for  the  benefit  of  the  committee  I  will  say,  in  explaining 
this  map,  that  this  [indicating]  is  the  forty-ninth  parallel  here, 
representing  the  international  boundary  line.  All  of  this  [indi- 
C4iting]  is  the  State  of  Washington.  The  international  boundary 
line  runs  out  along  the  forty-ninth  parallel  to  the  middle  of 
Georgia  Straits  at  this  point  [indicating]  and  then  runs  down,  fol- 
lowing practically  the  center  of  the  water  course,  around  here  [indi- 
cating], and  out  to  there  [indicating].  This  large  island  right  in 
the  jaws  of  Puget  Sound  is  Vancouver  Island,  riglit  in  the  heart  of 
British  territorv. 
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The  Chairman,  ^^^le^e  is  the  port  of  Vancouver? 

Mr.  CusHMAN.  Right  here  [indicating]. 

The  Chairman.  So  that  vessels  plying  between  Piiget  Sound  ports 
and  Vancouver  and  Victoria  would  not  pass  the  point  of  danger? 

Mr.  Cushman.  No  ;  that  applies  to  local  boats.  But  many  of  the 
boats  from  China  and  Japan  make  the  port  of  Victoria,  and  then 
come  down  to  the  Sound.    Those  boats  would  make  that  point. 

Mr.  Mann.  All  these  local  boats  are  included  in  your  list? 

Mr.  CrsHMAN.  Yes,  sir. 

Mr.  Mann.  If  there  is  one  boat  making  a  daily  call,  the  report 
would  show  365  foreign  vessels? 

Mr.  Cushman.  Yes. 

Mr.  Mann.  That  absolutely  destroys  the  value  of  those  statistics 
as  compared  with  those  covering  the  port  of  Boston  and  San  Fran- 
cisco. 

Mr.  Cushman.  By  no  means,  in  my  judgment;  because  those  ves- 
sels, of  course,  would  not  pass  this  particular  point;  but  I  suppose 
of  the  total  number  of  vessels  I  have  quoted,  pven  if  two-thirds  of 
those  were  the  local  boats  that  would  pass  this  point,  the  number  of 
vessels  which  do  pass  is  much  greater  than  the  numl)er  going  in  and 
out  of  the  Golden  Gate.     I  think  that  is  true. 

Mr.  Bartlett.  Have  vou  any  way  of  ascertaining  the  number  that 
go  up  toward  Nome  ancf  Valdez  and  the  mouth  of  Uie  Yukon  River? 

Mr.  CusHMA-N.  There  aree  perhaps  two  boats  a  week  going  out 
and  two  coming  back  in  that  Nome  Dusiness. 

Mr.  Mann.  Have  you  examined  the  reports  of  the  Government 
engineer  to  find  out  how  many  boats  really  passed  out  at  this  point? 

5lr.  CrsHMAN.  No,  sir;  I  have  not. 

Mr.  Stevens.  Can  you  tell  us  about  the  extent  of  the  commerce 
south  from  San  Francisco — what  size  of  vessels  and  how  man}'  that 
would  need  this  light? 

Mr.  Cushman,  The  principal  company  there  is  known  there  as  the 
Pacific  Coast  Company.  They  have  a  larger  number  of  vessels  plying 
l)etween  Puffet  Sound  and  San  Francis<'o  than  any  other  company.  I 
think  they  have  five  or  six  vessels  in  that  trade.  It  is  the  principal 
comj)any. 

Mr.  Stevens.  There  is  no  other  coastwise  corporation  ? 

Mr.  CrsHMAN.  There  is  the  lumber  trade,  engagcnl  in  by  sailing 
vessels. 

Mr.  Maxn.  Those  ai'e  tramp  steamers? 

Mr.  CrsHMAN.  No;  not  by  any  means.  They  have  In^en  running 
regularly  in  that  trade  ever  since  T  have  been  there — sixteen  yeai*s. 
Perhaps  two  or  three  times  a  year  making  regular  trips — sailing 
schooners  and  sailing  ships.  I  would  not  call  a  steamer  of  that  kind 
a  tramp  ship. 

Mr.  Mann.  You  ought  to  revise  your  vocabulary  then. 

Mr.  CrsHMAN.  In  my  country  a  tramp  ship  is  one  that  may  come 
in  one  year  and  not  come  in  the  next. 

Mr.  Bartt.ett.  A  tramp  ship  is  one  with  no  definite  destination  to 
which  a  cargo  is  to  be  carried. 

Mr.  CiAiNES.  What  do  you  say  is  a  tramp  ship? 

Mr.  CrsHMAN.  My  unilerstanding  of  the  term  is  that  it  is  a  ship 
that  engagers  in  the  carrying  trade  between  certain  ports  one  year, 
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for  examnle,  and  not  finding  it,  gets  employment  that  is  more  profit- 
able at  other  ports,  and  changas  its  port  and  gets  a  cargo. 

Mr.  BartiiBtt.  Having  no  definite  route  at  all,  except  as  business 
may  require  it. 

ilr.  Kennedy.  AMiat  w(mld  be  the  relative  advantage  of  this  im- 
provement accruing  to  each  of  the  two  nations^ 

Mr.  CusuMAN.  While  there  would  be  an  advantage,  of  course, 
accruing  to  both  of  them,  the  chief  advantage  would  aconie  to  the 
American  people,  because  we  have  a  greater  trade  passing  that  point. 
The  cities  on  the  American  side  are  larger,  and  there  is  more  shipping 
comes  to  and  goes  out  of  the  cities  of  Seattle  and  Tacoma  by  far  than 
Victoria  and  Vancouver. 

Mr.  Burke.  The  location  of  this  light-ship  would  be  almost  on  the 
international  boundary  line  ? 

Mr.  CusiiMAN.  Almost.  They  told  me,  according  to  the  location 
given  me  by  the  light-house  people,  that  it  would  be  wholly  within 
the  American  waters.  It  would  be  about  13  miles  out,  and  if  this  line 
[indicating  on  map]^were  extended,  of  course  it  would  show  the  light- 
ship in  American  waters. 

Mr.  Ryan.  Will  you  point  out  there  on  the  map  where  the  present 
aids  to  navigation  are  located,  and  tell  us  w^hat  they  are? 

Mr.  CusHMAN.  Yes.  The  principal  aid  to  navigation  in  this  hn- 
mediate  vicinity  is  one  light,  a  first-order  light,  located  at  Cape  Flat- 
tery, visible  at  19  miles. 

Mr,  Mann.  It  should  be  visible  at  17  miles. 

Mr.  Cushman.  I  got  my  information  from  the  Light-House  Board. 
They  have  it  quoted  as  19  miles,  but  I  would  not  put  that  up  against 
the  opinion  of  m}^  friend  from  Chicago. 

Right  across  from  that,  at  a  distance  of  about  12  miles,  on  the  Brit- 
ish coast,  is  Carmanah  light,  being  a  somewhat  similar  light — a  flash- 
light— one  flash  at  an  interval  of  sixteen-  seconds,  and  another  at  an 
interval  of  thirty  seconds ;  and  that  is  also  visible,  the  people  in  the 
Light-House  Board  tell  me,  at  a  distance  of  19  miles. 

Mr.  Ryan.  AVlio  maintains  that  light? 

Mr.  Cushman.  The  British  Government — the  Canadian  Govern- 
ment. 

The  other  light  is  at  Cape  Beale.  It  is  22  or  24  miles  from  'Car- 
manah up  to  Cape  Beale.  There  is  another  similar  light  located  at 
Cape  Beale. 

Mr.  Ryan.  There  are  no  lights  at  the  mouth  of  the  river? 

Mr.  Cushman.  No;  on  the  night  when  this  wreck  occurred  to  the 
Valencia,  on  January  22,  1906,  all  night  long  these  lights  were  , 
plainly  seen.  The  keeper  of  the  Carmanah  light  could  see  Flattery 
light,  and  the  keeper  of  the  Flattery  light  could  see  the  Carmanah 
light.  Clear  across  that  stretch,  however,  at  the  time  there  was  a 
dense  fog  lying  offshore,  far  enough  off  to  prevent  the  keepers  from 
seeing  the  iog^  and  they  did  not  have  their  log  signals  going,  because 
ihey  did  not  know  the  fog  prevailed  offshore.  The  master  of  the 
Vahncia  was  steaming  out  here  in  the  fog  [indicating  on  map], 
vainly  seeking  for  the  signal. 

Mr.  Stevens.  Are  there  not  some  lights  to  the  south  of  Ca})e 
Flattery? 

Mr.  Cushman.  Yes. 
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Mr.  Stevens.  Where  «re  they  ? 

Mr.  Cx'SHMAN.  Here  is  one  out  here  |  indicating^],  near  the  Uma- 
tilla Siver. 

Mr.  Stevens!  What  is  the  radius  of  that  light  ? 

Mr.  CusHMAN.  I  do  not  know  exactly  what  that  is.  I  do  not  know 
whether  the  light  is  visible  quit«  as  far  as  the  Flattery. 

Mr.  Ryz\n.  Is  it  within  the  radius  of  that  ? 

Mr.  CusHMAN.  In  clear  weather  they  are  about  14  miles  apart.  I 
say,  they  are  visible  in  clear  weather,  being  about  14  miles  apart. 

Gentlemen,  I  do  not  want  to  string  this  out  too  long,  but  I  did 
want  to  say  a  word  or  two  about  the  conformation  of  this  coast. 
The  Island  of  Vancouver  lies  right  across  the  path  of  the  ships  taking 
this  course.  When  they  get  up  to  this  point  [indicating]  they  must 
carefully  locate  the  entrance  of  the  Straits,  and  if  they  do  not  they 
inevitably  go  ashore,  on  the  rocky  shore  of  that  island,  and  in  the  last 
50  years  I  believe  there  have  been  about  60  ships  destroyed  in  that 
region,  with  a  loss  of  something  like  700  lives.  I  have  a  record,  or 
at  least  a  statement,  regarding  those  wrecks  here,  but  as  it  is  rather 
lengthy,  I  will  not  read  it  unless  the  committee  desire  it. 

Mr.  W ANGER.  At  what  point  was  the  Valencia  lost? 

Mr.  CusHMAN.  Right  here  [indicating]. 

Mr.  Wangbr.  Midway  between  those. Canadian  lights? 

Mr.  CrsHMAN.  Ye«. 

Mr.  Mann.  I  have  no  desire  to  have  you  read  those  accidents  there, 
with  the  loss  of  60  vcvSsels;  but  have  you  any  explanation  why,  with 
all  the  losses  of  vessels  at  that  point,  no  Representative  in  Congress, 
no  inspector  of  the  Light-House  Board,  nobody  connected  with  the 
Light-House  Servic^e,  or  the  (irovemment,  has  ever  recommended  any 
additional  aids  to  navigation  at  this  point  until  a  year  ago? 

Mr.  CusHMAN.  I  think  the  explanation  is  very  easy.  That  accident 
or  catastrophe,  which  occurred  a  year  ago,  brought  that  matter  very 
forcibly  to  the  attention  of  everyone  connected  with  the  shipping 
service.     You  know  everything  must  have  an  inception  art  some  time. 

Mr.  Mann.  I  understand,  of  course,  how  slow  the  people  of  the 
Pacific  ooast  are,  but  do  they  usually  wait  for  60  vessels  to  be  lost 
before  they  become  aroused  to  a  realizing  sense  of  the  danger? 

Mr.  CrsHMAN.  If  that  accident  had  ha])pened  ten  years  ago  you 
would  have  said  they  waited  40  years. 

Mr.  Mann.  Yes;  and  if  it  had  happened  20  years  ago  it  might  l)e 
said  you  waited  »S0  years.     WTiy  tvas  it  not  brought  up  before  ? 

Mr.  OusHMAN.  I  was  explaining  that  matter 

Mr.  Mann.  I  am  asking  you  for  an  answer,  if  you  have  one. 

Mr.  CusHMAN.  I  say,  the  matter  was  brought  more  particularly 
to  the  attention  of  the  people  out  there  by  the  fearful  wreck  of  a 
year  ago  than  at  any  other  time. 

Mr.  TowNSEND.  Can  you  tell  whether  there  is  any  international 
arrangement  l)etween  this  country  and  Canada  with  refei'ence  to  the 
construction  of  light -ships  and  light-houses? 

Mr.  CusHMAN.  I  believe  there  is  an  international  arrangement 
only  in  connection  with  the  fact  that  the  character  of  the  different 
lights  and  the  flashes  are  known  to  both  nations,  so  that  when  ves- 
sels coming  up  here  see  this  light  [indicating]  with  the  fifteeen  sec- 
onds' interval  and  the  thirty  seconds'  interval,  they  know  that  is  the 
Carmanah  light.    When  they  see  a  thirty-two  second  interval  and 
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a  flash  and  another  thirty-two  second  interval,  they  know  that  i- 
Cape  Beale, 

Mr.  Mann.  The  Hydrographic  Chart  gives  all  that  information. 
There  is  no  international  arrangement  about  the  maintenance  of  the 
lights? 

Mr.  Ci  SHMAN.  None  that  I  know  of. 

Mr.  Burke.  How  extensive  was  the  loss  of  life  on  the  VaUnciaf 

Mr.  CrsHMAN.  There  were  172  people  on  board,  and  130  of  them 
were  lost. 

Mr.  Wanger.  Do  you  know  how  recently  any  of  those  existing  ai<ls 
to  navigation  have  been  constructed? 

Mr.  CiJSHMAN.  The  Flattery  light  has  been  there  for  a  ^oo<l 
many  years.  That  is  the  one  at  this  point  [indicating].  The  British 
(rovernment  are  now  installing  anotlier  light  at  this  point — Beegha- 
doss  Point  [indicating].  That  light  is  being  installed  now,  and  it 
was  not  there  a  year  ago,  at  the  time  of  the  wre<*k  of  the  Valenna. 

Mr.  Burke.  ^Vhich  way  was  she  proceeding  when  wrex^ked,  and 
where  did  she  come  from? 

Mr.  Ci'shman.    She  was  coming  up  from  San  Francisco,  a  dis 
tance  of  080  mile.s.     After  she  left  San  Francisco  she  came  up  189 
miles  to  Cape  Mendocino,  and  after  that  time  she  steamed   prac- 
tically 500  milas  without  seeing  a  light  or  hearing  a  signal  or  sighting 
a  headland,  or  anything  of  that  kind. 

What  caused  the  wreck  was  a  condition  something  like  this:  There 
is  a  strong  current  in  this  region — a  current  that  flows  not  only  in, 
but  out  of  the  Straits,  12  miles  wide,  and  there  is  a  rise  and  fall  of  the 
tide  of  8  feet  at  that  point,  which  you  can  readily  see  [indicating  on 
map]  makcvS  a  very  strong  tide  here  and  outside;  and  that  is  compli- 
cated further  by  what  is  called  the  Davidson  current,  of  which  the 
tide  experts  know  very  little. 

Mr.  Stevens.  Is  that  a  steady  current  or  a  changeable  one  ? 

Mr.  Cusiiman.  It  is  a  very  changeable  current.  It  runs  both  ways 
at  certain  seasons  of  the  year,  and  tlien  is  very  variable.  I  would  like 
to  read  one  brief  statement  in  regard  to  that  current  from  the  Senate 
report  on  this  bill,  it  being  the  language  of  the  commission  that  inves- 
tigaUnl  this  wreck  of  the  Valencia,     The  report  says: 

Currents. — There  exist  in  tliis  locality  varying  currents  of  great  force  and  gen- 
erally little-known  direi-tion  which  constitute  a  i)ecu!iar  danger  to  navigation. 
The  Ro-called  "  Davidson  inshore  current "  is  an  occasional  phenomenon  running 
northward  at  from  1  to  3  knots  an  hour  along  the  coast  of  Oregon  and  Wash- 
ington and  the  coast  of  Vancouver,  its  existence  and  force  depending  consider- 
ably upon  the  winds,  and  being  i)eculiarly  incalculable,  l>e<'ause  it  may  be 
governe<l  by  winds  far  out  at  sea  and  totally  diflTerent  from  the  winds  at  the 
location  where  a  given  ves.Kel'  may  be.  S<Mnetimes  this  current  disapiiears 
entirely,  and  even  at  times  goes  in  an  opiK)site  direction. 

It  is  further  complicated  by  the  strong  tides  tlowing  in  and  out  of  the  entrance 
of  these  straits  where  the  rise  and  fall  of  the  tide  is  about  8  feet.  It  was 
primarily  due  to  a  northward  current  of  this  sort  that  the  Valencia  went  ashore. 
The  log  of  the  Valencia  when  she  went  ashore  gave  a  distance  run  from  San 
Francisco  which  would  have  [ilaced  her  at  about  opposite  Vi\\ye  Flattery, 
although  she  was  actually  2."i  miles  north  of  that  iwint,  due  to  this  current, 
which  the  log.  of  course,  could  not  register.  Prof.  George  Davidson,  of  San 
Francisco,  for  whom  this  current  is  named,  and  who  is  probably  one  of  the 
highest  exi>erts  on  Pacific  coast  currents,  stated  emphatically  that  he  neverthe- 
less knew  very  little  about  this  current,  and  that  its  force  and  direction  were 
largely  unknown. 
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Now,  go  back  a  moment,  as  I  said  the  master  of  this  vessel  came 
out  from  San  Francisco  Harbor  and  came  about  189  miles  north,  and 
he  was  then  just  about  500  miles  south  of  this  point.  He  was  offshore 
far  enough  to  be  out  of  danger,  though  completely  enveloped  in  fog, 
and  he  steamed  for  500  miles  without  being  m  sight  of  a  single  light 
or  beacon  of  any  kind.  Endeavoring  to  locate  this  point  and  round 
the  turn,  he  thought  his  log  was  overrun ;  that  is,  that  the  log  gave  a 
greater  indication  of  the  distance  covered  than  the  vessel  had  really 
covered,  whereas  as  a  matter  of  fact  this  current  was  bearing  him  on 
at  a  greater  speed  than  he  thought,  so  that  at  the  time  he  was  trying 
to  round  this  point  here  [indicating],  believing  himself  to  be  near 
Cape  Flattery,  he  was  as  a  matter  of  fact  over  near  the  coast  of  Van- 
couver Island. 

That  is  one  of  the  things  that  caused  that  wreck.  I  do  not  pretend 
to  say  that  there  was  no  faulty  navigation  in  that  case,  or  perhaps  in 
many  of  these  other  cases;  but  anyone  can  readily  see  that  when  a 
man  has  been  out  of  sight  of  land  for  500  miles,  running  in  the  Pacific 
Ocean,  with  all  these  varied  and  changing  currents,  it  is  a  very 
difficult  matter  to  locate  himself  accurately;  and  if  he  is  trying  to 
keep  in  near  shore,  to  locate  a  light  on  shore,  he  may  get  aground.  On 
the  other  hand,  if  there  was  a  light-ship  located  out  here  [indicating] 
where  the  water  is  deep,  there  would  be  no  danger  of  a  vessel  getting 
ashore  while  endeavormg  to  locate  the  light. 

Mr.  TowNSEND.  Did  the  Light-House  Board,  at  the  time  we  took  up 
the  omnibus  light-house  bill,  have  all  these  facts  before  them  ? 

Mr.  CusiiMAN.  I  think  not. 

Mr.  Mann.  They  did.  They  had  all  the  facts  before  them.  And 
it  is  fair  to  say  that  while  thev  did  not  desire  this  item  put  in  the 
omnibus  bill,  thev  did  report  /avorablv  upon  the  individual  Senate 
bill.  *  * 

Mr.  CrsHMAN.  My  understanding  of  the  Light-House  Board  is 
that  they  feel  there  is  an  urgent  neea  for  this  light-ship,  and  not  only 
that,  but  they  go  to  the  further  extent  of  saying  that  they  think  this 
light-ship  is  more  urgently  needed  than  any  other  light-ship  that  has 
been  suggested  or  asked  for. 

Mr.  Mann.  They  never  intimated  that  to  the  committee. 

Mr.  Bi  RKE.  Have  you  got  their  report  on  the  Senate  bill? 

Mr.  Stevens.  That  does  not  indicate  it.  We  want  the  report  as  to 
the  comparative  project. 

Mr.  CrsHMAN.  As  to  that 

Mr.  Stb\'en8.  As  T  understand  it,  this  matter  was  submitted  to  the 
Light-House  Board  for  their  investigation  of  the  relative  importance 
of  various  projects.  They  did  not  put  this  in  their  report  as  of  the 
first  importance. 

Mr.  CrsHMAN.  I  do  not  think  they  did. 

The  Chairman.  I  understand  their  report  on  the  importance  of 
this  project  was  based  upon  the  limitation  of  the  gross  appropriation. 

Mr.  CrsHMAN.  That  is  true,  absolutely. 

Mr.  Bartlett.  The  question  was  put,  as  I  understand,  in  this  way : 
Providing  we  appropriated  so  much  money  for  light-houses,  which 
do  you  think  the  most  important?  That  was  the  question  put  to 
Captain  Sebree. 

Mr.  Gaines.  AVhat  was  Captain  Sebree 's  answer  to  that  question? 
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Mr.  Bartleot.  lie  denignarted  certain  places. 

Mr.  Mann.  As  to  Captain  Sebree,  of  course  I  do  not  like  to  quote 
Gtiptain  Sebree — he  speaks  for  himself,  and  nobody  has  the  right  to 
tipeak  for  him — but  the  impression  I  received  fi*om  my  talks  with 
the  Light -House  Board  last  year,  when  we  were  making  up  the  omni- 
bus bill,  was  that  they  never  had  rcj^arded  this  as  a  matter  of  great 
imi>ortance  until  this  going  ashore  of  the  Valencia^  and  that  attracted 
their  attention  to  the  matter;  that  they  were  investigating  it;  that 
they  did  not  give  very  much  consideration  to  the  report  of  some  non- 
experts who  constituted  the  commission  who  investigated  the  subject 
of  the  Valencia  disaster,  and  they  wanted  to  make  a  more  complete 
investigation  through  their  inspector  and  the  other  officials  out  there 
during  the  last  summer. 

Mr.  Cushman.  That  may  be  true. 

Mr.  Mann.  I  do  not  know  what  the  result  of  this  investigation 
was,  or  what  conchision  they  have  reached  in  reference  to  it. 

^Ir.  Cushman.  Perhaps  I  ought  not  to  quote  Captain  Sebree  in 
his  absence;  but  he  said  to  me  yesterday,  when  I  talked  with  hrni 
last  about  this  matter,  that  he  regarded  this  as  the  most  impoitant 
light-ship;  that  is,  as  a  project  which  was  needed  more,  and  more 
justified  by  the  situation  existing  there,  than  any  other  light-ship  in 
the  United  States. 

Mr.  Ryan.  That  is,  that  had  not  already  been  provided  for? 

Mr.  Mann.  I  think  that  was  partly  because  of  the  persuasive 
eloquence  and  hypnotic  power  of  the  distinguished  gentleman  from 
Washington. 

Mr.  Ryan.  The  Senate  increased  the  amount  of  the  omnibus  bill 
by  nearly  a  million  dollars,  and  did  not  include  this  item? 

Mr.  Cushman.  The  Senate  did  put  into  the  Senate  bill  this  par- 
ticular item,  but  the  House  failed  to  retain  it  in  the  bill. 

Mr.  Mann.  They  wanted  so  much  more  that  this  went  out. 

Mr.  Escii.  There  would  be  five  lights  at  the  mouth  of  the  Straits 
of  Juan  de  Fiica,  which,  with  the  new  one  that  the  British  Grovem- 
ment  is  establishing,  would  make  six.  Now,  it  occurs  to  me  that 
perhaps  the  multiplicity  of  lights  miglit  confuse  the  navigator 
going  in. 

Mr.  Cushman.  I  do  not  think  so,  for  this  reason 

Mr.  Stevens.  How  many  lights  have  a  radius  that  reaches  that 
point  there  on  the  map  [indicating]  ? 

Mr.  Mann.  The  fog  signals  have  a  capacity  that  reaches  that 
point.  There  is  no  trouble  about  -that  point.  It  is  contended,  how- 
ever, that  there  frequently  arises  a  local  fog  bank  out  at  the  point 
where  vessels  coming  from  the  south  would  turn  east  to  go  into 
Puget  Sound,  and  that  it  is  very  important  that  vessels  should  know 
what  point  to  turn,  because  if  they  drift  beyond  the  point  they  will 
run  on  Vancouver  Island,  and  if  they  turn  too  quickly  they  will  run 
on  the  mainland. 

These  local  fog  banks  that  arise  out  at  about  the  turning  point 
obstruct  the  light  at  night,  and  also  are  an  obstruction  and  resist- 
ance to  the  sound  of  the  f o^  signals.  '\Mien  the  vessel  is  in  the  ifog 
the  light  is  not  visible,  and  it  is  claimed,  I  presume  conclusively  and 
properly,  that  when  a  vessel  is  in  that  fog  bank  the  fog  throws  oflf 
Ihe  sound  practically  as  a  building  woula,  and  hence  they  can  not 
hear  the  fog  signals. 
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So  far  a«  that  i»  concerned^  I  have  no  doubt  myself,  that  a  light 
there  would  be  of  some  value,  and  the  only  question  to  my  mind  is 
whether  we  shall  throw  off  everybody  else  in  the  United  States  that 
wants  lights.  Here  is  Mir.  Greene,  of  Massachusetts,  that  wants  a 
ligbt  just  as  important  as  yours  [addressing  Mr.  Cu^man].  Here 
are  some  gentlemen,  and  we  had  others  the  other  day,  who  want 
li^ts  more  important  than  yours.  The  question  is  whether  we  shall 
report  out  individual  light  bills  or  make  up  another  omnibus  bill. 

Mr.  CusHBiAN.  Mr.  Chairman,  I  have  taken  up  too  much  time 
alpoady,  but  with  one  more  statement  I  will  close.  Not  only  is  what 
Mr.  Mann  said  true  with  reference  to  fog  signals,  but  a  part  of  the 
report  of  the  Valencia  Commission  shows  that  when  they  were  out 
there  making  the  examination  they  had  their  ship  a  mile  and  a  half 
beyond  this  point  w^hen  there  was  no  fog,  and  they  could  see  the 
steam  coming  out  of  the  fog  signal  repeatedly,  time  after  time,  but 
they  heard  no  sound. 

Mr.  Mann.  I  have  read  that  statement,  but  I  do  not  believe  it. 

Mr.  Adamson.  They  said  they  heard  no  sound. 

]|fi\  Kennedy.  That  would  he  altogether  possible  in  a  high  wind, 
if  the  wind  were  blowing  from  them. 

Mr.  Burke.  How  many  items  did  the  Senate  put  in  la-st  year 
besides  this  that  went  in  the  House  bill? 

Mr.  CusHMAN.  I  think  thev  put  in  Hinchinbrook  light. 

Mr.  Mann.  We  passed  the  Dili  in  the  House  for  $1,300,000  and  odd, 
and  the  Senate  passed  it  carrying  over  $1,900,000  and  odd. 

Mr.  CusHMAN.  The  Senate  addei3,  in  addition  to  what  the  House 
put  in,  this  light  vessel  that  we  are  now  discussing,  $150,000,  and  a 
light  and  fog  signal  at  Cape  Hinchinbrook,  Alaska,  $75,000.  The 
Mouse  retained  the  Hinchmbrook  fog  signal  and  eliminated  the 
other. 

Mr.  Mann.  The  House  retained  the  Hinchinbrook  item  and  in- 
creased it  from  $75,000  to  $125,000  in  conference,  because  they  said 
they  could  not  build  it  for  $75,000. 

Mr.  Burke.  They  must  have  selected  that  as  being  the  more  im- 
portant of  the  two. 

Mr.  CusHMAN.  I  presume  that  was  the  opinion  of  the  gentlemen 
who  were  framing  the  omnibus  bill. 

Mr.  Mann.  May  I  ask  you  another  question? 

Mr.  GusHMAN.  Certainly. 

Mr.  Mann.  You  have  referred  to  what  the  State  of  Washington 
did  get  in  the  omnibus  bill.  At  the  last  session  of  Congress  did  we 
not  provide,  through  this  committee  and  through  Congress,  a  con- 
siderable sum  for  the  establishment  of  a  new  life-saving  station  for 
the  entrance  of  Puget  Sound,  and  in  addition  provided  for  a  life- 
saA*ing  seagoing  tug,  the  only  one  in  the  world,  for  the  benefit  of 
your  territory? 

Mr.  CusHMAN.  That  is  true. 

Mr.  JL\NN.  So  that  we  were  not  exactly  niggardly  w^ith  you? 

Mr.  CusHMAN.  No;  I  do  not  mean  to  assert  that.  Of  course  I  am 
earnestly  in  favor  of  this  bill,  and  my  people  are.  They  feel  and  I 
feel  that  it  is  needed,  and  I  present  it  as  earnestly  as  I  can.  But  I 
want  to  say  in  conclusion  that  even  though  I  am  a  member  of  this 
committee  1  would  not  hold  out  for  a  moment  against  a  member  of 
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the  committee  if  he  felt  after  consideration  that  he  was  not  justified 
in  voting  to  report  this  bill. 

You  can  understand,  gentlemen,  the  feeling  out  there  that  was 
created  in  that  region  when  this  boat  went  ashore  there,  and  hung 
there  for  thirty-six  hours  before  she  went  to  pieces,  and  130  people 
washed  into  the  sea.  That  thing  has  occurred  year  after  year.  I 
have  here,  as  I  stated  a  few  moments  ago,  a  list  of  about  60  vessels 
that  have  been  wrecked  there  in  this  general  location — not  all  on  that 
precise  point,  but  most  of  them  on  the  shore  of  Vancouver  Island,  and 
most  of  them  from  the  primary  cause  that  they  were  trying  to  locate 
that  enti-ance  and  failed  to  do  it. 


Friday,  January  18, 1907. 
The  subconunittee  this  day  met.     Present:  Messrs.   Stevens  and 
Ryan. 

STATEMENT  OF  HON.  WILLIAM  S.   GBEENE,  A  BEFBESENTATIVS 
FBOM  THE  STATE  OF  MASSACHUSETTS. 

Mr.  Greene.  I  appear  here  in  behalf  of  Senate  bill  Xo.  4014,  to 
construct  and  place  a  light-ship  near  the  eastern  end  of  Hedge  Fence 
Shoal,  at  the  entrance  to  Vineyard  Sound,  Masssachusetts.  The  bill 
authorizes  the  Secretary  of  Connneree  and  Labor  to  have  constructed 
near  the  eastern  end  of  Hedge  Fence  Shoal,  at  the  entrance  to  Vine- 
yard Sound.  Massachusetts,  a  light-ship,  to  cost  not  exceeding 
$100,000. 

I  think  I  have  argued  before  this  full  committee  and  the  sub- 
conmiittee  also  in  regard  to  the  necessity  for  this  light-ship.  The 
shoal  there  is  very  dangerous.  I  have  received  a  git»at  many  letters 
from  seafaring  men  and  from  the  business  interests  of  lioston,  who 
are  more  directly  interested  in  this  proposition. 

Mr.  Stevens.  Please  state  what  conmierce  goes  by  there? 

Mr.  Greene.  The  entire  commerce  between  Boston  and  New  York, 
and  the  commerce  is  larger  in  extent  than  at  any  other  place  in  the 
United  States,  notwithstanding  the  remarks  that  were  made  by  niv 
friend  this  morning. 

Mr.  Ryan.  What  is  the  purpose  of  the  light-ship? 

Mr.  Greene.  To  protect  the  vessels  from  going  onto  this  long 
shoal,  which  extends  nearly  a  mile- 
Mr.  Ryan.  What  protection  have  they  now? 

Mr.  (treene.  Nothing  but  a  gas  buoy,  which  was  placed  there  last 
year  by  the  Light -House  Hoard,  about  where  this  light  veKsel  will  be 
stationed. 

Mr.  Ryan.  Have  you  had  a  great  many  wrecks  or  disasters  there? 

Mr.  (treenk.  I  can  furnish  a  map  showing  the  wrecks  that  have 
occurred  there  within  the  last  twenty-five  years.  They  are  so  great 
in  numlxn'  that  I  would  not  be  prepared  to  count  them.  They  go  up 
to  a  very  large  number.  This  is  to  be  an  aid  to  navigation  especially 
l)ecause  it  is  very  much  needed  and  the  danger  is  on  account  of  the 
thick  fogs  that  envelop  this  sound. 

Mr.  Ryan.  What  was  provided  in  the  bill  last  year  close  by  that 
locality? 
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Mr.  (iREENE.  I  tliink  the  nearest  is  the  Xobska  light,  which  is  on 
the  other  side  of  the  sound. 

Boston  is  getting  to  be  quite  an  ancient  city,  and  has  already  cele- 
brated its  276th  anniversary.  I  speak  simply  for  the  needs  of  com- 
merce. This  is  not  anything  that  would  materially  aflFect  my  district, 
although  it  is  located  in  the  district  which  I  happen  to  represent. 
It  runs  between  the  districts  represented  by  Mr.  Lovering  and  myself, 
but  the  light  will  be  located  within  the  confines  of  the  district  which 
I  represent;  but  it  is  not  especially  for  the  commerce  of  my  district, 
it  is  for  the  commerce  of  the  nation.  It  is  the  great  water  highway 
connecting  the  northern  and  southern  coasts  of  the  Atlantic. 

Mr.  Stevens.  Does  any  of  the  foreign  commerce  from  New  York 
pass  that  point? 

Mr.  Greene.  I  do  not  think  it  does. 

Mr.  Stevens.  Does  the  commerce  coming  from  the  Maine  coast  to 
Kew  York  pass  that  point  ? 

Mr.  Greene.  Yes,  sir. 

Mi\  Morse.  The  steamers  that  make  two  ports  pass  there.  We  have 
a  large  number  of  steamers  that  come  to  Boston  and  discharge  a 
cargo,  but  unfortunately,  owing  to  the  inland  rates,  we  are  not  able 
to  nirnish  satisfactory  ones,  and  thev  go  from  there  to  Baltimore  or 
Philadelphia,  or  Newport  News  to  load  up.  The  Antwerp  line  at 
every  sailing  does  that.  The  Hamburg  line  does  the  same  thing,  and 
tramps  are  incessantly  coming  with  cargoes  and  going  south  for  back 
cargoes.  All  shipping  from  the  south,  north  of  Cape  CJod,  pa.ss 
through  this  sound. 

Mr.  Greene.  There  is  to  be  a  passenger  line  established  by  the  New 
England  Navigation  Company,  which  is  a  branch  of  the  businass  of 
the  New  York,  New  Haven  and  Hartford  Railroad.  They  are  to 
open  a  new  passenger  line  from  Boston  to  New  York,  which  will  be 
put  in  operation  this  coming  summer.  There  is  a  number  of  prom- 
inent passenger  lines  that  go  through  the  Sound.  There  is  to  oe  an 
additional  line  that  will  carry  passengers.  This  is  really  in  the  inter- 
est of  commerce,  not  alone  of  the  district  I  represent,  for  I  do  not 
claim  it  affects  the  commerce  of  that  district  so  much  as  it  does  the 
commerce  of  the  nation.  I  am  not  speaking  for  it  only  from  the 
fact  that  it  happens  to  be  my  duty  to  put  it  in  here. 

Mr.  Stevens.  Will  it  cost  more  than  a  hundred  thousand  dollars  'i 

Mr.  Greene.  Yes,  I  think  we  will  probably  have  to  come  for  an 
additional  sum  later,  probably  fifteen  thousand  dollars.  The  bill 
which  has  already  passed  the  Senate  provides  for  $100,000,  but  all 
the  money  would  not  be  expended  at  one  time. 

Mr.  Ryan.  They  will  not  construct  it  unless  they  have  a  sufficient 
sum. 

Mr.  Greene.  I  think  it  would  be  as  well  to  amend  the  bill  so  as  to 
make  it  $115,000. 

Mr.  Stevens.  What  report  has  the  Light- House  Board  made? 

Mr.  Greene.  They  have  made  a  favorable  report. 

Mr.  Stevens.  They  report  favorably  on  almost  every  project, 

Mr.  Greene.  I  do  not  know  what  the  report  is.  I  do  not  say  they 
say  it  is  the  most  important  project. 

Last  year  I  had  two  light  vessels  authorized  by  this  committee  and 
by  Congress,  but  they  Avere  not  new  light  vessels.    One  was  to  replace 
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the  vessel  ajichored  at  Nantucket  and  the  other  was  to  i*eplace  the 
light  at  Hen's  Chicken  that  had  been  there  sixty  years*  The  old  one 
was  not  sufficient  and  they  had  to  put  in  a  steam  fog  whistle  on 
acoountrof  the  increased  travel.  Those  two  are  located  in  mv  district, 
but  they  were  in  no  sense  new.  This  Is  the  first  I  have  called  for  in 
the  way  of  a  light  vessel;  all  the  others  were  replacements. 

Mi\  Kyan.  Is  there  no  aid  to  navigation  there  now  ? 

Mr.  Grbjbn£.  There  is  a  gas  buoy. 

Mi\  Ryan.  But  prior  to  last  year  was  tliere  nothing  there? 

Mr.  Gre£^e.  I  think  not. 

Mr.  MoRSS.  There  was  a  spar  buoy  at  each  end, 

Mr.  Green B.  This  proposition  has  been  before  the  House  at  pre- 
vious times  and  has  lx»en  favorably  reported  by  the  Senate,  but  has 
not  come  out  of  this  committee.  I  only  speak  of  that  so  that  what- 
ever may  be  said  about  the  bills  allotted  last  year,  they  were  not  in 
any  sense  new  projects.  They  were  old  projects;  simply  renewals. 
The  vessel  now  at  Nantucket  has  recently  almost  gone  out  of  commis- 
sion* She  has  had  to  be  repaired  on  account  or  the  failure  of  her 
boilers.  The  vessel  stationed  there  is  entirely  inadequate  for  the  posi- 
tion she  holds.  She  is  42  miles  off  the  coast  and  is  the  first  vessel 
seen  by  the  foreign  steamers.    The  wnreless  station  is  also  there, 

Mr.  Ryan.  Have  the  masters  of  the  vessels  passing  this  point  ob- 
jected very  much  since  the  buoy  was  placed  there? 

Mr.  Greene.  Yes,  sir;  they  still  say  that  it  is  unsafe.  They  say 
that  the  gas  buoy  is  only  in  use  at  certain  seasons  of  the  year.  When 
the  ice  comes  they  take  it  up.  It  gets  out  of  order.  It  is  not  a  satis- 
factory guide  to  navigation  because  sometimes  it  turns  over.  It  is 
not  as  permanent  \\y  any  means  as  would  be  a  light  vessel. 

There  is  another  matter.  Senate  bill  3409,  which  provides  for  the 
construction  of  an  able  seagoing  tug  for  the  Revenue-Cutter  Service 
for  New  Bedford,  Mass. 

Mr.  Stevens.  This  subcommittee  has  no  jurisdiction  over  that 
matter. 

Mr.  Greene.  Very  well. 

I  would  like  to  have  Mr.  Daniel  D.  Morss,  secretary  of  the  Boston 
Chamber  of  Commerce,  give  you  some  views  in  relation  to  this 
matter.  He  knows  what  is  needed  by  the  maritime  interests  of  Boston 
and  also  of  New  York. 

Mr.  Stevens.  We  sliall  be  very  glad  to  hear  Mr.  Morss. 

STATEMENT    OF   MB.    DAJHEL    B.    MOESS,    SSOBETABY    CHAMBBB 
OF  COMMEBGE,  BOSTON,  MASS. 

Mr.  Morss.  I  did  not  come  to  Washington  with  any  idea  of  getting 
a  hearing  in  this  case.  I  came  as  a  delegate  to  the  National  Board 
of  Trade  and  have  not  any  figures. 

Mr.  Greene.  You  can  furnish  them? 

Mr,  Morss.  Yes,  sir.  As  to  the  amount  of  tonnage  which  passes 
through  there  I  believe  there  is  a  dispute  between  the  people  of  the 
Detroit  River  and  those  interested  in  the  Vineyard  Sound  as  to  which 
carries  the  greatest  amount  of  tonnage.  Either  one  carries  more 
than  any  other  place  in  the  world.  Every  vessel  engaged  in  trade 
between  any  of  the  southern  ports  and  the*^  ports  north  of  Cape  Cod 
passes  through  this  sound.     This  particular  shoal  is  about  a  mile  and 
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&  quarter  long,  running  lengthwise  of  the  sound.  The  idea  is  to 
flsice  this  light-ship  on  the  eastern  end  of  the  shoal  so  that  vessels 
coming  west,  especially  steamers,  who  have  to  go  through,  no  matter 
what  tne  weather  is,  can  have  the  benefit  of  it. 

In  case  it  is  thick  weather  they  are  unable  to  see  Nobska  light, 
which  is  4  miles  from  this  point.  If  they  can  hear  the  fog  horn  they 
can  locate  the  shore  and  go  either  north  or  south,  as  they  see  fit.  The 
steamships  are  interested  mainly.  The  sailing  vessels,  when  the 
weather  is  bad,  can  anchor  and  wait.  Many  of  these  vessels  go 
through  there  carrying  from  5,000  to  7,000  tons,  some  of  them  draw- 
ing 28  feet  of  water,  and  the  draft  of  the  vessel  decreases  the  amount 
of  the  channel's  width,  which  they  can  use  in  beating  back  and  forth — 
it  is  lessened.  When  we  found  that  this  bill  was  not  going  through 
last  year  I  had  a  talk  with  Captain  Sebree  to  see  if  he  could  not  re- 
lieve the  situation,  and  he  very  kindly  had  the  gas  buoy  placed  there. 
The  captams  have  expressed  themselves  very  much  gratified  to  get 
that  much,  but  that  gas  buoy  has  three  objections.  In  the  first  place, 
it  is  not  permanent.  A  great  many  tows  go  through  there,  as  you 
have  heard,  and  some  of  them  have  carried  the  gas  Duoy  off.  Tney 
go  through  with  a  rush,  and  if  the  man  steering  the  boats  that  are 
towed  is  careless  in  any  way  they  are  apt  to  pick  up  the  buoy  and 
carry  it  out  of  position,  which  makes  it  worse  than  if  it  were  not 
there.  In  the  winter  time  in  a  storm  where  there  is  spray  the  aper- 
tures through  which  the  air  is  admitted  to  keep  the  lamp  burning 
are  ordered  to  be  closed  up. 

Mr.  Ryan.  Have  either  of  those  two  objections  occurred  since  the 
buoy  was  established? 

Mr.  MoRSS.  Yes,  sir;  they  have  taken  it  up  already,  and  it  is  out 
of  commission  now,  right  at  the  time  of  year  when  most  needed. 

Mr.  Ryan.  Why? 

Mr.  MoRSS.  On  account  of  the  ice  closing  it  up  and  putting  the 
light  out.  It  then  becomes  an  obstruction  rather  than  an  aid  to 
navigation. 

Mr.  Ryan.  It  puts  the  buoy  out  of  business  ? 

Mr.  MoRSS.  Yes,  sir;  they  nave  also  been  compelled  to  take  up  two 
buoys  that  were  put  down  last  year. 

Mr.  Stevens.  Could  not  that  oe  remedied  by  making  the  light  of  a 
higher  power? 

Mr.  MoRss.  That  would  be  a  help,  but  it  would  not  do  in  the  case 
of  fog  or  storm. 

Here  is  a  condition  that  will  exist  during  the  coming  winter. 
Upon  the  consolidation  of  the  various  coastwise  steamers  by  Mr. 
C.  W.  Morse  the  Metropolitan  line  immediately  ordered  two  fast 
turbine  steamers  for  passenger  service  to  go  from  Boston  to  New 
York  in  fourteen  hours,  and  when  the  New  Yoric,  New  Haven  and 
Hartford  road  discovered  that  they  were  to  meet  competition  they 
ordered  two  similar  ships,  and  at  the  end  of  the  year  we  shall  have 
four  fast  passenger  steamers  plying  between  New  York  and  Boston, 
every  night  passing  each  other  through  this  Sound. 

Mr.  Grsene.  There  are  other  passenger  steamers? 

Mr.  Mossfi.  Yes,  sir;  the  Philadelphia,  Baltimore  and  Savannah 
boats  all  carry  quite  a  number  of  passengers,  but  not  so  many  as 
there  would  be  between  New  York  and  Boston.  Those  boats  are 
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frequently  full.  The  present  Metropolitan  line  between  New  York 
and  Boston  does  not  carry  passengers.  The  Philadelphia  boats  do, 
the  Baltimore  boats  do,  the  Savannah  boats  do,  and  Jacksonville 
boats  do. 

Mr.  Stevens.  They  all  pass  this  point? 

Mr.  MoRSS.  Yes,  sir;  every  one  of  them.  The  Onondaga  is  fast 
ashore  and  it  seems  probable  that  she  may  not  get  off.  The  sailing 
vessels,  if  they  are  embarrassed,  can  anchor,  but  the  steamers  must 
go  through  and  take  their  chances. 

Mr.  Stevens.  The  foreign  steamers  do  not  pass  this  point  ? 

Mr.  MoRss.  Xo,  sir ;  tliey  go  around  the  cape,  outside  the  light. 

Mr.  Ryan.  You  spoke  a  few  moments  ago  about  the  tonnage  pass- 
ing this  point,  have  you  any  figures  showing  the  number  or  vessels 
passing  that  point  ? 

Mr.  M0RS8.  I  went  to  Mr.  Chamberlin  to  see  if  I  could  get  some 
statistics  in  regard  to  the  tonnage,  but  I  could  not.  I  have  the  word 
of  Mr.  Palmer,  the  man  who  handles  the  Palmer  line,  that  272  ves- 
sels passed  this  point  in  24  hours.  I  do  not  mean  to  say  that  is  the 
average  daily  number,  but  at  one  time  they  amounted  to  272. 

Mr.  Ryan.  You  would  have  no  definite  means  of  finding  out  the 
number  of  vessels  and  the  tonnage  that  pass  this  point? 

Mr.  MoRSS.  I  think  not,  because  they  come  from  so  many  ports. 
We  could  take  the  receipts  from  New  \  ork  and  Boston  and  the  num- 
ber of  vessels  passing  there  from  Baltimore,  Newport  News,  and 
Philadelphia.  Then  there  are  the  barges.  They  take  three  or  four 
barges  at  a  time.  We  would  have  to  go  to  every  shipper  of  material 
along  the  coast  and  it  would  be  impossible  to  do  so.  I  asked  Mr. 
Palmer  if  he  thought^ it  could  l)e  done  and  he  said  "  no."  Mr.  Little- 
field,  who  was  here  this  morning,  had  a  letter  from  Captain  Crowley 
on  this  subject.  lie  is  the  captain  of  the  largest  fleet  on  the  Atlantic, 
com})rising  the  Thomas  Lauson^  seven  master,  which  carries  about 
8,000  tons;  the  W,  L,  Douglass^  six  master;  the  Winslow  firm,  in 
Portland,  who  have  a  great  many  vessels,  they  are  all  very  much 
interested  in  this,  because  where  they  have  so  much  capital  invested 
the  detention  is  a  matter  of  serious  importance. 

Mr.  Stevens.  What  is  the  prevailing  wind  at  the  different  seasons 
at  this  point? 

Mr.  MoRSS.  All  kinds;  everything.  It  is  right  out  in  the  open. 
If  there  is  a  storm  anywhere  within  100  miles  tliey  get  some  portion 
of  it  there. 

Mr.  Stevens.  Is  it  possible  to  have  or  maintain  a  light-house  for 
this  pur|)ose? 

Mr.  MoRss.  I  think  not.  I  might  say  about  the  steamers  l)etween 
New  York  and  Boston,  that  they  are  intended  to  be  fast  enough  to 
make  the  passage  in  fourteen  hours,  leaving  Boston  at  5  o'clock  and 
reaching  New  York  the  next  morning  at  7,  and  with  two  lines  in 
competition  they  are  going  to  strain  every  nerve  to  get  there  on  time. 

Mr.  Stevens.  How  deep  is  the  water  on  the  shoal? 

Mr.  MoRSS.  About  four  and  a  half  fathoms;  at  one  point  it  is  4 
fathoms.  When  you  have  vessels  drawing  28  feet  of  w^ater  you  want 
more  than  4  fathoms.  When  a  vessel  gets  on  that  sandy  shore,  you 
do  not  get  it  off  very  soon. 

Thereupon  the  subcommittee  adjourned. 
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Washington,  D.  C,  January  ^5,  1907, 
The  subcommittee  met  at  2  o'clock  p.  m.,  Hon.  James  E.  Mann  in 
the  chair. 

LIGHT-HOUSE  BOARD. 
STATEMENT  OP  CAPT.  UBIEL  SEBBEE,  UNITED  STATES  NAVY. 

The  Chairman.  Captain  Sebree,  will  you  tell  us  what  you  want  in 
the  First  light-house  district  ? 

Captain  Sebree.  There  is  a  light-ship  they  are  fighting  for  near 
Boston,  in  the  Second  light-house  district. 

The  Chairman.  How  about  the  First  light-house  district?  How 
about  Otter  Island,  Muscle  Kidffe  Channel,  West  Penobscot  Bay, 
Maine?  You  have  recommendea  an  appropriation  of  $18,000  to 
establish  a  light  and  fog  signal  station  there. 

Captain  Sebree.  Yes,  sir. 

Mr.  Stevens.  They  did  not  bother  us  about  that. 

Captain  Sebree.  I  think  if  thev  did  not  bother  you  you  should  not 
press  it,  because  they  have  already  gotten  a  good  many  things  up  in 
Maine.  In  other  words,  I  do  not  think  it  is  as  important  as  some 
other  things. 

The  Chairman.  So  far  as  this  report  is  concerned,  you  can  talk  as 
freely  as  you  please,  because,  if  we  nave  this  printed,  we  can  treat  it 
as  confidential,  in  the  main  at  least.  How  about  the  Second  district? 
I  believe  you  think  the  Hedge  Fence  shoal  light  vessel  is  needed,  do 
you  not  ? 

Captain  Sebree.  I  had  a  Member  of  Congi-ess  urging  that  upon  me 
the  other  day,  and  he  said  it  would  be  a  good  thing  to  have  it;  but  it 
is  not  so  absolutely  necessary  now.    I  do  not  think  it  is  at  all  urgent. 

The  Chairman.  We  were  almost  on  the  point  of  allowing  that  last 
year. 

Captain  Sebree.  I  know  you  were,  and  it  would  be  a  good  thing  to 
have  it,  and  if  I  could  get  it  I  would  be  very  glad  to  have  it. 

The  Chairman.  Mr.  Stevens,  were  you  present  at  the  hearing  at 
which  those  gentlemen  appeared  before  the  committee  the  other  day  ? 

Mr.  Stevens.  Yes,  sir. 

The  Chairman.  What  sort  of  a  showing  did  they  make? 

Mr.  Stevens.  They  claimed  that  there  were  a  great  many  vessels 
passing  through,  and  that  if  they  could  get  another  light  vessel  there 
it  would  be  a  good  thing. 

Mr.  Ryan.  The  secretarv  of  the  Boston  Chamber  of  Commerce 
claimed  that  that  point  ancl  the  straits  of  the  Detroit  River  are  the 
two  points  that  carry  the  greatest  amount  of  commerce  in  the  country. 

Mr.  Stevens.  They  claimed  further  that  there  will  be  two  fast  lines 
of  steamers  from  Boston  to  New  York  passing  by  this  point,  and  that 
they  can  not  make  fast  time  in  a  fog,  on  account  of  insufficient  lights. 

Captain  Sebree.  In  my  opinion  there  are  two  more  urgent  than 
that,  and  one  of  them  is  $130,000  for  the  Pacific  coast. 

The  Chairman.  Is  there  anything  else  in  the  Second  district  that 
is  absolutely  necessary? 

Captain  Sebree.  I  do  not  think  there  is  anything  else  in  that  dis- 
trict that  is  urgent.    If  you  are  only  going  to  give  one  thing  in  the 
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Second  district  here  that  light-ship  would,  in  my  opinion,  be  the  best 
thing  to  give. 

Mr.  Ryan.  That  is  the  most  important  thing  in  that  particular  dis- 
trict; but  in  the  United  States  there  are  others  more  important. 

Captain  Sebree.  I  would  want  two  others  before  the  Hedge  Fence. 

The  Chairman.  How  about  the  ship  channel  at  State  Ledge,  in 
Boston  Harbor? 

Mr.  Stevens.  If  the  Boston  Chamber  of  Commerce  were  down  here 
and  did  not  demand  that,  I  do  not  think  we  ought  to  bother  with  it 
verv  much. 

The  Chairman.  We  will  have  to  be  prepared  on  it. 

Colonel  Casey.  There  is  a  lig:ht-house  to  be  built  at  Southwest 
Ledge,  right  off  New  London,  which  we  have  not  the  complete  appro- 
priation for  yet. 

The  Chairman.  You  have  also  recommended,  in  the  last  two  years, 
a  light  at  Dog  Bar  breakwater,  at  the  entrance  to  Gloucester"  Har- 
bor—1^2,000. 

Colonel  Casey.  I  think  we  can  put  a  beacon  up  there  which  would 
answer  all  purposes.  That  would  not  necessitate  any  legislation.  It 
comes  out  of  the  general  fund. 

Captain  Sebree.  That  light  at  Dog  Bar  breakwater  has  been  rec- 
ommended for  a  good  while;  but  I  do  not  think  that  either  one  of 
those  are  urgent. 

The  Chairman.  Now  take  up  the  Third  district.  How  about 
Lloyd  Harbor,  New  York  ? 

Ciiptain  Skhree.  The  report  says:  '*The  Board  has  received  evi- 
dence that  the  interests  of  commerce  and  navigation  require  the 
establishment  of  a  light  at  the  entrance  of  Huntin^on  Harbor  and 
Lloyd  Harbor,  when  the  present  Lloyd  Harbor  light  can  be  dis- 
tinued." 

Mr.  Ryan.  That  would  require  only  a  small  amount  of  money. 

Captain  Sebree.  We  ask  for  $40,000.  We  will  have  to  build  a 
new  building  there.  I  think  if  you  give  anything  for  the  Third 
district  this  year  you  had  better  give  that. 

The  Chairman!  Whei-e  is  Lloyd  Hai-bor? 

Captain  Sebree.  It  is  right  close  to  Huntington  Bay,  and  right 
close  to  Oyster  Bay. 

The  Chairman.  The  present  light  is,  of  course,  not  merely  for  the 
benefit  of  local  commerce? 

Captain  Sebree.  Yes;  it  is.  It  is  not  a  light  for  going  up  Long 
Island  Sound. 

The  Chairman.  The  proposition  now  is  to  change  it  to  a  location 
where  it  will  serve  every  purpose  of  the  Lloyd  Harbor  light,  and  alao 
take  care  of  the  entrance  of  Huntington  Harbor. 

Mr.  Stevens.  Ls  there  much  business  there ! 

Captain  Sebree.  Not  in  a  certain  sense;  but  there  are  a  good  many 
vessels  going  in  there,  especially  in  the  summer  time.  Hundreds  of 
yachts  and  steamers  with  excursionists  go  in  there. 

Mr.  Stevens.  Thejr  have  their  rights,  and  we  have  to  protect  them. 

Captain  Sebree.  1  think  so,  and  I  am  in  favor  of  that  proposition. 

The  Chairman.  How  about  this  recommendation  with  reference 
to  Passaic,  N.  J.,  to  build  a  new  light  fog  signal  near  the  west  end  of 
the  draw,  near  the  Lehigh  Valley  Railroad  bridge. 
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Captain  Sebree.  We  asked  for  $15,000  for  that  purpose.  I  think 
vfe  had  better  put  the  signal  where  it  ought  to  be.  There  are  a  good 
many  vessels  going  up  through  that  railroad  bridge  and  the  channel 
is  now  changed  so  that  it  is  a  long  distance  off.  They  want  it  put  to 
where  the  channel  is. 

Mr.  Stevens.  It  is  principally  a  barge  and  towboat  business. 

The  Chairman.  The  report  says :  ''  Since  the  light  was  built  in 
1850,  the  channel  through  Newark  Bay  has  shifted  so  that  it  no 
longer  passes  near  this  light;  hence  a  more  efficient  fog  bell  is  neces- 
sary now  than  was  required  at  the  time  the  light-house  was  built." 
Is  that  right? 

Captain  Sebree.  Yes,  sir ;  it  no  longer  passes  near  this  light. 

Mr.  Ryan.  Is  this  for  the  benefit  of  general  commerce,  or  is  it  used 
by  one  railroad  company? 
'  Captain  Sebree.  It  is  not  used  only  by  one  railroad  company. 

The  Chairman.  There  is  a  large  commerce  at  Newark,  is  there  not? 

Captain  Sebree.  I  am  not  familiar  with  that  branch  of  the  sub- 
ject. 

The  Chairman.  If  your  statement  here  is  correct,  I  suppose  the 
present  light  is  of  very  little  value  ? 

Captain  Sebree.  Very  little.  They  want  it  mainly  for  a  fog  sig- 
nal-    If  it  is  light  and  clear  they  do  not  need  any  light  at  all. 

Mr.  Stevens.  That  is  the  reason  I  asked  whether  there  would  be 
much  business  done  at  night.  Barges  would  not  be  towed  much  at 
night  in  that  crooked  river. 

Captain  Sebree.  I  imagine  that  they  are  going  pretty  much  all  the 
time. 

The  Chairman.  How  about  Greeneville? 

Captain  Sebree.  I  think  that  is  all  wrong.  I  do  not  believe  I 
would  give  $75,000  to  build  a  light  there,  the  Pennsylvania  Railroad 
to  the  contrary  notwithstanding.  Of  course,  if  it  was  there  it  would 
benefit  them  and  benefit  everybody  else ;  but  I  do  not  think  it  is  at  all 
urgent. 

The  Chairman.  You  have  a  recommendation  here  about  Hunts 
Point,  East  River,  New  York.  In  your  report,  page  46,  you  quote 
letters  that  you  sent  in  four  or  five  vears  ago.  In  that  connection 
may  I  suggest  to  you  gentlemen  of  the  Board  that  your  annual  re- 
ports would  have  a  great  deal  more  weight  if  you  would  quit  incor- 
porating into  them  everything  you  have  put  into  former  reports 
about  additional  aids  to  navigation  for  years  back,  because  there  are 
550  many  of  them  that  we  do  not  pay  any  attention  to  them. 

Captain  Sebree.  I  am  very  glad  to  hear  3rou  say  that.  I  cut  out 
about  half  of  them  this  year  of  my  own  volition. 

The  Chairman.  When  you  go*  to  make  up  your  report  tell  the 
chief  clerk  to  cut  out  a  lot  of  these  old  matters. 

Captain  Sebree.  I  will  be  very  glad  to  consult  with  the  other  mem- 
bers of  the  Board  and,  so  far  as  I  am  concerned,  will  be  glad  to  cut 
them  out. 

The  Chairman.  Your  chief  clerk  has  been  there  so  long  that  he 
has  got  in  the  habit  of  doing  it  this  way. 

Captain  Sebree.  Do  not  put  the  blame  on  my  chief  clerk,  because 
he  comes  and  asks  me  about  them. 
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The  Chairman.  Let  me  ask  you  about  this.  You  are  a  naval  officer 
and  we  have  had  a  lot  of  claims  presented  here  with  reference  to 
damages  caused  by  revenue  cutters.  We  passed  a  bill  here  the  other 
day  containing  a  great  many  items  for  damages  caused  by  naval 
vessels,  and  there  are  some  bills  pending  in  the  House  for  damages 
caused  by  army  transports,  and  one  for  damages  caused  by  a  lignt- 
house  tender.  Does  the  other  side  ever  get  a  hearing?  Does  the  Gov- 
ernment ever  collect  damages  caused  by  other  vessels  to  its  propertv? 

Captain  Sebree.  Yes;  and  that  isiust  where  it  is  so  uniair.  We 
are  making  them  pay  right  along.  We  have  two  or  three  suits  pend- 
ing now,  and  I  have  collected  in  the  last  year  damages,  although  not 
to  any  great  amount.  If  a  vessel  runs  into  any  Government  vessel 
and  it  is  decided,  after  investigation,  that  the  other  vessel  was  at 
fault,  we  make  them  pay  the  damages.  Suppose  you  own  a  vessel 
and  you  run  into  a  Government  vessel.     It  is  decided,  after  investi- 

fation  by  the  Steamboat-Inspection  Service,  that  you  are  at  fault. 
Ve  immediately  ask  you  to  pony  up  for  the  repairs  of  that  vessel.  If 
it  is  a  company  that  owns  it  we  say  that  we  will  take  the  vessel  to  j'ou 
for  repair  or  w^e  will  repair  it  and  send  the  bill  to  you.  If  they  say 
they  will  not  pay  we  write  a  letter  for  the  Secretary  of  Commerce  anil 
Labor  to  sign  to  the  Attorney-General,  and  ask  him  to  bring  suit 
against  them.  Suit  is  brought  and  we  collect  it.  That  is  where  the 
matter  is  so  unfair. 

The  Chairman.  Is  that  also  done  in  the  Navy  ? 

Captain  Sebree.  Yes,  sir;  I  think  so.  I  have  not  had  a  case 
brought  to  my  attention  recently,  but  I  am  almost  sure  it  is.  It  is 
absolutely  a  one-sided  thing. 

The  Chairman.  I  wanted  to  find  out,  because  if  that  is  the  casc^ 
there  ought  to  be  some  general  law  passed  upon  this  subject.  In  one 
year  we  nave  appropriated  for  40  or  50  collisions  caused  by  the  fault 
of  naval  vessels. 

Captain  Sebree.  Not  in  one  year.  There  have  not  been  40  or  50 
collisions  in  the  last  year.  You  will  find  that  that  will  cover  a  great 
many  years. 

The  Chairman.  There  were  five  or  six  that  occurred  between  the 
date  of  reporting  the  bill  and  the  date  of  calling  it  up  in  the  House. 
There  were  a  dozen  that  occurred  between  the  date  of  the  introduction 
of  the  bill  and  the  report  of  it  in  the  House.  If  these  things  occur 
in  that  way  there  ought  to  be  a  general  law  covering  it. 

Captain  Sebree.  There  ought  to  be  a  law  allowing  the  other  fellow 
to  bring  suit.  As  the  law  now  stands  he  can  not  bring  suit.  If  we 
smash  into  a  man's  vessel  he  has  no  remedy. 

The  Chairman.  I  understand  you  are  well  fixed  at  Ambrose 
Channel. 

Captain  Sebree.  I  think  we  are  all  right.  I  do  not  think  we  need 
anything  there. 

The  Chairman.  Are  you  still  insisting  upon  this  light-house  depot 
at  Tompkinsville? 

Captain  Sebree.  Yes,  sir;  we  are.  That  is,  for  a  lamp  shop,  and 
prices  are  going  up  all  the  time. 

The  Chairman.  I  suppose  you  have  the  authority  to  build  that  I 

Captain  Sebree.  We  want  some  money  for  it  this  year. 

The  Chairman.  That  you  will  have  to  get  out  or  the  Committoi* 
on  Appropriations.     Now,  what  have  you  to  say  about  the  Fourth 
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light-  House  District?  You  have  here  an  item  for  a  tender  for  New 
York  Bay  and  Harbor  and  Lake  Champlain. 

Captain  Sebree.  That  is  for  a  little  tender  50  or  more  feet  long 
to  run  up  Lake  Champlain.  It  is  to  take  the  place  of  the  Nettle^ 
which  is  about  played  out.  It  has  to  be  small  to  go  through  the 
canaL  and  it  has  to  come  out  of  there  in  the  winter  time  before  it 
freezes  up.  We  have  been  asking  for  some  time  for  authority  to  get 
a  new  boat.  It  is  for  the  engineer,  and  I  think  it  would  be  a  good 
thing  to  give  it. 

The  Chairman.  That  is  a  tender  for  Lake  Champlain? 

Captain  Sebree.  Yes,  sir. 

The  Chairman.  That  would  be  both  an  inspector's  and  an  engi- 
neer's boat? 

Captain  Sebree.  Yes,  sir;  we  do  use  it  for  both.  It  would  come 
imder  the  engineer  for  general  work.  I  was  up  there  last  year  and 
I  went  on  the  engineer's  tender  a  part  of  the  time. 

The  Chairman.  Have  you  still  got  the  NettU^  or  has  she  been  sunk  ? 

Captain  Sebree.  No  ;  I  saw  her  the  other  daj^. 

The  Chairman.  Is  she  liable  to  sink  at  any  time? 

Captain  Sebree.  No;  we  are  not  going  to  let  her  sink.  I  made  a 
trip  on  her  last  summer. 

The  Chairman.  Does  she  not  work  all  right? 

Captain  Sebree.  Yes;  but  she  is  old,  and  we  employ  her  in  other 
places. 

The  Chairman.  But  if  she  is  a  vessel  that  can  be  used,  what  is  the 
need  of  a  new  one? 

Captain  Sebree.  Because  the  work  is  increasing  all  the  time,  as  it  is 
all  over  the  country. 

The  Chairman.  One  of  the  reasons  you  give  is  that  the  master's 
berth  in  the  pilot  house  is  shorter  than  the  master.  I  suggest  that 
possibly  the  wisest  way  to  overcome  that  would  be  to  get  a  new  mas- 
ter ;  get  a  stunted  man. 

Captain  Sebree.  She  is  used  around  the  harbor.  I  went  out  on 
one  of  them,  just  like  her,  the  other  day  in  New  York.  I  wanted  to 
go  up  into  the  Harlem  River. 

The  Chahiman.  Which  do  you  need  most,  a  tender  for  Lake  Cham- 
plain in  place  of  the  Nettle  or  a  tender  for  Porto  Rico? 

Captain  Sebree.  A  tender  for  Porto  Rico,  by  all  means. 

The  Chairman.  You  have  no  hesitation  in  saying  that. 

Captain  Sebree.  I  have  no  hesitation  about  it. 

The  Chairman.  What  do  you  do  now  at  Porto  Rico? 

Captain  Sebree.  I  have  got  the  old  Pansy  down  there,  and  I  said 
to  Inspector  Wood :  "  Don't  you  send  her  out  whenever  you  think  it 
is  not  proper  to  go ;  but  you  telegraph  to  the  Board  that  you  can't  do 
things,  and  why  you  can't  do  them." 

Mr.  Stevens.  How  much  work  have  you  down  there? 

Captain  Sebree.  We  have  not  got  a  great  many  lights.  I  think 
there  are  about  18  lights  around  the  island. 

The  Chairman,  liie  water  there  is  very  quiet  most  of  the  time. 

Captain  Sebree.  No;  they  say  not.  1  have  not  been  there,  but  I 
was  talking  to  an  officer  the  other  day,  and  he  said  that  right  off  San 
Juan  it  was  pretty  rough,  and  he  was  in  a  battle  ship.  It  is  not  a  verj' 
quiet   place. 
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The  Chairman.  When  we  were  down  there,  not  very  far  away 
from  that  point,  it  was  as  still  as  a  millpond. 

Captain  Sebree.  It  depends  a  good  deal  upon  tl%e  time  of  the  year 
when  you  are  there. 

The  Chairman.  Of  course  there  is  a  part  of  the  time  when  the 
weather  is  bad ;  but  with  only  18  lights  to  take  care  of 

Captain  Sebree.  ITiere  is  no  other  way  to  get  to  them.  There  is 
nothing  there  to  hire. 

The  Chairman.  What  does  it  cost  to  maintain  and  operate  the 
Pansy  f 

Captain  Sebree.  Roughly  speaking,  it  is  alx)ut  $2,000  a  month. 

The  Chairman.  What  would  it  cost  to  maintain  and  operate  a 
new  tender? 

Captain  Sebree.  A  new  one,  and  a  big  one,  that  would  go  to 
Guantanamo,  or  anywhere  else,  would  cost  probably  $2,500  a  month. 
I  am  not  counting  repairs  when  I  say  it  costs  $2^00  a  month  for  the 
Pansy,  The  cost  per  month  for  the  maintenance  of  a  tender  would 
depend  largely  on  the  amount  of  coal,  the  size  of  the  crew,  and  how 
often  she  run. 

Mr.  Stevens.  Do  you  operate  anything  at  Guantanamo  i 

Captain  Sebree.  No,  sir;  we  have  not  got  anything  there.  We 
send  over  from  Key  West,  from  the  Seventh  District,  once  or  twice 
a  year. 

Mr.  Stevens.  What  have  you  there? 

Captain  Sebree.  Nothing  except  some  lights  and  buoys. 

The  Ch.urman.  What  lights  have  you  there? 

Captain  Sebree.  We  have  got  one  light  on  the  point,  and  two 
range  lights,  and  are  putting  up  two  others.  We  have  got  four  or 
five  buoys,  and  somebody  has  to  go  there  to  fix  them.  In  point  of 
fact,  I  can  not  send  there  now.  I  told  the  inspector  not  to  go  now, 
because  I  have  nothing  to  give  him  to  go  in. 

The  Chairman.  What  do  you  mean  by  saying  that  somebody  has 
to  go  there  and  fix  them  ? 

Captain  Sebree.  The  buoys  will  not  stay  without  being  picked  up 
and  cleaned  and  put  in  place.  They  break  away.  We  ship  supplies 
and  oil  for  the  lights  down  there  from  New  York.  We  built  one  set 
of  range  lights  in  the  last  year,  and  w^e  have  just  authorized  two 
other  lights.  The  engineer  from  Key  West  is  going  to  send  over 
there  in  his  tender  to  do  the  work. 

The  Chairman.  You  have  asked  for  $150,000  for  a  new  tender  for 
Porto  Rico.     What  amount  would  you  require? 

Captain  Sebree.  Two  hundred  thousand  dollars. 

The  Chairman.  Which  do  you  regard  as  the  more  important,  a 
new  tender  for  Porto  Rico  or  a  new  tender  for  Hawaii,  or  a  new 
tender  for  the  Twelfth  District  ? 

Captain  Sebree.  We  have  got  one  for  the  Twelfth  District  already 
appropriated  for. 

The  Chairman.  You  have  been  asking  for  both  an  engineer's  and 
an  inspector's  tender. 

Captain  Sebree.  We  got  the  engineer's  tender.  The  tender  for 
Porto  Rico  is  the  most  important,  because  we  have  a  large  tender  on 
the  Pacific  which  can  help  us  out  at  Honolulu.  We  have  sent  a  sup- 
ply steamer  for  general  duty  on  the  Pacific  c<oast,  and  she  will  spend^a 
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part  of  her  time  at  Honolulu.  I  would  like  to  have  one  especiallv 
for  Honolulu ;  but,  if  it  comes  down  to  the  importance  of  it,  T  think 
the  tender  for  Porto  Rico  is  the  more  important. 

The  Chairman.  When  you  get  your  new  engineer's  tender  for  the 
California  district,  will  that  tate  care  of  you  fairly  well  ? 

Captain  Sebree.  Yes ;  it  will.  I  do  not  think  an  additional  tender 
there  would  be  as  important  as  the  other,  as  a  matter  of  fact.  That 
came  up  last  year,  and  I  think  the  committee  would  have  given  one 
or  the  other,  and  I  then  said  they  had  better  give  us  the  engineer's 
tender.  We  will  have  two  tenders  in  the  Twelfth  district,  and  I 
think  we  can  get  along  with  them. 

The  Chairman.  Last  year  the  committee  inserted  an  item  for  an 
inspector's  tender,  and  tlie  Senate  struck  that  out  and  inserted  an 
item  for  the  engineer's  tender. 

Captain  Sebree.  Yes;  and  I  think  I  am  partially  responsible  for 
that. 

The  Chairman.  I  remember  that;  but  I  did  not  know  how  much 
you  thought  you  needed  an  inspector's  tender. 

Captain  Sebree.  We  did  need  one;  but  they  asked  me  if  we  could 
only  get  one  which  one  we  wanted,  and  I  said  that  if  we  could  only 
get  one  I  would  recommend  they  give  us  the  engineer's  tender.  With 
two  tenders  in  that  district  I  think  we  can  get  along  fairly  well — 
when  we  get  them. 

The  Chairman.  How  about  the  Fourth  district? 

Captain  Sebree.  I  do  not  think  we  have  recommended  very  much 
for  that  district. 

The  Chairman.  How  is  the  situation  now  on  the  Delaware  River 
and  Bay?  Are  you  fairly  well  taken  care  of  there  with  what  we 
provided  last  year? 

Captatin  Sebree.  With  what  you  provided  last  year,  I  think  we  are. 

Mr.  Stevens.  There  were  six  or  seven  projects  for  that  district 
and  we  only  provided  for  four  or  five  of  them. 

The  Chairman.  They  cut  down  a  lot  of  them,  which  they  origi- 
nally called  for,  and  they  have  changed  the  location  of  some  o£  them, 
in  order  to  make  a  smaller  number  do. 

Captain  Sebree.  I  think,  in  the  general  bill  you  passed  last  year, 
that  you  provided  for  a  good  many  items. 

The  Chairman.  I  think  we  had  better  let  that  go  for  the  present. 

You  ask  for  a  relief  light-vessel  for  the  Fourth  district.  How 
about  that! 

Captain  Sebree.  I  would  like  mightily  to  have  that.  We  have 
got  three  or  four  of  them  out  there ;  but  when  one  goes  adrift  I  have 
to  borrow  from  another  district. 

The  Chairman.  You  have  no  relief  light- vessel  in  that  district? 

Captain  Sebree*  None  at  all. 

Mr.  Stex'ens.  How  many  light- vessels  have  you  in  that  district? 

Captain  Sebree.  In  that  district,  five. 

Mr.  Stevens.  Where  would  you  station  your  relief  vessel  ? 

Captain  Sebree.  We  keep  it  at  the  depot,  up  the  Delaware  River, 
and  keep  it  ready,  so  that  if  anvthing  gets  th^  matter  we  tow  it  out 
to  take  the  place  of  the  other.  We  had  one,  but  it  was  so  old  that  it 
was  not  worth  repairing.  I  got  authority  to  sell  her  and  got  about 
$1,000  for  her. 
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The  Chairman.  How  many  relief  light-vessels  have  you  got  in  the 
Third  district,  and  where  are  they  located? 

Captain  Sebree.  We  have  three. 

The  Chairman.  You  would  have  one  at  New  York? 

Captain  Sebree.  We  keep  one  at  New  York  and  we  generally  keep 
one  up  around  New  Tx)ndon. 

The  Chairman.  That  is  not  very  far  from  New  York. 

Captain  Sebree.  No;  but  that  is  what  we  have  to  do. 

The  Chairman.  Have  you  ever  had  it  happen  that  all  of  your  relief 
light -ve^ssels  were  needed* at  once,  owing  to  a  general  storm? 

Captain  Sebree.  I  don't  think  so.  There  has  been  no  such  occa- 
sion sinc«  I  have  been  there  in  two  years,  and  I  do  not  remember  of  a 
case  where  we  had  that  happen.  I  have  known  of  occasions  when  T 
had  to  send  one  from  Charleston,  S.  C,  to  help  them  out  in  Boston 
and  Portland,  Me. 

The  Chairman.  Suppose  we  now  take  up  the  Fifth  District.  You 
made  a  recommendation  last  year,  and  repeated  it  this  year,  for  a 
light  at  Great  Point  bar,  at  the  entrance  to  Little  Annemessex  River, 
Md.     You  have  a  buoy  there  now  ? 

Captain  Sebree.  Yes ;  I  am  not  so  very  familiar  with  the  situation 
there,  but  I  think  that  if  they  want  anything  there  we  could  put  up 
a  beacon  light. 

Mr.  Stevens.  There  is  not  very  much  business  there? 

Captain  Sebree.  There  are  a  number  of  vessels  passing  there. 

The  Chairman.  What  do  you  say  about  that? 

Captain  Sebree.  T  do  not  think  that  is  very  important. 

The  Chairman.  There  was  last  year  a  proposition  to  put  addi- 
tional aid  to  navigation  by  the  establishment  of  range  lights  in  Fort 
McHenry  channel  from  Patapsco  Bay  up  to  Baltimore. 

Captain  Sebree.  I  know  there  has  been  a  great  deal  of  correspond- 
ence about  that  matter. 

The  Chairman.  This  is  what  you  said  about  it  last  year : 

Fort  McHenry  channel  Is  the  only  channel  from  Chesai)eake  Bay  to  Balti- 
more which  Is  not  adequately  lighted.  The  Lazaretto  Point  light,  until  lately, 
was  a  guide  to  the  harbor,  but  its  recent  obstruction  by  the  erection  of  high 
buildings  now  practically  destroys  its  value  for  this  purpose.  Vessels  going  to 
and  from  Baltimore  have  asked,  because  of  the  obstruction  of  the  Lazaretto 
Point  light,  for  the  establishment  of  range  lights  as  a  guide  for  Fort  McHenry 
channel.  Plans  have  been  carefully  considered  and  the  most  feasible  of  them 
is  that  for  the  establishment  of  range  lights  with  the  front  light  near  the  inter- 
section of  the  Brewer  ton  and  Fort  McHenry  channels.  The  front  light  would 
also  serve  as  a  turning  point  for  vessels  going  into  or  out  of  the  harbor,  and  the 
rear  light  would  indicate  the  shoal  near  Rock  Point,  on  the  west  side  of  the 
Patapsco  River.  The  establishment  of  such  a  range  would  involve  considerable 
expense,  but  it  would  be  fully  justified  by  the  great  advantage  it  would  confer 
on  the  large  quantity  of  traffic  representing  the  commercial  interests  of  this 
vicinity. 

Captain  Sebree.  I  do  not  seem  to  find  that  in  this  year's  report. 
I  wonder  if  that  slipped  by  me  in  netting  the  report  out?  What 
did  we  re<*o'inmend  for  that  last  yearf 

The  Chairman.  You  recommended  to  us  the  passage  of  a  bill  car- 
rying $125,000. 

Captain  Sebree.  That  is  what  I  thought.  I  think,  if  you  will  let 
that  go  over,  that  I  can  look  it  up.  I  do  not  know  just  how  it  stands 
now,  and  do  not  know  just  what  our  last  report  was.  I  know  that 
it  has  not  died  out  at  all,  and  that  they  are  still  after  it. 
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The  Chairman.  How  about  the  establishment  of  two  beacon  lights 
at  the  mouth  of  the  La  Trappe  River,  Maryland?-  Last  year  you 
stated : 

This  river  has  been  improved  by  the  United  States  at  a  cost  of  about  $0,()0(>. 
The  project  for  improvement  called  for  a  channel  150  feet  wide  and  11  feet  deep 
across  the  bar  at  the  mouth  of  the  river.  It  is  proposed  to  mark  this  dredged 
cut  by  two  lighted  beacons.  Three  steamers  and  81  sailing  vessels  and  barges 
are  reported  as  plying  in  the  river. 

You  recommended  the  passage  of  a  bill  providing  for  two  beacon 
lights  at  a  cost  not  to  exceed  $10,000. 

Captain  Sebree.  Yes;    I  think  that  when  we  went  over  that  here, 
we  stated  that  if  we  could  get  the  money  we  could  do  that  without 
an  act  of  Congress. 

The  Chairman.  If  w^e  are  to  do  it  at  all,  we  might  as  well  do  it  in 
the  bill  as  any  other  w^ay. 

Captain  Sebree.  Then  you  had  better  put  that  in.  There  is  one 
thing  in  this  Fifth  District  that  you  can  easily  see  is  important.  I 
have  asked  for  it  for  a  good  many  years.  It  has  reference  to  this 
wharf  down  here  in  Washington.  It  is  absolutely  disgraceful  and 
we  can  not  do  anything  to  it.  We  lay  some  planks  along  it  but  we 
can  not  fix  it  up  properly.     We  have  asked  for  $i^0,000. 

The  Chairman.  Where  is  that ;  in  vour  report  ? 

Captain  Sebree.  It  is  on  page  72.  We  want  $30,000  for  it.  That 
estimate  was  made  some  time  ago.  The  piles  are  all  rotted  out  and 
we  can  not  put  buoys  on  it.  It  will  fall  dow^n  if  it  is  not  attended  to, 
and  we  can  not  spend  any  money  on  it  very  well  without  it  is  appro- 
priated. 

Mr.  Stevens.  What  do  you  use  it  for? 

Captain  Sebree.  It  was  previously  used  for  buoys  that  belong  in 
the  Potomac  River.  Instead  of  taking  them  down  to  the  mouth  of 
the  Potomac,  we  would  take  up  the  old  buoys  and  leave  them  there. 
It  is  a  Government  wharf  and  it  could  be  used  for  other  vessels. 

The  Chairman.  That  is  a  matter  that  is  under  the  jurisdiction  of 
the  committee  on  appropriations.  As  I  understand  it,  it  is  something 
that  is  already  there,  and  what  you  want  to  do  is  to  remodel  it.  IT 
you  want  to  build  an  entirely  new  wharf  and  it  is  a  new  proposition, 
we  would  then  have  jurisdiction  of  it. 

Colonel  Casey.  It  would  practically  amount  to  that. 

Captain  Sebree.  We  own  the  land. 

The  Chairman.  I  think  it  would  be  proper  in  the  other  bill.  You 
had  better  find  out  about  that.  You  will  probably  be  before  the  Com- 
mittee on  Appropriations  on  the  sundry  civil  bill,  within  a  few  days. 

Captain  Sebree.  Then  we  will  take  the  matter  up  with  them,  and 
if  they  say  it  is  not  under  their  jurisdiction  I  will  bring  it  back  to 
you. 

The  Chahiman.  How  about  a  light  vessel  for  Cape  Henry?  You 
have  been  recommending  one  there. 

Captain  Sebree.  There  have  been  several  wrecks  in  that  vicinity 
in  the  last  year,  and  the  steamship  companies  have  been  pushing  us 
very  hard  to  establish  a  light  there.  I  would  like  to  have  one  if  I 
could  get  it — either  that  or  the  Hedge  Fence.  As  between  the  two,  I 
would  rather  have  the  one  for  Cape  Henry. 

Mr.  Ste\'en8.  How  many  light- vessels  have  you  on  that  coast? 
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Captain  Sbbree.  We  have  one  at  Cape  Charles,  which  is  10  or  12 
miles  from  there.  There  have  been  some  wrecks  there  in  the  last 
year.  No  matter  how  many  we  had  there,  there  would  be  wrecks, 
and  we  could  not  prevent  it.  At  present  we  have  a  buoy  out  there 
with  a  very  powerful  light.  It  is  a  new  acetylene  gas  buoy,  and  thai 
helps  some. 

Mr.  Stevens.  How  far  out  do  you  put  those  buoys  ? 

Captain  Sebree.  We  put  them  about  6  or  8  miles  out  east  of  Cape 
Henry ;  but  in  foggy  weather  they  can  not  see  the  light  and  can  not 
hear  the  fog  whistle  at  Cape  Henry  so  far  out. 

The  Chairman.  That  is  for  vessels  going  south  and  coming  from 
the  south  ? 

Captain  Sebree.  Mainly  for  those  coming  from  the  north.  This 
would  be  placed  to  mark  the  channel. 

The  Chairman.  Can  not  the  vessels  coming  from  the  north  come 
around  the  light  vessel  east  of  Cape  Charles? 

Captain  Sebree.  Yes;  but  the  fact  remains  that  there  have  been 
several  wrecks  there. 

The  Chairman.  There  is  a  ffood  deal  of  commerce  there  carried  by 
vessels  going  south.  I  rememoer  going  down  to  Virginia  Beach  and 
counting  15  or  20  vassels  in  sight  there  at  one  time. 

Captain  Sebree.  There  are  hundreds  of  these  coasting  vessels. 

The  Chairman.  Some  of  them  are  6-masters,  as  I  remember? 

Captain  Sebree.  Yes;  there  have  been  quite  a  number  of  wrecks 
around  there. 

The  Chairman.  What  use  would  it  be  to  a  vessel  coming  from  the 
north  to  have  two  fog  signals  and  two  light-ships  right  in  the  same 
range? 

Captain  Sebree.  In  foggy  weather  they  do  not  go  right  close  in 
there,  because  if  he  is  bound  there  he  is  not  going  to  head  in  in  thick 
weather.  He  does  not  hear  this  whistle  and  he  brings  up  away  over 
here  [indicating].  I  mav  say  frankly  that  I  am  strongly  in  favor 
of  this ;  but  to  be  perfectly  frank  about  it,  some  of  my  brother  mem- 
bers on  the  Board  are  not  quite  as  strong  about  it  as  I  am. 

The  Chairman.  Whom  do  you  mean? 

Captain  Sebree.  Admiral  Reiter,  for  one.  T  have  not  talked  with 
Colonel  Casey  about  it  to  any  very  great  extent,  because  he  has  only 
been  there  a  short  time.  The  last  time  I  talked  with  Captain  Ross 
about  it  he  seemed  to  have  changed  his  mind.  I  talked  with  him 
because  some  member  of  Congress  asked  me  to  tell  him  where  there 
was  a  wreck  in  the  last  year  caused  by  the  want  of  an  aid  to  navi^- 
tion,  and  I  did  not  have  one  ri^ht  on  the  end  of  my  tonffoe.  He 
crowded  me  about  it  and  I  told  him  that  I  would  find  out;  that  I  did 
not  know  right  at  that  time.  I  can  not  keep  all  these  things  in  my 
mind. 

Captain  Ross  said :  "  Why  didn't  you  tell  him  down  at  False  Cape, 
where  we  ought  to  have  that  light-ship  ? 

The  Chairman.  You  do  not  want  a  light-ship  at  False  Cape? 

Captain  Sebree.  This  is  to  the  northward  of  False  Cape;  but  it 
would  protect  against  False  Cape,  and  if  authorized  it  might  be  de- 
cided to  put  it  on  False  Cape. 

The  Chairman.  I  should  think  that  a  ship  coming  around  from  the 
north  would  be  rather  off  his  reckoning  ii  it  should  run  into  False 
Cape  in  trying  to  come  in  by  a  light-ship  at  Cape  Charles. 
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Captain  Sebree.  She  wonld  be  off  her  reckoning.  False  Cape  is 
26  miles  south  of  Cape  Hatteras;  but  if  a  vessel  has  been  out  four  or 
five  days  without  any  sight,  25  miles  is  not  very  far  for  her  to  be  off^ 

The  Chaikmak.  Is  that  all  in  the  fifth  district? 

Captain  Sebree.  Yes. 

The  Chairman.  How  about  the  sixth  district? 

Captain  Sebree.  I  do  not  think  we  ask  for  much  there. 

The  Chairkan.  You  are  building  a  light- vessel  and  tender. 

Captain  Sebree.  We  are  building  a  light- vessel  and  tender. 

Colonel  Casey.  We  have  no  tender  in  the  sixth  district  now.  We 
have  got  a  little  naptha  launch. 

Captain  Sebree.  We  have  got  the  old  Wisteria. 

The  Chairman.  WTiat  has  become  of  the  Pharos  ? 

Captain  Sebree.  She  is  a  wooden  vessel,  and  we  have  got  her. 

The  Chairman.  You  have  two  naptha  launches. 

Captain  Sebree.  Yes ;  the  Wisteria  is  still  going. 

Colonel  Casey.  She  is  occupied  in  the  south  a  good  deal  and  we  do 
not  have  anything  to  use  around  th^re. 

The  Chairman.  You  soon  will  have  a  new  tender  there.  I  do  not 
think  you  can  complain  of  Congreas  about  that,  because  that  tender 
was  authorized  three  years  ago. 

Captain  Sebree.  No,  sir;  we  can  not  complain. 

The  Chairman.  And  you  have  not  commenced  work  on  her  yet. 
It  took  you  two  years  berore  you  advertised  for  bids. 

Captain  Sebree.  I  admit  it  was  neglected  in  our  office.  I  was  there 
a  part  of  the  time  and  was  res}3onsible  for  part^  of  it;  but  I  was  not 
there  all  the  time. 

The  Chairman.  How  about  the  Seventh  district? 

Colonel  Casey.  We  had  a  lot  of  beacons  knocked  down  by  a  storm, 
and  we  are  building  them  up  now. 

The  Chairman.  \Ve  take  care  of  that  through  the  Committee  on 
Appropriations. 

Captain  Sebree.  I  want  a  tender  for  that  district.  The  Lavrel  is 
one  of  two  that  we  have.  I  started  to  sell  her  last  year  and  was  about 
to  do  it,  but  the  inspector  who  was  running  her  said  he  could  make 
her  go  another  year ;  but  he  has  reported  that  he  will  have  to  quit,  and 
that  he  will  not  take  the  responsibility  of  sending  her  out. 

The  Chairman.  The  Lwiirel  is  no  good  ? 

Captain  Sebree.  She  is  no  good  and  we  have  got  to  sell  her. 

The  Chairman.  You  now  have  the  Laurel  and  the  Mangrove  for 
buoy  tenders? 

Captain  Sebree.  Yes. 

The  Chairman.  And  the  Arbutus  and  Ivyf 

Captain  Sebree.  Yes;  they  belong  to  the  Seventh  and  Eighth 
districts.  We  have  got  the  Mangrove  and  I  am  now  repairing  her 
at  a  cost  of  $30,000.  She  cost  $73,000  ten  years  ago.  I  tried  to  fix 
her  up,  and  the  lowest  bid  I  got  for  it  was  $73,000.  I  got  one  other 
bid  at  $80,000.  I  sent  to  every  ship  builder  in  the  country,  and  that 
was  the  best  I  could  do.  That  was  an  estimate  to  ^ve  her  new  en- 
gines and  boilers.  I  cut  them  out,  so  that  the  repairs  are  going  to 
cost  $30,000,  keeping  the  same  old  engines  and  the  same  old  boilers. 

The  Chairman.  You  think  you  need  a  new  tender  there? 

Captain  Sebris.  I  do  think  we  need  a  new  tender  in  the  Seventh 
District.  There  has  been  a  special  letter  written  about  that  since 
this  report  was  made. 


46  AIDS   TO    NAVIGATION. 

The  Chairman.  Written  to  whom?     * 

Captain  Sebuee.  Written  to  Coneress.  I  prepared  the  letter  for 
the  ^cretarv  of  Commerce  and  Labor  to  sign.  It  goes  then  to  the 
Secretary  oi  the  Treasury,  and  he  sends  it  to  the  Speaker  of  the 
House. 

The  Chairman.  It  is  one  of  the  greatest  mysteries  to  me  that  there 
is  no  administrative  department  in  the  Government  which  has  the 
slightest  conception  of  how  to  proceed  to  get  legislation  out  of  Con- 
gress. You  might  as  well  have  whistled  to  the  wind  as  to  do  what 
you  have  done. 

Captain  Sebree.  We  have  got  to  find  that  out  by  experience.  I 
found  it  out  by  coming  over  here  to  see  you  about  another  tender 
for  Mississippi  River.  If  I  had  not  come  to  you  and  asked  you  about 
it  that  letter  would  have  been  lying  there  yet. 

The  Chairman.  Certainly. 

Captain  Sebree.  I  do  not  know  who  the  members  of  Congress  from 
Florida  are. 

The  Chairman.  You  do  not  need  to  go  to  them.  The  proper 
thing  for  you  to  do  in  all  these  cases  is  to  call  the  attention  of  some 
ineim)er  ot  the  committee  which  has  charge  of  the  matter. 

Captain  Sebree.  I  shall  do  that  in  the  future,  and  do  it  in  the 
proper  way.  I  know  the  Secretary  of  Labor  and  Commerce  pretty 
well,  and  I  can  go,  as  I  did  in  this  case,  and  ask  his  authority  to  come 
and  speak  to  you  about  it. 

The  Chairman.  The  truth  is  that  every  day  the  Speaker  of  the 
House  of  Representatives  receives  from  one  to  twenty  communications 
of  this  kind  from  the  different  Departments  of  the  Government. 
They  are  referred  to  certain  committees,  and  nobody  ever  sees  them. 
They  are  never  j)rinted  in  the  Record.  Nobody  sees  them  except  the 
fellow  who  sends  them  in.  The  committee  does  not  stop  to  read  these 
things  unless  their  attention  is  called  to  them,  because  they  have 
other  work  to  do. 

Captain  Sebree.  I  have  been  finding  that  out;  but  we  have  to  go 
by  the  regulations,  and  it  is  not  proper  for  me  to  come  before  you, 
imless  I  am  sent,  to  talk  about  these  matters.  I  can  not  come  without 
the  authority  of  the  Department  in  which  I  am  serving.  I  will  state 
to  you  right  now  that  if  you  will  put  in  a  provision  for  a  light-house 
tender  for  the  Seventh  light-house  district  you  will  find  a  letter  here 
stating  the  reasons. 

The  CiiAiR.AiAN.  The  letter  is  probably  before  our  committee  and 
supposedly  before  us,  as  we  are  tne  committee  that  has  it  in  charge; 
but  we  never  heard  of  it. 

Captain  Sebree.  The  clerk  of  the  committee  has  it,  I  suppose. 

The  CiiAiR.MAN.  T  presume  so;  and  I  presume  it  is  filed  away  where 
it  belongs.  I  may  state  to  you  that  you  put  so  much  stuff  in  your  re- 
ports that  you  do  not  want  that  we  do  not  pay  much  attention  to 
what  you  say,  because  we  don't  know  whether  you  mean  it  or  not. 

Captain  Sebree.  T  think  this  is  a  necessary  provision,  and  if  you 
will  make  a  note  of  that  I  can  write  you  a  letter  with  reference  to  it. 

The  Chairman.  We  do  not  want  anything  more  about  that  now. 
We  will  find  out  all  about  it  now ;  but  we  never  heard  of  it  before. 

Captain  Sebree.  And  make  it  $200,000. 

The  Chairman.  Which  would  you  think  was  the  more  essential, 
this  light-house  tender  or  the  Porto  Rico  tender,  if  you  could  onl}^ 
have  one  ? 
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Captain  Sebree.  I  really  think  I  will  stick  to  the  Porto  Rico  tender, 
if  I  can  only  have  one.  They  do  not  seem  to  want  to  give  anything 
for  Porto  Rico. 

The  Chairman.  How  about  a  light-house  at  CaT)e  Romano,  in  the 
Seventh  district — ^"  Cape  Romano,  on  the  island  forming  that  cape, 
about  33  miles  southeast  from  Sanibel  Island,  Florida."  You  say  in 
the  report : 

The  Gulf  coast  of  Florida  between  Sanibel  Island  and  Key  West,  something 
over  100  miles,  is  without  a  single  light.  There  is  quite  a  large  commerce  car- 
ried on  between  Florida  ports  above  Sanibel  Island  and  Key  West  and  Cuba, 
osing  a  route  along  the  west  coast  of  Florida,  and  a  light  at  Cape  Romano 
would  be  of  great  benefit  The  island  forming  the  cai)e  was  reserved  for  light- 
house purposes  by  the  Executive  order  dated  January  9,  1878. 

The  estimated  cost  of  that  is  $35,000.  You  have  increased  it  to 
S45,000. 

Captain  Sebree.  I  do  not  think  that  is  an  urgent  thing. 

Tlie  Chairman.  How  about  the  Eighth  district? 

Colonel  Casey.  The  Horn  Island  light  was  completely  wiped  out, 
and  where  it  stood  there  is  a  channel  six  feet  deep. 

The  Chairman.  What  need  have  you  for  a  light  there  if  you  have 
a  channel? 

Colonel  Casey.  We  will  have  to  build  some  kind  of  a  beacon  there 
on  that  point.    It  did  not  carry  away  the  whole  island. 

The  Chairman.  How  much  of  a  light  did  you  have  there  before  ? 

Colonel  Casey.  I  think  it  was  a  third-order  light. 

The  Chairman.  What  sort  of  foundations  did  it  have? 

Colonel  Casey.  It  did  not  have  as  good  foundations  as  it  should 
have  had. 

The  Chairman.  What  became  of  the  light -house  keeper? 

Colonel  Casey.  He  was  drowned  and  his  wife  was  drowned. 

The  Chairman.  Did  he  leave  any  children? 

Colonel  Casey.  I  think  he  had  some  children,  but  they  were  all 
drowned.  There  is  a  light-house  on  Sand  Island,  right  off  Mobile. 
Sand  Island  was  completely  carried  away  during  that  storm;  but 
that  light-house  tower  stood  on  this  little  mound  of  riprap  that  was 
placed  around  it  and  was  not  injured  at  all. 

Mr.  Stevens.  What  are  you  going  to  do ;  fill  it  in  ? 

Colonel  Casey.  We  are  going  to  put  more  riprap  around  it  and  try 
to  save  it. 

The  Chairman.  You  have  a  light  there  50  feet  high? 

Captain  Sebree.  It  is  nearer  150  feet  high;  it  is  a  very  high  one. 

The  Chairman.  This  report  says  that  this  light  was  finally  discon- 
tinued. 

Captain  Sebree.  It  says  that  the  Sand  Island  range  light  was  dis- 
continued. 

The  Chairman.  Where  is  the  Sand  Island  light? 

Captain  Sebree.  We  have  not  said  anything  about  that.  I  left  out 
a  lot  of  these  thingB  in  this  report. 

Colonel  Casey.  That  w^as  in  good  condition ;  but  when  I  was  down 
there  a  few  weeks  ago  I  could  not  land  on  it  becjiuse  the  surf  was  so 
high. 

The  Chairman.  You  say  you  need  a  light  on  Horn  Island? 

Captain  Sebree.  No,  sir;  my  recollection  is  that  we  recommend 
putting  that  light  in  another  place.  There  has  got  to  be  some  kind  of 
a  beacon  on  Horn  Island. 
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The  Chairman.  What  is  the  necessity  for  putting  a  light  there? 

Captain  Sebreg.  Instead  of  rebuilding  the  Horn  Island  light  there 
is  a  recommendation  to  put  the  light  over  on  the  other  side. 

The  Chairman.  Have  you  got  to  have  a  new  light  there  to  take  the 
place  of  the  Horn  Island  lipht? 

Captain  Sebreb.  There  is  a  rec(»nmendation  to  build  a  light  in 

Elace  of  the  Horn  Island  light,  but  that  is  in  the  urgent  deficiency 
ill.     I  think  you  had  better  let  this  go  over  until  we  can  look  it  up. 

The  Chairman.  How  about  Sabine  Pass!  What  has  been  done 
there  ?     You  ask  for  $40,000  for  a  light-house  at  Sabine  Pass. 

Captain  Sebree.  I  do  not  think  that  is  so  very  urgent 

The  Chairman.  There  was  some  legislation  in  Congress  last  ses- 
sion that  will  determine  that. 

Captain  Sebree.  We  have  built  a  light  at  Sabine  Bank,  which  is  12 
miles  south  of  there,  and  that  is  in  operation. 

The  Chairman.  You  have  a  recommendation  for  a  light-house 
depot  near  Fort  San  Jacinto,  in  Galveston  Harbor. 

Captain  Sebree.  Yes;  we  would  like  to  have  something  there. 

The  Chairman.  You  now  change  your  request  from  $18,000  to 
$5,000.  I  supi)ose  you  can  do  that  out  of  your  general  fund,  and 
probably  ani  doing  it  ? 

Captain  Sebree.  We  have  not  done  it  vet.  Of  course  we  could  do 
that. 

The  Chairman.  AVhat  do  you  want  there? 

Captain  Sebree.  I  want  $5,000. 

The  Chairman.    For  what? 

Captain  Sebree.  Simplv  to  put  a  wharf  in  there.  We  want  $5,000 
for  a  buoy  wharf  at  San  Jacinto,  near  Galveston. 

The  Chairman.  You  ask  for  a  new  tender  down  here.  I  suppose 
if  you  should  get  a  new  tender  for  the  Seventh  District  that  would 
do  for  both  ? 

Cabtain  Sebree.  That  is  a  tender  that  they  are  urging  for  use  in 
the  sounds. 

The  Chairman.  That  is  because  the  heavy  tender  can  not  go  in 
there  ? 

Captain  Sebree.  Nothing  but  small  things  can  go  in  there,  and 
when  they  want  to  go  in  there  now  they  have  to  hire  a  vessel. 

Mr.  Stevens.  There  is  not  much  for  it  to  do  ? 

Captain  Sebree.  Yes ;  there  are  a  good  many  lights  there. 

The  Chairman.  You  say : 

The  extent  of  the  district  makes  about  700  miles  of  direct  steaming  neceasary 
for  the  tender  to  go  from  one  end  of  it  to  the  other. 

Captain  Sebree.  That  would  be  from  Mobile  to  Rio  Grande,  going 
right  along  the  coast. 

The  Chairman.  The  light  stations  in  these  lakes  are  now  inspected 
and  supplied  by  hired  vessels?  Do  you  know  what  the  cost  is  at 
present? 

Captain  Sebree.  No  ;  I  could  not  tell  you  that.  They  have  to  pay 
about  $25  a  day  for  a  boat  when  they  go  around  on  an  inspection. 

The  Chairman.  Do  you  need  anything  in  the  Ninth  District,  on 
Lake  Michigan?  The  Lake  Carriers,  the  other  day,  insisted  that 
there  should  be  a  light-house  in  place  of  the  light-ship  at  White 
Shoals. 
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Captain  Sebree.  Yes,  sir. 

The  Chairman.  What  would  that  cost? 

Captain  Sebree.  $250,000.    We  just  got  in  the  estimate  yesterday. 

The  Chairman.  How  much  of  that  is  for  the  foundation  ? 

.Colonel  Casey.  About  $150,000  of  it  is  for  the  foundation. 

Mr.  Stevens.  'What  is  the  difference  in  the  service  that  you  will  get 
out  of  it? 

Captain  Sebree.  A  light-ship  has  to  be  removed  early  in  the  season 
and  it  does  not  get  out  until  pretty  late  the  next  season.  They  have 
a  great  deal  of  navigation  after  the  light-ship  is  removed,  and  they 
have  no  light  to  go  by. 

The  Chairman.  They  have  a  light  vessel  there  at  Grays  Re^f. 

Captain  Sebree.  Yes;  but  all  of  those  things  are  away  in  the  worst 
*?eason  of  the  year,  and  you  can  not  put  them  back  when  navigation 
opens.     You  can  not  fix  them  so  they  will  stay  there. 

The  Chairman.  As  I  understand  it,  their  claim  is  that  in  the  early 
part  of  the  year  and  in  the  late  portion  of  the  year  the  only  light 
they  have  is  the  one  at  Waugoshance,  and  that  the  others  are  all 
lights  that  are  taken  away? 

Colonel  Casey.  That  is*^  the  pith  of  the  matter. 

The  Chairman.  Is  there  not  now  a  buov  down  near  Manitmi 
Island  ? 

Captain  Sebree.  Yes. 

The  Chairman.  If  we  should  provide  for  a  light-house  at  White 
Shoals  could  the  vessel  at  'White  Shoals  be  properly  transferred  to 
North  Manitou  Isle,  or  the  shoal  where  the  gas  buoy  is  now  ? 

Captain  Sebree.  Yes. 

The  Chairman.  That  vessel  would  be  a  suitable  vessel. 

Captain  Sebree.  Yes;  but  I  have  put  in  for  $50,000  for  a  light 
vessel.  If  that  light-house  was  provided  for  now  there  is  no  chance 
that  the  light-house  would  be  in  operation  for  three  or  four  years. 

The  Chairman.  Very  likely  not;  but  the  light  vessel  would  still  be 
good  at  the  end  of  that  time. 

Captain  Sebree.  If  we  keep  her  repaired,  I  guess  she  will. 

The  Chairman.  It  was  a  pretty  trim  looking  vessel  when  I  saw  it. 

Captain  Sebree.  We  are  spending  $18,000  now  on  three  of  them. 
I  think  thej^  have  them  at  Sheboygan. 

The  Chairman.  I  would  like  to  say  to  vou  that  I  had  a  very 
pleasant  trip  last  summer  on  that  inspector's  tender.  Some  people 
with  whom  I  am  acquainted  say  that  I  am  inclined  to  be  a  little  bit 
critical  at  times ;  but  of  course,  I  don't  think  I  am.  I  found  every- 
thing in  mighty  good  shape  around  there,  so  far  as  care  could 
make  it. 

Captain  Sebree.  I  am  glad  to  hear  it.  Orchard  is  a  very  good 
man. 

The  Chairman.  I  think  the  light-house  there  would  make  the  best 
housewives  almost  turn  green  with  envy,  if  they  saw  how  they  art? 
kept. 

Captain  Sebree.  I  would  like  to  take  you  ^ntlemen  to  one  I  vis- 
ited the  other  day  at  Cape  Hatteras.    That  did  not  look  so  well. 

The  Chairman.  $250,000  is  a  considerable  sum  of  money.  Upon 
what  is  your  estimate  based  ? 

Captain  Sebree.  Major  Judson  sent  in  that  estimate. 
A  N-07 4 
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The  Chaiuman.  Tliat  is  a  good  deal  of  a  guerfs? 

Captain  Serree.  I  exj>ect  it  is,  without  going  out  there  and  mak- 
ing borings.  Perhaps  that  wouhl  be  in  20  feet  of  water.  T  don't 
know  just  what  the  soundings  are. 

The  Chairman.  I  think  likely  it  is  in  20  feet  of  water  or  pretty 
close  to  it. 

Colonel  Casev.  ^'ou  may  have  a  storm  some  day  that  will  come 
along  and  destroy  all  that  you  have  put  down,  so  that  yon  have  to 
have  a  very  large  contingent  fund. 

Captain'  Sebree.  There  was  one  built  out  in  California,  and  my 
recollection  is  that  it  cost  in  the  neighborhood  of  $7r)0,(X)0. 

The  Chairman.  I  wonder  what  Waugoshance  cost?  That  is  built 
on  rock  and  is  absolutely  under  water? 

Colonel  Casey.  They  probably  had  a  good  foundation  there. 

Captain  Sebree.  We  had  a  bill  introduced  asking  for  $150,000  for 
that.  We  got  a  report  on  it  yesterday  and  the  colonel  and  I  talked 
about  the  matter  this  morning. 

The  Chairman.  What  bill  was  introduced? 

Captain  Sebree.  There  was  a  bill  introduced  bv  Mr.  Burton,  I 
think,  and  he  put  it  at  $100,000. 

The  Chairman.  How  about  the  light  you  ask  for  at  Pointe  aux 
Barques,  Manistique,  Lake  Michigan  ?  That  was  authoried  in  1893. 
Why  didn't  you  get  the  money  for.  it  ?  You  can  get  the  money  out 
of  the  Committee  on  Appropriations  if  you  make  an  estimate  for  it, 
ask  for  it,  and  it  is  needed. 

Captain  Sebree.  I  don't  know  just  where  that  is  on  the  lake. 

The  Chairman.  I  think  Captain  Orchard  told  me  that  was  needed. 

How  much  of  a  necessity  is  there  for  a  light  vessel^at  North  Mani- 
ton  Isle  Shoals,  in  addition  to  what  is  there  now  ? 

Captain  Sebree.  I  never  heard  of  that  until  the  Lake  Carriers  were 
in  the  other  day.  Of  course  that  buoy  is  moved  away  when  the  ice 
comes  in. 

The  Chairman.  That  was  not  the  argument  that  was  made  here. 

Captain  Sebree.  The  argument  is  that  they  want  a  fog  signal 
there  to  show  where  the  turn  is,  and  I  thought  that  argument  was 
good.  In  view  of  the  great  increase  of  traffic,  I  think  that  would  be  a 
good  thing  and  a  proper  thing  to  do. 

The  Chairman.  Of  coui'se  those  vessels  navigate  regardless  of 
whether  it  is  day  or  night. 

Captain  Sebree.  Yes;  and  they  go  full  speed.  I  think  the  traffic 
there  is  increasing  a  great  deal  all  the  time.  I  rather  thought  that  the 
Lake  Carriers'  Association  were  pretty  moderate  in  coming  in  and 
asking  for  only  four  things.  They  had  boiled  it  down  from  probably 
dozens  of  things. 

The  Chairman.  While  we  are  on  this  district  we  mav  as  well  take 
iip  another  subject,  because  I  sec  that  you  have  made  a  lot  of  requests 
at  different  times  for  keepers'  dwellings.  What  would  you  think  of 
it  if  Congress  should  authorize  the  Light-House  Board  or  the  Secre- 
tary of  Commerce  and  Labor  to  contract  for  a  certain  number  of 
keepers'  dwellings  at  a  certain  limit  of  cost  ?  I  introduced  a  bill  the 
other  day  having  that  object  in  view.  Suppose  that  we  should,  by 
legislation,  authorize  you  to  construct,  say,  tnirty  light-house  keepers' 
dwellings  and  appurtenant  structures,  leaving  it  then  to  the  discretion 
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of  the  Comniittet?  on  Appropriations  to  appropriate  such  ainount.s  as 
jou  insisted  you  needed,  either  for  a  particular  place  or  generally, 
and  thereby  largely  leaving  it  to  your  own  discretion  as  to  where  you 
would  build  these  light-houses  keepeiV  dwellings,  within  this  limit 
of  thirty.  Waiving  for  a  moment  the  question  of  cost,  if  that  could 
be  done,  would  it  be  in  the  interest  of  the  service  ? 

Captain  Sedree.  I  rather  think  it  would  be. 

Colonel  Casey.  I  think  it  would  be  an  excellent  idea,  but  on  the 
Pacific  coast,  for  instance,  we  had  an  authorization  for  a  light-house 
keeper's  dwelling  at  $5,500,  and  it  would  cost  now  $7,500  because  of 
advance  of  cost  of  materials. 

The  Chairman.  AVaiving  the  question  of  cost  for  the  present,  I 
want  to  get  your  idea  as  to  the  other  proposition,  whether  if  we  give 
you  the  authorization  to  construct  a  certain  number,  you  can  tell 
better  where  the  light-house  keepers"  dwellings  are  most  needed  and 
can  do  your  work  in  a  more  enective  manner  than  you  can  if  you 
have  to  prefer  a  request  to  us  as  to  a  particular  one. 

Colonel  Casey.  Yes ;  I  think  so. 

Captain  Sebree.  I  think  that  is  a  good  idea,  waiving  the  (juestion  of 
cost. 

The  Chairman.  That  is  another  proix)sition. 

Colonel  Casey.  Give  us  a  lump  sum. 

The  Chairman.  We  would  not  give  you  a  lump  sum.  You  get  no 
lump  sum  for  anvthing  out  of  me.  As  to  the  question  of  cost,  I  think 
that  last  vear  we  did  provide  for  dwellings  at  scmie  jilace  at  a  cost  of 
a  little  oyer  $0,000. 

Captain  Sebkee.  You  authorized  two  dwellings  in  the  eighth 
district  for  $12,000. 

The  Chairman.  Would  $0,000  be  a  sufficient  amount  ( 

Colonel  Casey.  Not  as  a  maximum. 

The  Chairman.  'WTiat  would  l)e  the  maximum? 

Colonel  Casey.  We  had  an  authorization  for  a  dwelling  on  the 
Pacific  coast  for  $5,500;  but  the  prices  have  gone  up  so  since  the 
earthquake  that  it  can  not  be  built  for  $7,000. 

The  Chairman.  I  think  it  is  advisable  to  wait  until  prices  go  down 
out  there.  We  do  not  have  to  build  a  light  keeper's  dwelling  at  an 
excessive  cost. 

Colonel  Casey.  That  simply  shows  what  may  occur,  and  if  we  are 
limited  we  may  be  hampered  a  good  deal. 

The  Chairman.  You  may  be:  but  we  have  to  hamper  you  on  these 
things.  We  want  to  get  a  reasonable  maximum  amount.  Of  course 
there  is  no  object  in  saying  $0,000  if  the  prices  are  such  that  you  can 
not  build  an  ordinary  dwelling  for  $0,000.  On  the  other  hand,  we 
do  not  care  to  give  you  authority  to  build  very  fancy  dwellings,  which 
you  very  likely  would  not  build  yourself  if  you  had  control  of  it,  but 
which  perhaps  the  engineer  might  persuade  you  to  build,  through 
sympathy,  or  something  else,  for  the  light-house  keeper  at  some 
point.    We  want  to  fix  a  reasonable  maximum. 

Captain  Sehree.  I  rather  think  that  if  you  could  build  a  certain 
kind  of  a  house  for  $5,500  you  might  build*  a  smaller  one  for  less,  by 
cutting  down  the  requirements.  1  am  going  right  back  now  to  the 
reasoning  that  I  gave  you  on  the  light-house  tenders:  but  that  is  a 
different  proposition. 
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The  Chairman.  There  is  no  reason  why  we  should  give  them  fancy 
dwellings;  but  we  want  to  be  able  to  build  substantial  buildings  and 
to  build  them  properly.  There  may  be  exceptional  cases  where  you 
would  want  more  money,  but  we  will  take  care  of  the  exceptional 
cases. 

Colonel  Casey.  I  think  that  $6,000  is  a  reasonable  and  conserva- 
tive figure. 

The  Chairman.  I  do  not  know  whether  $(5,000  is  enough,  in  view 
of  the  increase  in  cost. 

Colonel  Casky.  I  think  so.  It  may  be  more  or  less,  according  to 
circumstances. 

Captain  Sebree.  I  think  that  a  building  owned  by  the  Government, 
which  is  supposed  to  last  through  a  good  many  keepers,  ought  to  be  a 
respectable  and  decent  good  looking  building;  in  other  words,  it 
ought  to  be  a  kind  of  a  model  building  for  that  part  of  the  countrv. 

The  Chairman.  That  is  just  where  we  differ.  We  are  not  engaged 
in  building  model  buildings  for  that  part  of  the  country.  We  do 
not  want  to  build  monumental  buildings  for  a  light-keeper's  dwelling. 

Colonel  Casey.  No;  we  simply  want  them  comfortable.  We  put 
these  men  in  out-of-the-way  places  and  give  them  verv  small  salaries, 
and  we  ought  to  make  them  as  comfortable  as  possible. 

Mr.  Stevens.  We  all  agree  to  that. 

The  Chairman.  AVe  want  to  provide  them  with  a  substantial 
dwelling,  and  we  want  to  provide  a  sufficient  amount. 

Colonel  Casey.  My  opinion  is  that  $6,000  is  a  good  conservative 
estimate. 

The  Chair3ian.  The  limit  in  this  bill  was  fixed  at  $6,000  where 
you  own  the  site.  Would  not  $1,000  cover  the  cost  of  a  site  any- 
where ? 

Colonel  Casey.  That  varies  very  much. 

Captain  Sebree.  Then  when  we  get  authority  to  build  a  new  light- 
house this  bill  would  not  stop  us  from  building  the  dwelling.  At 
Cape  Ilinchbrook  we  are  builaing  a  light-house  and  a  keeper's  dwell- 
ing. I  think  the  bill  authorizes  a  keeper's  dwelling  to  be  constructed. 
If  we  had  a  bill  like  this,  would  that  apply  to  such  a  case,  or,  in 
other  words,  would  that  be  one  of  the  thirty?  I  should  not  think 
it  would. 

The  Chairman.  Of  course  this  bill  would  not  cut  out  any  item  in 
another  bill.  The  authority  to  build  the  light-house  at  Cape  Hinch- 
brook  is  authority  to  establish  a  light-house  station,  and  they  construe 
that  to  mean  not  only  the  building  of  the  light-house  tower  but  the 
appurtenant  buildings. 

Colonel  Casey.  In  other  words,  that  does  not  rule  us  out  in  excep- 
tional cases  where  there  are  special  bills. 

The  Chairman.  I  think  not. 

Captam  Sebree.  I  think  that  is  a  good  bill. 

The  Chairman.  We  have  a  great  many  of  these  requests,  and  there 
is  no  doubt  that  there  are  many  cases  in  which  they  need  new  light 
keeper's  dwellings.  We  can  not  tell,  and  I  doubt  very  much  whether 
you  gentlemen  can  tell  without  a  very  careful  examination,  just  what 
is  the  most  needed,  unless  you  have  the  responsibility  put  upon  you, 
and  then  you  will  acquire  the  information. 
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Mr.  Stevens.  Before  you  leave  the  ninth  district,  I  want  to  say 
that  Mr.  Davidson,  of  Wisconsin,  asked  me  concerning  a  proposition 
for  some  range  lights. 

Captain  Sebree.  It  does  not  need  an  act  of  Congress  to  provide 
for  tnat. 

The  Chairman.  They  want  to  establish  lights  at  not  to  exceed  four 
diflFerent  places  on  the  Fox  River  and  connecting  channels.  How 
about  that? 

Captain  Sebree.  If  you  put  in  the  bill  a  provision  for  lighting  the 
Fox  River  and  Lake  AVinnebago  that  would  cover  the  matter. 

Mr.  Stevens.  That  would  be  in  the  sundry  civil  bill. 

The  Chairman.  It  would  be  subject  to  a  point  of  order  in  the  sun- 
dry civil  bill.  That  point  of  order  may  be  raised.  I  might  raise  it 
myself. 

Mr.  Davidson  writes : 

I^ke  Winuebago  and  Lake  Butte  des  Mortes,  situated  uear  Oshkosh,  are  ex- 
pansk)iis  of  the  Fox  River.  Lakes  Poygan  and  \VInnei»oune  are  expansions  of 
the  Wolf  River.  These  lakes  average  from  0  to  12  miles  in  width  and  from  6  to 
30  miles  In  length.  Where  these*  rivers  extend  Into  the  lake  the  land  is  usually 
low  and  marshy,  and  in  the  suumier  season  a  rank  growth  of  vegetation  so  ob^ 
scures  the  channel  entrance  that  it  is  difficult  for  boats  to  distinguish  the  mouth 
of  the  river  from  bayous  which  extend  from  these  lakes  back  into  the  marsh  or 
lowlands  surrounding.  There  are  over  400  t>oats  operating  on  thes<»  waters  dur- 
ing the  season  of  navigation. 

How  would  you  describe  that  locality  in  the  bill  ? 

Captain  Sebree.  That  would  come  in  under  the  general  appropria- 
tion— under  the  lighting  of  rivers. 

The  Chairman.  Suppose  we  should  put  in  a  provision  as  we  did 
last  year  for  the  fourteeth  district?  Can  we  not  sav  here.  "Post 
lights  on  the  Fox  River  and  its  connecting  channels  and  lakes?  " 

Colonel  Casey.  Would  it  not  be  more  definite  to  say  "on  Green 
Bay  and  Lake  Winnebago  ?  " 

The  Chairman.  We  could  say  "Fox  River,  Lake  Winnebago  and 
connecting  channels."  But  you  have  already  got  all  the  lights  you 
want  on  Lake  Winnebago. 

Captain  Sebree.  There  are  two  little  beacon  lights  there. 

The  Chairman.  These  are  the  channel  entrances  of  the  rivers  into 
the  lakes.  We  can  de^scribe  them  easily  enough  as  "  post  lights  on  the 
Fox  River,  Lake  Winnebago,  and  connecting  channels  and  lakes." 

Captain  Sebree.  Yes,  sir;  I  think  that  would  cover  it. 

The  Chairman.  WTiat  would  they  cost  ? 

Captain  Sebree.  They  would  cost  $25  to  $50  apiece  to  erect  them, 
and  it  would  cost  $10  to  $15  each  a  month  to  run  them.  It  would  cost 
$400  or  $500  to  erect  them  and  maintain  them  for  a  year. 

The  Chairman.  Say  $500.  Then  when  you  nuike  your  estimate 
for  the  sundry  civil  appropriation  you  will  have  to  include  these 
rivers. 

Captain  Sebree.  If  this  goes  in  in  that  way  it  will  give  us  $500; 
but  I  don't  know  whether  I  can  pay  salaries  out  of  that,  unless  it  is 
put  into  the  sundry  civil  bill,  under  ^'  Lighting  rivers." 

The  Chairman.'  How  al)out  the  Tenth  district  ?  That  is  the  dis- 
trict of  Mr.  Rvan,  who  is  a  memlier  of  this  subcommittee. 
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Captain  Sebree.  I  do  not  believe  there  is  much  new  wanted  there. 
We  gave  them  something  last  year.  They  did  want  some  keepers' 
dwellings  at  Buffalo. 

The  Chaibman.  We  gave  them  ojie  last  year.  They  want  ixHwe 
keepers'  dwellings? 

Captain  Sebree.  They  have  got  a  keeper's  dwelling  that  is  all  out 
of  proportion  in  that  district.  It  is  too  big  a  dwelling  and  cost  too 
much  money. 

The  Chairman.  What  about  the  Eleventh  dislrict? 

Captain  Sebree.  The  most  important  thing  in  that  district  with 
reference  to  Lake  Sui)erior  is  the  light  that  is  asked  for  at  Split 
Rock,  near  Beaver  Bay.  The  bill  asks  for  $100,000.  Colonel  Casey 
and  I  talked  it  over  and  we  have  put  it  in  at  $75,000. 

The  Chairman.  Do  you  think  vou  could  build  a  light  there  for 
$75,000? 

Captain  Sebree.  Yes:  we  could  get  the  site  there  and  we  can  get  a 
good  foundation  and  we  will  not  need  a  very  high  tower. 

Mr.  Si'EVENS.  AVhat  about  Knife  Island? 

Colonel  Casey.  We  condemned  that. 

Captain  Sebree.  We  turned  that  down  because  it  is  only  8  miles 
from  Two  Harbors,  and  we  do  not  think  it  is  important  enough,  as 
there  are  many  other  places  that  are  much  more  important.  The 
Lake  Carriers'  Association  did  not  even  mention  that. 

Mr.  Stevens.  There  is  a  bill  before  the  committee  which  has 
been  pressed  upon  us.     I  asked  a  question  about  that  at  the  hearing. 

Captain  Sebree.  This  is  an  important  place. 

The  Chairman.  AVhat  about  the  light  on  Gull  Island? 

Colonel  Casey.  We  have  no  report  about  that  yet. 

Captain  Sebree.  I  think  that  is  a  good  thing;  but  we  have  not  got 
our  local  report  and  do  not  know  how  much  money  to  talk  about. 

The  Chairman.  You  were  impressed  with  the  statement  which  the 
Lake  Carriers"  Association  made  about  it  ? 

Captain  Sebree.  Yes,  sir. 

The  Chairman.  There  is  now  a  light  at  the  south  end  of  Michigan 
Island  ? 

Captain  Sebree.  Yes,  sir. 

The  Chairman.  AVould  the  other  light  be  abandoned  if  you  put 
up  the  Gull  Island  light? 

Captain  Sebree.  Jfo;  I  think  not.  You  can  not  see  one  from  the 
other.     You  can  not  see  across  the  land. 

The  Chairman.  AVhy  don't  you  utilize  some  of  these  things  that 
are  not  neoded?  There  is  a  light  at  JNIilwaukee,  on  the  north  side, 
which  there  is  no  excuse  for  maintahiing. 

Captain  Sebree.  We  sometimes  discontinue  them,  and  then  we  get 
an  order  from  higher  authority  and  have  to  put  them  back  again. 

The  Chairman.  You  have  not  had  to  do  anything  of  that  kind 
since  I  have  been  here.  What  else  do  the  Lake  Carriers'  Association 
ask  for? 

Captain  Sebree.  They  ask  for  the  Split  Rock  light  and  the  Gull 
Island  light  and  for  some  range  lights  in  the  harbors  at  Grand  Island. 

Mr.  Stevens.  "VATiat  would  thev  cost? 

Captain  Sebree.  I  think  $10,000  or  $15,000  would  put  them  up.  If 
we  had  enough  money  we  could  put  them  up  without  an  act  of  Con- 
gress, and  call  them  beacon  lights. 
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Mr.  Stevens.  What  about  Whitefish  Bay,  near  Whitefish  Point? 

Captain  Sebree.  They  wanted  a  light-ship  there  with  a  fog-signal, 
and  I  told  them  to  put  in  $50,000.  But  in  the  last  letter  we  got  they 
did  not  ask  for  that.    They  asked  for  a  big  gas  buoy  there. 

Mr.  Stevens.  Then  it  is  not  of  much  importance. 

Captain  Sebree.  No  ;  I  do  not  think  it  is  of  anything  like  as  rau^h 
importance  as  these  other  two  things. 

-  The  Chairman.  How  about  the  Thirteenth  district  ?  What  is 
the  most  important  thing  you  want  on  the  Pacific  coast  ? 

Captain  Sebree.  A  light-ship  for  Swift  Sure  Bank,  at  the  entrance 
to  the  Straits  of  Fuca. 

The  Chairman.  Havfe  you  worked  yourself  up  to  the  point  where 
you  can  conscientiously  tell  us  that  you  think  that  ought  to  be  pro- 
vided for? 

Captain  Sebree.  I  think  so.  I  think  that  if  we  can  only  get  one 
thing  for  the  whole  Pacific  coast  that  is  the  most  important. 

Mr.  Stevens.  Suppose  we  should  read  to  you  your  testimony, 
what  would  you  say? 

Captain  Sebree.  If  I  said  anything  different  from  that  I  would  say 
that  I  have  changed  my  mind.  I  went  out  there  and  went  onto  that 
shoal,  and  I  think  you  ought  to  give  that. 

The  Chairman.*  Do  you  think  that  light  vessel  is  necessary  there, 
as  the  location  of  the  turning  point? 

Captain  Sebree.  Yes,  sir. 

The  Chairman.  That  is  what  it  would  be  for. 

Captain  Sebree.  It  would  be  for  them  to  head  for. 

Tfe  Chairman.  What  about  Carquinez  Strait  ? 

Captain  Sebree.  I  stand  by  that.  I  recommended  that  a  good 
many  years  ago,  and  still  stick  to  it. 

The  Chairman.  They,  have  done  without  it  all  this  time. 

Captain  Sebree.  Of  course  they  have,  and  they  have  done  without 
everything  you  have  not  given  them. 

The  Chairman.  How  about  the  Red  Rock  light  fog  signal  ? 

Captain  Sebree.  I  think  we  can  get  along  without  that. 

The  Chairman.  W^hat  have  you  to  say  about  the  Cape  Blanco 
light  vessel  ? 

Captain  Sebree.  Let  us  get  the  other  one  first.  It  would  he  a  good 
thing  to  have  one  there. 

The  Chairman.  You  think  you  can  do  without  that  one? 

Captain  Sebree.  AVe  have  done  without  it  all  these  years.  Tliat 
will  be  quoted  against  me,  too.  I  think  a  light-ship  there  would  be  a 
good  thing;  but  I  don't  think  it  is  as  important  as  the  other  one. 

The  Chairman.  There  was  a  request  last  vear  for  a  light-ship  off 
Point  Judith,  Rhode  Island.  You  reported  against  that,  and  you 
have  no  reason  to  change  yom*  mind  about  that? 

Captain  Sebree.  I  have  not  put  it  in,  although  they  are  urging  it 
very  strongly. 

The  Chairman.  They  wanted  a  light-house  at  Pillar  Point,  Cali- 
fornia, last  year,  and  you  repoited  against  that.  You  have  not  seen 
any  reason  to  change  your  mind  about  that  ? 

Captain  Sebree.  I  still  stick  to  that. 

The  Chairman.  They  asked  for  a  light-house  for  signal  on  Bouton 
Point,  New  York,  last  year.  We  never  had  any  report  from  you 
about  that. 
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Captain  Sebree.  I  am  in  favor  of  that. 

The  Chairman.  Last  year  they  wanted  to  increase  the  cost  of  the 
iog  signal  at  the  fog-signal  station  at  Battery  Point,  Puget  Sound, 
Washington,  from  $6,000  to  $14,000.  My  recollection  is  that  we  did 
not  agree  about  that. 

Captain  Sebree.  We  asked  for  $8,000. 

The  Chairman.  You  ask  for  $8^000  additional  ? 

Captain  Sebree.  $8,000  in  addition  to  the  original  $6,000,  making  a 
total  of  $14,000. 

The  Chairman.  Do  you  think  you  need  that? 

Captain  Sebree.  Yes,  sir ;  I  do. 

The  Chairman.  You  think  that  additional  appropriation  ought  to 
be  made,  do  you? 

Captain  Sebree.  Yes,  sir;  I  do. 

The  Chairman.  How  about  the  light-house  and  fog  signal  at  Cape 
Arago,  Oregon  ? 

Captain  Sebree.  We  ought  to  do  something  there. 

The  Chairman.  You  recommended  that  last  year. 

Captain  Sebree.  They  say  it  is  in  mighty  ba^  shape  there  now. 

The  Chairman.  You  have  a  recommendation  for  a  light-house  and 
fog  signal  at  the  entrance  to  Bellingham  Bay  in  the  Stete  of  Wash- 
ington.    You  ask  for  $30,000. 

Captain  Sebree.  Is  that  in  the  bill  ? 

The  Chairman.  No;  that  was  there  last  year. 

Captain  Sebree.  We  ask  for  $30,000,  and"  we  want  it.  We  stick  bv 
that. 

The  Chairman.  AVhat  we  want  to  know  is  which  is  the  more  desir- 
able, that  or  the  Cape  Arago  light  ? 

Captain  Sebree.  I  should  say  to  fix  up  Cape  Arago. 

The  Chairman.  Suppose  we  should  say  that  we  would  give  you 
Cape  Arago  and  Bellingam  Bay  or  the  Swift  Sure  light- vessel,  which 
would  you  prefer  ? 

Captain  Sebree.  The  Swift  Sure  light-vessel,  t  am  thoroughly 
convinced  on  that. 

The  Chairman.  Do  you  still  think  you  need  a  light  at  Cape 
Spencer,  in  Alaska? 

Captain  Sebree.  Yes;  we  want  that,  but  I  would  like  to  have  an 
opportunity  to  think  that  over  and  look  it  up  a  little  bit,  if  you  want 
to  know  whether  I  would  rather  have  a  light  at  Cape  Spencer  or  some 
other  place. 

The  ChairmaiN.  I  was  going  to  ask  you  which  would  be  the  more 
desirable,  a  light-house  at  Cape  Spencer  or  at  Resurrection  Bay. 

Caj)tain  Sebree.  Right  off  the  bat  I  should  say  Cape  Spencer, 
but  1  don't  know  yet.  In  fact,  they  are  talking  about  a  railroad  that 
is  being  built  out  there  at  Resurrection  Bay.  I  saw  a  man  from 
there  the  other  day,  and  he  said  they  really  have  got  one  built  back  in 
the  interior. 

The  Chairman.  Is  there  anything  pressing  now  in  Alaska,  except 
Cape  Hitchbrook,  which  is  provided  for? 

Captain  Sebree.  I  don't  think  there  is. 

The  Chairman.  Then  your  opinion  is  that  so  far  as  the  State  of 
AVashington  is  concerned,  you  would  rather  have  the  Swiftsure  light 
vessel  ? 
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Captain  Sebree.  Yes. 

The  Chairman.  And  as  far  as  Oregon  is  concerned,  it  would  be 
Cape  Arago?  So  far  as  California  is  concerned,  was  it  not  Car- 
qumez  Strait? 

Captain  Sebree.  No;  was  there  not  something  else  we  asked  for 
there?  There  is  one  thine  there  which  has  not  been  mentioned  at 
all  yet  and  which  slipped  hy  me.  I  think  maybe  that  would  be  the 
one  to  give. 

The  Chairman.  Before  you  go  into  that,  tell  us  about  the  necessity 
for  a  relief  light  vessel  on  the  Pacific  coast.  They  have  asked  for 
one  for  California. 

Captain  Sebree.  That  would  not  come  in  first.  Swiftsure  Bank 
would  be  No.  1,  Lake  Michigan  No.  2,  the  relief  light-ship  for  dis- 
trict 12,  No.  3,  and  Hedge  Fence  4th  and  last.  If  I  can  only  get 
three  light-ships,  I  think  I  would  like  to  have  the  first  three. 

The  Chairman.  As  to  a  light-ship  in  Lake  Michigan  at  North 
Manitou  Island  Shoals — do  you  not  think  it  would  probably  be  suffi- 
cient if  we  should  provide  for  a  light-house  at  White  Shoal,  with  a 
view  eventually  of  using  that  light-ship  at  some  other  place  ? 

Captain  Sebree.  No,  sir. 

The  Chairman.  If  we  should  authorize  a  light-ship  this  year,  you 
would  not  have  it  ready  for  a  year  or  so  ? 

Captain  Sebree.  No,  I  would  not;  but  if  you  should  authorize  it 
I  would  put  out  the  advertisement  on  the  same  plan  I  am  now  pursu- 
ing with  regard  to  two  others. 

The  Chairman.  How  long  will  it  take  the  contractor  to  build 
these  five  light-ships  that  are  already  authorized? 

Captain  Sebree.  I  do  not  know  how  long  it  will  take  him.  His 
contract  is  to  build  them  in  one  year  from  the  date  of  signing  the 
contract. 

Mr.  Ryan.  For  all  five  of  them  ? 

Captain  Sebree.  Four  of  them  were  let  at  one  time.  I  had  to 
^advertise  for  one  about  a  month  later,  so  that  four  of  them  are  to 
be  completed  in  one  year  from  about  October  5,  and  one  about  a  year 
from  last  November. 

The  Chairman.  In  the  course  of  the  work  upon  these  light-ships, 
do  they  have  all  five  of  them  on  the  stocks  at  the  same  time  i 

Captain  Sebree.  They  have  five  on  the  stocks  at  the  same  time. 

The  Chairman.  Of  course,  if  there  is  anything  that  is  an  exact 
duplicate,  I  suppose  it  would  be  easy  for  them  to  go  right  ahead  and 
provide  for  all  the  ships  at  the  same  time? 

Captain  Sebree.  They  go  right  ahead.  The  five  that  they  built 
there  were  all  finished  within  a  month  of  each  other,  and  they  got  one 
or  two  of  them  out  ahead  of  time,  I  think.  They  would  go  on  a  trial 
trip  and  then  come  back  and  try  another  one.  They  were  all  launched 
at  about  the  same  time. 

The  Chairman.  How  soon  do  you  think  you  will  be  able  to  have 
bids  out  on  the  new  tenders? 

Captain  Sebree.  I  think  it  will  be  six  weeks.  I  have  to  give  at 
least  thirty  days'  notice.  I  have  got  the  plans  now  at  the  navy-yard 
at  Norfolk,  at  New  York,  Mare  Island,  and  Puget  Sound. 

The  Chairman.  Are  the  navy-yards  figuring  on  them  ? 

Captain  Sebree.  They  are  figuring  on  them. 
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Mr.  Ryan.  The  light-house  at  White  Shoals  will  be  very  difficult 
to  ereet,  will  it  not  ? 

Captain  Sebree.  That  is  what  we  think.  The  water  may  be  20 
feet  deep. 

'.  The  CHAiitMAN.  How   about  Horn   Island?     Hi^b  has  been   a 
strong  request  made  for  a  li^t  on  the  south  side  of  the  strait. 

Captain  Sebree.  We  recently  reported  on  a  bill  for  that. 

Captain  Casey.  We  reported  favorably  on  that. 

The  Chairman.  WTiat  have  you  to  say  about  Hawaii?  Do  you 
think  we  ought  to  have  a  light  on  that  point  across  the  straits  from 
Point  Makapun? 

Captain  Sebree.  We  have  recommended  a  light  over  on  that  point. 

The  Chairman.  You  have  recommended  a  light  at  Makanalua, 
Island  of  Molokai  ? 

Captain  Sebree.  Yes ;  there  is  a  bill  here  for  that. 

The  Chairman.  Is  there  any  other  aid  you  especially  want,  for  the 
Light-House  Service,  which  w^e  have  not  discussed  ? 

Captain  Sebree.  Yes,  sir. 

The  Chairman.  What  is  it? 

Captain  Sebree.  You  have  not  gone  into  the  river  districts.  I 
want  a  light-house  tender  and  scow  for  our  Mississippi  and  Illinois 
rivers. 

Mr.  Stevens.  How  far  up  can  you  use  that  on  the  Mississippi 
River? 

Captain  Sebree.  Up  to  St  Paul. 

The  Chairman.  I  understand  you  regard  that  as  absolutely  es- 
sential ? 

Captain  Sebree.  You  made  me  state  that  pretty  strong;  but  I 
think  it  is  important. 

The  Chairman.  I  say  that  because  I  drew  that  bill  myself,  and 
gave  it  to  Mr.  Graff,  after  discussing  the  matter  with  you. 

Captain  Sebree.  Yes;  but  you  said  nothing  went  up  there  but  a 
few  towboats;  and  so  I  got  the  inspector  to  work,  and  he  has  given 
me  a  list  of  the  boats  that  run  up  the  Mississippi  River  there. 

The  Chairman.  I  said  there  had  been  no  increase  in  the  traffic  in 
the  Mississippi  River  there  since  the  year  1.  The  commerce  is  much 
less  there  now  than  it  was  years  ago. 

Mr.  Stevens.  That  is  true  of  a  certain  class  of  business,  but  other 
classes  of  business  have  increased. 

The  Chairman.  You  have  got  to  have  a  boat  up  there  to  take  cai  e 
of  those  buoys,  whether  the  commerce  is  there  or  not.  You  have  got 
the  buoys  there? 

Captain  Sebree.  No;  we  have  not  got  them  there,  but  we  want  to 
put  them  there. 

Mr.  Stevens.  You  have  got  range  lights  there? 

Captain  Sebree.  We  have  got  about  1,500  stake  lights,  and  buoys 
are  needed  to  mark  these  wing  dams,  on  the  Mississippi  River, 
but  we  have  not  got  the  buoys  yet. 

Mr.  Stevens.  You  buoy  most  of  those  places? 

Captain  Sebree.  Not  yet,  but  we  wish  to  do  so.  They  are  all  right 
at  low  water,  because  they  stick  up  out  of  the  water,  but  at  high 
water  they  are  hidden  and  you  can  not  tell  just  .where  they  are.  The 
idea  of  the  buoys  is  not  to  mark  every  wing  dam,  but  to  mark  groups 
of  them. 
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The  Chairman.  Those  are  on  the  lower  Mississippi? 

Colonel  Casey.  No,  sir;  they  extend  as  far  up  as  St.  Paul.  I  put 
in  about  60  miles  of  it  myself  on.tlie  Mississippi  River  below  St. 
Louis. 

The  Chairman.  Is  thei*e  anything  else  ? 

Captain  Sebree.  I  can  not  tliink  of  anything  else  right  now. 

The  Chairman.  Do  you  want  any  authorization  for  the  buoys  on 
these  rivers,  or  will  you  be  able  to  take  care  of  that  out  of  your  general 
appropriation  ? 

Cai^ain  Sebree.  I  think  we  can  take  care  of  it  out  of  our  general 
appropriation,  if  they  will  give  us  what  we  want  in  the  way  of  the 
tender,  and  the  money  under  buoyage. 

The  committee  thereupon  (at  5.15  o'clock  p.  m.)  adjourned.  ' 

June  8,  1906. 
The  Chairman  of  the  Committee  on 

Interstate  and  Foreign  Commerce, 

House  of  Representatives. 

Sir  :  This  Department  has  the  honor  to  acknowledge  the  receipt  of 
a  letter  dated  May  25,  1906,  from  your  committee,  rereferring  a  copy 
of  H.  R.  bill  19178,  "  To  direct  the"^  Secretary  of  War  to  convey  to  the 
Broadwater  Club  the  Hog  Island  light  station,  old  site,"  and  asking 
for  all  the  information  this  Department  has  upon  the  subject,  to- 
gether with  the  reasons  for  the  recommendations  made  in  its  letter 
of  May  15,  1906,  to  your  committee  on  this  matter. 

In  reply  this  Departm^it  begs  to  state,  at  the  instance  of  the^ 
Light- House  Board,  that  there  are  inclosed  herewith  copies  of  27 
letters  upon  which  this  Department  based  its  recommendation  for  the 
passage  of  this  bill.  The  land  to  be  conveyed  to  the  Broadwater 
Club  IS  the  old  site  of  the  present  light  station,  the  present  site  hav- 
ing been  conveyed  to  the  Light-House  Board  by  Joseph  L.  Ferrall 
and  wife  in  1893,  with  the  understanding  that  the  old  site  was  to  have 
been  conveyed  to  them  in  exchange,  including  the  buildings  and 
appurtenances. 

This  Department,  therefore,  begs  to  suggest  that  the  following- 
named  changes  might  with  advantage  be  made  in  this  bill  : 

That  in  the  first  line  of  the  title  the  w^ords  *'  Connnerce  and  I^bor  " 
be  substituted  for  the  word  "•  AVar; '' 

That  in  the  third  line  of  the  bill,  on  page  three,  the  words  "  Com- 
merce and  Ijabor  "  be  inserted  in  place  of  the  words  "  the  Treasury ;  " 

And  that,  on  the  third  page,  in  line  seven,  after  the  word  "  site," 
and  before  the  word  ^*  described,''  there  be  inserted  the  words,  "  and 
the  buildings  and  appurtenances  thereunto  belonging." 

This  Department  recommends  the  passage  of  that  bill,  when  thus 
amended. 

Respectfully,  Vi(tx)r  H.  Metcalf,  Secretary. 
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COMMIITEES  ON   RAILWAYS  AND  CaNALS, 

House  of  Representatives,  U.  S., 

Washington,  I).  C,  January  22,  1907. 
Hon.  James  R.  Mann, 

House  of  Representatives. 

Dear  Mr.  Mann  :  The  Government  has  for  a  number  of  years  been 
improving  the  Fox  River  in  Wisconsin.  That  river  is  now  navi- 
gable for  a  distance  of  about  150  miles.  The  Wolf  River  enters  the 
F'ox  a  few  miles  from  the  citv  of  Oshkosh,  and  has  been  also  improved 
for  navigation  a  distance  of  about  50  miles,  as  one  of  the  connecting 
channels  of  the  Fox  River. 

Lake  Winnebago  and  Lake  Butte  des  Morts,  situated  near  Osh- 
kosh, are  expansions  of  the  Fox  River.  Lakes  Poygan  and  Winne- 
conne  are  expansions  of  the  Wolf  River.  These  lakes  average  from  6 
to  12  miles  in  width  and  from  6  to  30  miles  in  length.  Where  these 
rivers  extend  into  the  lake  the  land  is  usually  low  and  marshy,  and 
in  the  summer  season  a  rank  growth  of  vegetation  so  obscures  the 
channel  entrance  that  it  is  difficult  for  boats  to  distinguish  the  mouth 
of  the  river  from  bayous  which  extend  from  these  lakes  back  into  the 
marsh  or  low  land  surrounding.  There  are  over  400  boats  oi)erating 
on  these  waters  during  the  season  of  navigation.  While  many  of 
them  are  pleasure  boats  and  operated  solely  for  pleasure,  j^et  a  largi* 
number  do  a  freight  and  passenger  business,  carrying  passengers  for 
hire,  etc.  The  cnannel  entrance  of  the  rivers  into  the  lakes  are 
^marked  by  barrel  bouys  maintainexl  by  the  engineering  department 
in  connection  with  the  improvement  of  the  river.  These  aids  to  navi- 
gation enables  boats  to  find  the  channel  entrance  in  the  daytime,  but 
can  not  be  distinguished  in  the  nighttime. 

There  is  a  very  earnest  request  made  by  those  who  own  and  operate 
boats  on  these  watei-s  to  have  these  entrances  lighted  during  the  season 
of  navigation,  and  they  ask  for  the  necessary  legislation  which  will 
enable  flie  Government  to  establish  posts  lights  at  not  exceeding  four 
different  places  on  the  Fox  River  and  its  connecting  channels.  I 
understand  these  lights  could  be  constructed  and  operated  at  an  ex- 
pense not  exceeding  $100  per  light  per  year.  The  expense,  therefore, 
will  not  be  great,  and  I  am  exceedingly  desirous  of  providing  at  this 
session  of  Congress  whatever  authority  is  necessary  to  have  these 
lights  established. 

Will  you  kindly  advise  me  whether  provision  can  be  made  for  the 
establishment  of  these  lights  without  the  introduction  and  passage 
of  a  special  bill  for  that  purpose,  or  will  a  special  act  be  necessaiy  ? 

Thanking  you  for  whatever  information  and  assistance  you  can 
give  me  in  the  matter,  I  am 

Yours,  very  respectfully, 

J.  H.  Davidson. 
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COMMITTE?:   ON    MILITARY    AfFAIRS, 

House  of  Representatives, 
Washington,  D.  C,  January'  2S,  1907. 
Hon.  James  R.  Mann, 

House  of  Representatives,  Washington,  D.  G, 

Dear  Sir:  Referring  to  our  conversation  of  yesterday  relative  to 
range  lights  for  Munising,  on  the  south  shore  of  Lake  Superior,  for 
which  I  introduced  a  bill  (H.  R.  20452),  which  is  now  pending 
before  your  subcommittee,  I  wish  to  state  that  Munising  is  by  far 
the  best  natural  harbor  of  refuge  on  the  entire  south  shore  of  Lake 
Superior,  and  would  be  of  infinite  advantage  to  the  commerce  that 
passes  by  it  each  year  could  a  few  improvements  be  made  therein. 
The  most  important  of  these  are  the  establishment  of  range  lights. 

Munising  Harbor  is  formed  by  a  deep  indentation  in  the  south 
shore  of  the  lake,  in  the  center  of  which  lies  Grand  Island.  This 
leaves  an  entrance  to  the  harbor  on  each  side  of  the  island.  That  on 
the  east  side  is  somewhat  dangerous  when  the  wind  is  blowing  toward 
the  shore,  because  of  the  high,  precipitous,  rocky  shore.  That  on  the 
west  side  would  be  safe  in  almost  all  weathers  if  the  li|j:hts  asked  for 
could  be  established.  There  are  now  range  lights  which  direct  ves- 
sels into  this  harbor  by  the  westward  entrance,  but  the  difficulty  is 
about  making  the  turn.  A  sand  bar  extends  well  out  into  the  harbor 
from  the  western  extremity  of  Grand  Island.  The  banks  of  the 
island  and  mainland  at  this  point  rise  somewhat  precipitously  and 
are  heavily  timbered.  At  night  this  entrance  is  as  dark  as  a  pocket, 
and  there  is  nothing  to  indicate  where  the  turn  should  be  made. 

It  is  desired  that  range  lights  may  be  placed  on  the  mainland  to 
the  west  of  the  entrance  to  the  harbor,  which  will  indicate  where  the 
turn  is  to  be  made,  so  that  the  sand  bar  upon  the  island  and  that 
which  extends  out  from  the  mainland  may  be  avoided. 

Only  a  short  time  ago  one  of  the  large  lake  freighters,  the  Fayette 
Br&icn,  in  attempting  to  make  this  entrance,  ran  upon  this  sandbar 
and  sacrificed  a  considerable  portion  of  her  cargo,  besides  seriously 
damaging  the  vessel. 

The  danger  and  difficulty  of  making  this  entrance  is  so  well  known 
to  vesselmen  that  they  now  generally  run  by  Munising  Harbor  to 
Marquette,  40  miles  distant,  taking  the  chances  of  the  storm  rather 
than  attempt  the  entrance. 

A  somewhat  similar  condition  prevails  as  to  the  eastern  entrance 
where  range  lights  are  desired  to  be  substituted  instead  of  the  present 

In  regard  to  this  matter  the  Light-House  Board  said  in  its  report 
for  June  30,  1905,  on  page  140 : 

358.  Grand  Island  Harbor,  Lake  Superior,  Michigan.  The  Grand  Island 
Light  no  longer  serveH  the  imrpose  for  which  it  was  originally  intended.  Ves- 
sels coming  down  the  easterly  side  of  Grand  Island  to  enter  Munising  Harbor  or 
the  harl)or  of  refuge  at  the  south  end  of  Grand  Island  can  not  see  the  Grand 
Island  Harbor  light  until  close  to  It.  Bad  shoals  exist  on  Iwth  sides.  A  wreclj 
now  lies  partly  exposed  a  short  distance  north  of  the  narrowest  part  of  the 
channel.  Shipping  men  ask  the  establishment  of  range  lights  instead  of  the 
maintenance  of  the  present  light. 

The  present  light  and  dwelling  is  difficult  and  exi>enslve  to  maintain.  Range 
lights  would  be  of  much  greater  service  to  navigation  and  would  Involve  less 
expense  for  maintenance.     It  Is  estimated  that  ranges  could  be  established  upon 
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the  maiiiluiul  at  an  estimated  cost  of  .$13,200.  If  thin  appropriation  is  now 
made  it  will  save  the  lar^e  outlay  necessary  to  renew  the  buildings  of  tbe 
present  harbor  light.  The  Board  reconnuends  that  an  immediate  appropriation 
of  this  amount  be  made  therefor. 

It  again  recommended  these  lights  in  its  report  for  1906.  I  am  in- 
formed by  the  board  that  owing  to  the  increased  cost  of  material,  etc., 
that  $15,000  will  not  be  any  too  much  to  do  the  work. 

These  lights  are  also  asked  for  by  the  Lake  Carriei's'  Association 
and  were  deemed  most  essential  by  that  association  in  it«  late  hearings 
before  your  committee.  So  I  was  informed  by  Mr,  Goulder,  and  he 
showed  me  the  paragraph  in  their  memorial  relating  to  Munising,  or 
Grand  Island,  as  it  is  sometimes  called. 

I  may  add  that  Munising  itself  is  a  rapidly  gi'owing  town  whose 
business  is  greatly  increasing  each  year  and  that  it  is  headquarters  of 
one  steamship  company  owning  1(5  large  lake  freighters. 
Youi's,  truly, 

H.  O.  YouNo. 


Department  of  Commerce  and  Labor, 

Light-House  Board, 
Washington^  January  30,  1907. 
Sir:  In  accordance  with  your  verbal  request  the  following  informa- 
tion  in  regard  to  the  appropriation  for  Horn  Island  light  station, 
Mississippi,  is  sent  you. 

Q.  How  does  it  stand? — A.  No  appropriation  has  been  made; 
$10,000  is  required. 

Q.  Has  contract  been  made? — A.  No. 

Q.  Will  money  asked  for  be  needed  next  fiscal  year? — A.  Ye^. 
This  is  an  important  light  station  and  should  be  reestablished.  It  is 
proposed  to  remove  the  present  structure  at  Mobile  Bay  light  station, 
Alabama,  and  reerect  it  on  the  Horn  Island  site,  which  method  will 
save  the  expense  of  purchasing  material  for  a  new  light-house.  The 
Mobile  Bay  light  station  can  be  reestablished  with  a  simple  pile 
beacon. 

Respectfully, 

Thos.  L.  Casey, 
Liei(tenant-(\)l(yneh  Corps  of  Engineers,  U.  S.  Army, 

Engineer  Serretary, 

Chairman  of  the  Committee  on 

Interstate  and  Foreign  Commerce, 

HoMse  of  Representatires, 


Department  ok  C/ommerce  and  Lador, 

OfFK  E  of  the  SECRETARr, 

Wa^liingfon^  February  21,  lOOfi, 
Chairman  of  the  CoMMrrnsE  on 

Interstate  and  Foreign  Commeri^e, 

Flo  use.  of  Reprei^nfati'^ef^. 
Sir:  Referring  to  the  committ4?e's  letter  of  February  7,  1900,  in- 
closing for  the  consideration   of   this    Department   an'd   for   report 
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thereoii  a  copy  of  H.  R.  bill  No.  14183,  providing  ''  for  the  estab- 
lishment of  two  beacon  lights  at  the  mouth  of  La  Trappe  River, 
Maryland,  and  for  other  piirpoHes/'  I  have  the  honor  to  state,  at  the 
instance  of  the  Light-House  Board,  as  follows : 

This  river  has  been  improved  by  the  United  States  at  a  cost  of 
about  $9,000.  The  project  for  improvement  calls  for  a  channel  150 
feet  wide  and  11  feet  deep  across  the  bar  at  the  mouth  of  the  river. 
It  is  proposed  to  mark  this  dredged  cut  by  two  lighted  beacons. 
Three  steamers  and  81  sailing  vessels  and  barges  are  reported  as  ply- 
ing in  the  river.  Its  commerce  is  valued  at  $303,426,  and  it  is  aggre- 
gated at  11,466  tons  in  1903  and  at  13,601  tons  in  1904. 

As  the  commerce  of  this  river  is  increasing  and  as  range  lights 
would  lessen  the  dangers  tb  passing  ci-aft,  this  Department  recom- 
mends the  passage  of  the  bill  in  question. 
Respectfmly, 

V.  H.  Metcalf,  Secretary. 


HEARINGS,  1906 H.  R.    14183. 

The  Chairman.  The  next  bill  is  H.  R.  14183,  a  bill  for  the  estab- 
lishment of  two  beacon  lights  at  the  mouth  of  La  Trappe  River, 
Maryland,  at  a  cost  not  to  exceed  $10,000. 

Captain  Sebree.  Those  beacon  lights  at  the  mouth  of  La  Trappe 
Kiver,  Maryland;  yes.  If  the  Light-House  Board  should  deciae 
that  they  are  necessary,  they  could  be  constructed  out  of  the  general 
appropriation  without  any  action  of  Congress. 


STATEMENT  OF  HON.  T.  A.  SMITH. 
TRAPPE   RIVER,    MARYLAND. 

Mr.  Smith.  Mr.  Chairman,  the  bill  about  which  I  wish  to  speak  is 
H.  R.  14183,  with  reference  to  the  establishment  of  two  beacons  at 
the  mouth  of  Trappe  River.  I  have  furnished  a  typewritten  state- 
ment to  the  committee.  I  do  not  know  that  I  can  say  anything  more 
except  that  it  is  a  fertile  section  and  that  it  is  far  from  a  railroad 
station.  The  river  is  the  principal  outlet  for  perishable  products. 
On  dark  and  stormy  nights  it  is  impossible  to  get  m  there. 

Mr.  Mann.  What  do  they  raise  there  mostly  ? 

Mr.  Smith.  Fruit,  vegetables,  and  grain. 

Mr.  Mann.  What  stream  does  the  Trappe  River  run  into? 

Mr.  Smith.  It  runs  into  a  branch  of  tne  Choptank. 

Mr.  Mann.  You  reconmiend  that  lights  be  established  so  that 
steamers  can  go  in  there  ? 

Mr.  Smith.  Yes,  sir;  the  bar  goes  out  there.  It  dovetails  and 
makes  it  very  dangerous. 

Mr.  Mann.  How  much  commerce  is  there  there? 

Mr.  Smith.  Half  a  million  dollars  or  more. 

Mr,  Mann.  Have  you  any  record  of  the  number  of  vessels  going  in 
there? 
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Mr.  Smith.  I  do  not  think  that  I  can  give  you  that.  A  great  many 
sailing  vessels  go  in  there  and  Baltimore  boats  ply  there. 

Mr.  Adamson.  What  will  it  cost? 

Mr.  Smith.  The  bill  says  $10,000,  or  as  much  thereof  as  may  be 
necessary. 

The  town  of  Trappe,  Md.,  is  located  at  the  head  of  navigation  on 
the  Trappe  River  and  in  the  midst  of  a  fertile  and  populous  agri- 
cultural district,  and  is  dependent  upon  this  river  for  transportation 
of  its  merchandise,  coal,  lime,  fertilizers,  etc.,  brought  into  this  sec- 
tion, as  well  as  for  its  agricultural  products,  canned  goods,  lumber, 
etc.,  shipped  out. 

The  nearest  railroad  station  is  about  4  miles  distant  and  the  steam- 
boat wharf  on  the  Choptank  River  *  about  the  same  distance, 
while  the  Trappe  River  runs  practically  to  the  town  of  Trappe. 
There  are  three  large  carriage  houses,  coal  and  lumber  yard,  two 
roller  flour  mills,  sawmill,  and  a  number  of  small  mills  within  a  few 
miles,  all  dependent  upon  this  river  for  shipping  facilities. 

The  value  of  products  shipped  by  this  river  from  Trappe  in  one 
year  exceeds  a  half  million  dollars. 

Because  of  the  interlocking  bars  at  the  mouth  of  this  river  naviga- 
tion, both  for  vessels  and  steamers,  is  difficult  and  dangerous  on  dark 
and  stormy  nights,  so  much  so  that  vessels  never  and  steamers  sel- 
dom attempt  it  on  such  occasions,  thereby  causing  great  inconvenience 
to  travelers,  loss  and  delay  to  shippers,  and  often  ruin  to  perishable 
goods.  When  steamers  fail  to  come  in  on  returning  from  Baltimore, 
passengers  are  carried  up  the  Choptank  River  from  5  to  10  miles 
from  their  homes  and  freight  landed  from  thirteen  to  thirty-six  hours 
late.  We  have  two  steamers,  one  each  night,  to  and  from  Baltimore, 
two  sailing  vessels,  and  an  innumerable  number  of  smaller  craft  in 
summer  and  fall,  all  overtaxed  in  freighting  the  agricultural  products 
to  market,  and  returning  laden  with  merchandise,  lime,  fertilizers,  etc 
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HEARINGS  ON  H.  R.  24373,  ''A  BILL  TO  PROMOTE  THE  SAFETY 
OF  EMPLOYEES  AND  TRAVELERS  UPON  RAILROADS  BY  LIMIT- 
ING THE  HOURS  OF  SERVICE  OF  EMPLOYEES  THEREON. 

Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 
Washington,  D,  C,  MoTtday,  January  21, 1907, 

The  committee  met  this  day  at  10.30  o'clock  a.  m.,  Hon.  William  P. 
Hepburn  in  the  chair. 

The  Chairman.  The  committee  will  be  in  order.  '  This  meetit^ 
was  specially  intended  for  the  discussion  of  the  arbitration  proposal. 
There  are  a  couple  of  gentlemen  here  from  abroad — from  outside  the 
city — who  want  to  be  heard  on  the  sixteen-hour  bill,  and  if  there  is  no 
one  here  from  the  city  except  Mr.  Neill,  perhaps  it  might  be  well  to 
lay  that  aside  for  a  little  while  and  to  hear  these  other  gentlemen. 

Mr.  TowNSEND.  I  have  no  objection,  Mr.  Chairman;  imless  it  will 
interfere  with  Mr.  Neill  too  much. 

The  Chairman.  There  was  but  one  practical  railroad  man  who 
spoke  against  the  sixteen-hour  bill. 

Mr.  W.  W.  Baldwin.  That  was  Mr.  Judson. 

The  Chairman.  Mr.  Willard  is  one  of  the  vice-presidents  of  the 
Burlmgton  Railroad.  He  is  a  practical  operator  himself,  is  an  engi- 
neer, and  is  capable  of  speaking  as  to  the  full  operation  of  this  sixteen- 
hour  bill.    We  will  hear  Mr.  mllard.     Now,  Mr.  Willard. 

STATEMENT    OF   KB.    DANIEL    WILLABD,  VICE-PBESIDENT    GHI- 
CAGO,  BTTBUNGTON  AND  QUINCY  BAUJtOAD. 

Mr.  Willard.  Mr.  Chairman  and  gentlemen,  of  course  it  seems  to 
me  personally  that  legislation  of  this  kind  is  unnecessary,  because  the 
railroads  under  existing  conditions  are  very  heavily  penalized  when 
men  are  kept  on  duty  for  more  than  the  prescribed  hours  for  a  day's 
w^ork. 

Mr.  ToWNSEND.  How  is  that  ? 

Mr.  Willard.  In  the  way  of  overtime  which  they  are  required  to 
pay  after  having  been  on  duty  ten  hours. 

Mr.  ToWNSEND.  By  what  means? 

Mr.  Willard.  By  agreements  existing  between  the  railroads  and 
their  own  men. 

Mr.  Adamson.  But  that  heavy  extra  pay  contracted  for  is  an 
inducement  to  the  men  to  observe  over  ten  hours? 

Afr.  Willard.  No;  I  do  not  think  you  should  put  it  that  way.  It 
is  a  payment  to  them  for  work  performed  in  excess  of  what  they  con- 
sider aday's  work. 

Mr.  Adamson.  Does  not  the  extra  pay  for  overtime  induce  the  men 
to  consent  to  long  hours? 
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Mr.  WiLLARD.  It  never  occurred  to  me  in  that  light  before,  but  it 
is  a  matter  of  mutual  arrangen^ent  between  the  railroads  and  the  men. 
The  companies  are  interested  in  getting  the  trains  over  the  road  and 
in  avoiding  that  extra  payment. 

Mr.  TowNSEND.  That  would  be  paid  to  some  other  man,  so  that  the 
conipany  is  not  losing  anything  bv  it  ? 

Mr.  WiLLARD.  A  Hundred  miles  is  only  a  hundred  miles  an>nvay, 
and  if  the  train  gets  over  100  miles  in  the  time  prescribexi  no  over- 
time is  necessary  to  be  paid.  If  not,  the  extra  time  has  to  be  paid 
for,  so  that  it  is  really  a  penalty  on  the  company,  and  the  company 
is  anxious  to  cut  that  out  anyA^^ay. 

The  Chairman.  Is  it  usual  overtime?" 

Mr.  WiLLARD.  The  basis  on  which  the  men  arc  i)aid  usually  is  ten 
hours'  duty  for  100  miles  run,  and  it  is  imderstood  that  shall  con- 
stitute a  day's  pay  and  any  hours  in  excess  of  ten,  or  any  miles  in 
excess  of  100,  are  paid  for  pro  rata. 

The  Chairman.  But  not  at  an  increased  rate? 

Mr.  WiLLARD.  No,  sir;  the  same  proportionate  rate.  Our  records 
fail  to  show  that  accidents  have  teen  materially  affected  by  the 
number  of  hours  on  duty,  especially  on  the  Burlington  road,  and  it 
does  not  seem  to  me  or  to  us  that  tnere  is  much  connection  between 
the  hours  of  work  and  the  accidents. 

I  had  a  report  made  some  months  since,  after  this  matter  came  up, 
of  the  accidents  on  the  Burlington  road  in  the  last  five  years,  and  of 
968  accidents  reported  it  appeared  that  only  in  12  of  them  were  the 
men  on  duty  more  than  sixteen  hours,  and  it  was  not  claimed  by  the 
men  or  the  officers  that  the  fact  that  these  men  had  been  on  duty 
more  than  sixteen  hours  had  any  bearing  on  the  case. 

Mr.  TowNSEND.  Do  you  ever  make  any  record  in  your  books  of 
the  exact  causes  of  the  accidents? 

Mr.  WiLLARD.  Certainly.  Our  records  would  be  of  no  value 
unless  they  recorded  the  truth.  Those  are  the  instructions.  I  will 
say  immediately  that  I  am  in  favor  of  limiting  the  hours  of  labor. 
Understand,  I  am  not  trying  to  speak  in  defense  of  excessive  hours  of 
labor,  but  I  say  our  records  as  kept  fail  to  show  that  the  number  of 
accidents  or  the  results  of  accidents  have  been  seriously  affected  by 
the  number  of  hours  of  labor.     I  cite  this  just  for  your  information. 

Mr.  Burke.  Do  you  know  how  many  suits  grew  out  of  the  acci- 
dents you  had  for  damages  ? 

Mr.  WiLLARD.  I  suppose  our  records  will  show,  but  I  could  not 
answer  that.  W^henever  it  shows  in  cases  of  accident  that  the  men 
have  been  overworked,  law  or  no  law,  it  simply  clinches  the  case  in 
such  a  shape  that  the  companies  are  obliged  to  settle  on  whatever 
basis  they  can  make.  However,  the  railroads  are  committed  to  the 
principle  of  this  bill  in  their  agreements.  I  fancy  there  is  not  an 
agreement  in  effect  to-day  upon  any  large   railroad    that   does  not 

Erovide  that  when  men  have  been  on  duty  sixteen  hours  they  shall 
e  given  eight  hours'  rest  and  shall  not  be  required  to  go  out  again 
unless  they  have  had  rest,  except  in  cases  of  emergency.  In  that 
respect  the  railroads  are  committed  to  the  principles  of  this  bill. 
In  fact  they  actually  discovered  it,  and  took  steps  in  the  matter 
before  any  thought  of  legislation  was  had. 

I  shall  not  say  anything  against  a  bill  of  this  character,  but  I  would 
like  to  call  your  attention  to  some  particular  features  in  this  bill 
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which  it  seems  to  me  would  work  unnecessary  hardship,  and  fea- 
tures w^hich  it  seems  to  me  ought  to  be  modified  in  some  respects,  and 
without  attempting  to  affect  your  point  of  view  I  shall  speak  only 
to  that  end. 

The  title  of  the  bill  savs  it  is  "to  promote  the  safety  of  employees 
and  travelers  upon  railroads  by  liniiting  the  hours  of  service  of 
employees  thereon/'  I  would  call  your  attention  particularly  to 
lines  3,  4,  5,  6,  7,  and  8,  on  page  2.  I  am  referring  to  H.  R.  24373, 
because  I  think  that  is  the  best  bill  so  far  presented.  Those  lines 
read  as  follows: 

The  term  '*  employees, "  as  iwed  in  this  act,  shall  include  all  persons  actually  engaged 
in  or  connected  witii  the  movement  of  any  train  operaticm.  and  notwithstanding  that 
the  cars  upon  or  in  which  they  are  employed  may  be  held  and  operated  by  the  carrier 
under  lease  or  other  contract. 

So  re  of  us  think  that  that,  applied  literally,  would  cover  porters  and 
conductors  of  sleeping  cars  and  express  messengers  and  postal  clerks. 
Whether  it  is  the  intent  of  the  committee  to  apply  it  to  those  classes 
of  emploj'^ees  I  am  not  aw^are.  They  are  not  employees  of  the  railroad, 
and  tne  e  nployees  of  the  railroad  are  not  concerned  with  those  par- 
ticular classes.  But  it  it  was  applied  to  those  employees  it  would 
impair  the  efficiency  of  the  service.  It  is  the  practice  now,  I  think, 
for  the  PullTfian  porters  and  conductors  to  go  tnrouph  from  one  coast 
to  the  other,  from  the  Atlantic  to  the  Pacific;  and  while  probably  they 
never  have  eight  hours  off  duty,  they  do  arrange  their  hours  something 
as  sailors  do  at  sea;  they  take  ^Svatch  and  watch"  about,  and  in  that 
way  get  their  rest. 

It  is  certainly  better  and  pleasanter  for  the  passengers  to  have 
the  same  porter  going  througn  for  a  long  distance  than  it  would  be 
to  change  porters  at  frequent,  intervals,  and,  no  doubt,  the  feature 
that  might  appeal  to  the  people  who  travel  a  good  deal  might  suggest 
itself  in  that  connection-  here  would  be  half  a  dozen  porters  to 
settle  with  instead  of  one.  But,  however  that  iray  be,  tne  service 
would  really  be  impaired  by  changing  porters  frequently  in  going 
long  distances. 

Mr.  Maxn.  There  is  no  such  intention. 

Mr.  TowNSEND.  We  discussed  that  in  coiumittee. 

Mr.  Mann.  But  whatever  our  intention  may  be,  it  seen  s  it  does 
cover  that  indirectly.     We  have  a  suggestion  niade  now  as  to  that. 

Mr.  WiLLARD.  Yes,  it  seems  to  cover  express  messengers  and  Pull- 
man car  porters  and  conductors.  On  the  Wells-Fargo  express  train, 
say  running  from  Jersey  City  to  Chicago,  taking  twenty-four  hours, 
it  IS  the  practice,  I  thinfe,  to  have  the  express  messengers  run  throu«^h. 
Such  a  train  as  that  one  that  I  refer  to  is  on  the  Erie  Road,  with  which 
I  am  familiar.  It  is  called  a  ^'through  train, ^'  and  the  work  is  not 
heavy,  and  it  has  always  seemed  best  to  nm  them  through.  Of 
course,  it  would  not  affect  the  Erie  Railroad,  but  it  would  affect  the 
service.  However,  I  am  not  particularly  interested  in  that.  1  simply 
call  attention  to  it. 

Mr.  Escii.  That  first  section  is  the  exact  language  of  the  first  sec- 
tion of  the  arbitration  act  of  1898. 

Mr.  "WiLLARD.  I  am  not  opposed  to  that,  but  it  seems  to  me  if  they 
were  inlcuded  it  would  be  hardly  necessary  to  do  that,  having  in  mincl 
the  traveling  public  and  the  train  employees. 
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I  will  read  the  first  three  lines  of  section  2 : 

That  it  shall  be  unlawful  for  any  common  carrier,  its  officers,  or  agents  subject  to 
thifi  act  to  require  or  permit  any  employees  subject  to  this  act  to  be  or  remain  on 
duty  for  a  longer  period  than  sixteen  consecutive  hours,  etc. 

I  want  to  suggest  for  your  consideration,  gentlemen,  that  the  word 
*' knowingly"  be  used  before  the  word  **pennit"  in  line  11,  I  make 
that  suggestion  because  it  should  be  known,  when  the  company 
requires  a  man  to  do  something  that  he  is  in  fit  condition ;  but  on  a 
railroad  men  are  frequently  permitted  to  do  things  where  really  the 
officers  have  no  positive  control  over  them.  A  case  in  point  would 
perhaps  be  the  accident  on  the  Rio  Grande  a  few  years  ago,  where  the 
night  operator  went  away  without  permission  ancf  his  duties  were  per- 
formed by  the  day  operator  without  permission,  and  an  accident  hap- 
pened. 

Mr.  Richardson.  You  keep  a  record,  do  you,  of  all  the  time  that  a 
man  consumes  when  he  comes  in  and  goes  out? 

Mr.  WiLLARD.  Yes. 

Mr.  RiCHADSON.  What  good  would  the  word  '  ^knowingly  "  do,  then. 

Mr.  WiLLARD.  The  record  is  simply  after  the  fact,  and  not  before. 
The  record  simply  records  what  has  been  done.  We  have  no  way  on 
earth  whereby  we  could  absolutely  prevent  the  day  operator  from'per- 
forming  the  night  operator's  duty  at  a  station  away  from  headauart-ers. 

Mr.  EscH.  Does  not  every  operator  keep  in  touch  with  tne  train 
dispatcher?     Does  he  not  have  his  own  initials? 

Mr.  WiLLARD.  Yes;  but  they  use  the  other  fellow's  initials  under 
those  circumstances. 

Mr.  Kennedy,  The  onlv  way  the  dispatcher  could  tell  would  be  if 
there  was  something  peculiar  about  his  touch. 

Mr.  WiLLARD.  I  am  something  of  an  operator  myself,  and  I  know 
that  it  would  be  very  hard  to  detect  the  difference.  On  a  telephone 
it  would  be  less  difficult;  but  on  a  wire  it  is  difficult  to  tell.  It  some- 
times happens  in  the  West  that  w^  have  heavy  sleet  storms,  and  the 
wires  go  down ;  and  our  schedules  are  so  arranged  that  certain  regular 
trains  will  depart,  and  it  may  happen,  even  in  the  absence  of  schraule 
orders,  providing  the  regular  trains  due  have  arrived,  so  that  the  road 
will  not  be  tied  up  in  a  snowstorm.  In  those  cases  men  might  go  out 
when  they  ought  not  to  be  permitted  to  go,  and  inasmuch  as  the  men 
are  not  penalized  at  all  for  any  infraction  of  this  rule,  it  seems  to  me 
only  fair  that  you  should  say,  in  connection  with  the  words  men- 
tioned, something  like  this:  ^*That  it  shall  be  unlawful  for  any  com- 
mon carrier,  officers,  or  agents  subject  to  this  act  to  require  or  know- 
ingly permit,^'  etc.  We  certainly  would  be  held  responsible  for  what- 
ever tne  employees  may  do,  ana  it  hardly  seems  that  that  would  b 
quite  fair. 

Mr.  Baldwin.  You  will  find  in  the  record  a  number  of  protests 
from  the  train  dispatchers  themselves,  calling  attention  to  the  fact 
that  they  would  be  fined  $1,000,  and  some  of  them  say  in  that  record 
that  they  would  have  to  leave  the  service. 

Mr.  EscH.  That  is  the  provision  of  the  Senate  bill,  Mr.  Baldw^in, 
referring  to  the  thousand-aollar  penalty. 

Mr.  KicuARDSON.  How  do  you  draw  the  distinction  and  make  a 
distinction  between  the  two  words  used  there  in  conjunction — 
'* knowingly  permit?"  It  looks  to  me  as  if  there  might  be  a  con- 
fusion. 
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Mr.  WuLLARD.  If  an  officer  were  in  contact  with  the  men  at  all 
times,  we  would  not  ask  for  the  word  *^ knowingly.'*  It  is  simply  in 
connection  with  these  cases,  where  the  company  is  helpless  to  prevent 
men  from  going  on  duty  at  a  distance  from  headquarters,  that  we 
think  some  exception  should  be  made. 

Mr.  Richardson.  I  am  construing  the  words  together.  Would 
you  not  apply  the  word  ** knowingly"  there  to  the  word  *' permit ?'' 

Mr.  WiLLARD.  Yes;  to  permit,  not  to  require. 

Mr.  Richardson.  It  would  seem  to  me  to  be  tautology  if  you  per- 
mitted a  thing  and  then  applied  the  word  ** knowingly''  to  it.  It 
seems  there  would  be  tautology. 

Mr.  WiLLARD.  I  am  trying  to  cover  that  particular  point.  Pos- 
sibly you  can  assist  me.  If  a  case  like  this  should  happen  somewhere 
out  on  the  Burlington  road,  where  one  man  was  supposed  to  work  in 
the  daytime  and  another  was  supposed  to  work  at  night,  and  the  day 
man  was  working  in  the  place  of  the  night  man,  it  would  be  consid- 
ered as  constructively  ** permitted''  under  the  law,  and  we  would 
know  nothing  about  )t. 

Mr.  TowNSEND.  Could  not  that  be  covered  by  penalizing  any 
employee  who  goes  on  duty  to  relieve  a  man  in  that  way? 

Mr.  WiLLARD.  That  might  be  done.  Probably  a  very  small  pen- 
alty would  be  sufficient.  But  I  understood  that  there  was  a  very 
strong  objection  to  that;  and  it  seems  to  me  if  you  do  not  penalize  the 
men  by  a  small  fine,  or  in  any  way,  then  you  ought  not  to  blame  the 
companv  for  his  acts  in  violation  of  the  law  and  with  the  consent  of 
his  employers. 

Mr.  TowNSEND.  I  am  speaking  of  cases  where  a  man  is  relieved 
without  any  orders  of  the  railroad.  It  seems  to  me  if  we  could  penal- 
ize the  men  under  those  circumstances  we  would  accomplish  the  thing 
you  are  looking  after. 

Mr.  CusHMAN.  Right  in  that  cx)nnection,  let  me  ask  Mr.  Townsend: 
You  think  it  might  be  well  to  place  a  small  penalty  on  the  man  who 
did  something,  as  has  been  su^ested  here,  without  direct  orders  so 
to  do?  Do  you  not  also  think  it  w^ould  be  a  good  idea,  then,  where 
a  man  went  ri^ht  up  in  the  face  of  a  Federal  statute,  which  said  he 
should  not  work  over  sixteen  hours,  and  went  out  to  work  in  the  face 
of  that  statute— don't  you  think  a  small  penalty  on  the  man  who  did 
that  would  be  wholesome? 

Mr.  Townsend.  He  would  object  to  that  for  the  simple  reason  that 
the  man  himself  would  be  subject  to  such  conditions  that  he  could  not 
reoust,  not  voluntarily  assumeii  by  himself,  but  placed  upon  him  by 
others  who  were  over  him. 

Mr.  CusHMAN.  In  my  opinion  it  would  add  materially  to  the 
strength  of  the  bill  and  strengthen  tlie  hands  of  the  men,  because 
when  a  man  was  ordered  to  go  out  by  anybody  to  work  sixteen  hours, 
be  could  well  say,  '  'You  are  working  me  to  penalize  myself,  and  I  can 
not  do  an  unlawful  act. "     That  is  the  way  it  seems  to  me. 

Mr.  Mann.  Mr.  Willard,  I  suppose  your  idea  about  that  is  that  any 
man  in  your  employ  who  proceeds  m  the  line  of  his  work  without 
your  orcfering  him  is  permitted  by  you  to  do  it  ? 

Mr.  WiLLABD.  Yes. 

Mr.  Mann.  That  would  be  the  legal  position.  If  you  do  not  stop 
him,  and  he  is  in  the  line  of  his  employment,  then  it  is  not  only  by  your 
permission,  but  he  is  by  your  direction  doing  it? 
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Mr.  WiLLARD.  Yes.  I  am  not  trying  to  evade  any  responsibilities 
that  ought  to  rest  upon  the  company;  but  if  I  am  permitted,  I  will 
say,  in  reply  to  Mr.  Cushman,  that  I  hardly  think  your  suggestion 
would  be  desirable  for  this  reason :  Because  it  would  always  rest  with  the 
employee  to  decide  whether  there  was  a  case  under  the  rule  of  excep- 
tions here  that  would  permit  him  to  go,  and  I  hardly  think  that  ques- 
tion ought  to  be  debated  before  obeymg  an  order,  it  seems  to  me  the 
case  you  cite  would  be  covered  by  penalizing  the  company.  I  have 
no  desire  to  discuss  what  the  penalty  should  be,  because  we  expect  to 
obey  the  law. 

Mr.  Burke.  I  want  to  ask  you  a  question  along  the  line  suggested 
by  your  reference  to  the  niglit  operator  doing  the  work  of  tne  day 
operator,  or  the  day  operator  worlcing  in  place  of  the  night  operator. 
Suppose  the  night  operator  was  taken  suddenly  ill  at  the  time  he  was 
supposed  to  go  on  duty? 

Air.  WiLLARD.  If  no  exception  was  made  to  cover  a  case  of  that  kind, 
we  would  have  to  close  the  office  that  night. 

Mr.  Burke.  What  effect  would  that  have  on  the  movement  of 
trains? 

Mr.  Mann.  What  effect  would  that  have,  for  example,  on  the 
block-signal  system  ? 

Mr.  WiLLARD.  It  might  seriously  delay  the  trains.  I  could  not 
say  it  would  result  in  anything  more  than  serious  delays.  It  is  not 
possible  in  the  western  States  to  relieve  operators  immediately  at  all 
times.  It  frequently  takes  two  or  three  aa3^s.  You  have  to  get  men 
and  transport  them  long  distances. 

Mr.  Burke.  I  would  like  to  ask  you  one  further  question  in  that 
connection.  What  is  the  duty  of  a  day  operator  in  a  case  such  as  you 
cited,  as  to  leaving  his  post  of  duty  before  he  is  relieved  by  the  man 
who  is  to  take  his  place?  Suppose  the  night  operator  fails  to  appear 
from  negligence — does  not  ^'show  up,^^  to  use  that  expression. 

Mr.  WiLLARD.  Under  the  existing  conditions  he  would  ask  the 
train  dispatcher  for  instructions.  lie  might  be  instructed  to  remain 
on  duty  until  9  or  10  o'clock,  until  some  particular  train  had  passed. 
He  might  again  be  asked  to  remain  all  night.  That  would  depend 
upon  conditions. 

^  Mr.  EscH.  If  he  left  he  would  send  notice  to  the  train  dispatchers 
in  the  offices  on  each  side  of  him  to  the  effect  that  that  office  was 
closed,  and  that  would  result  in  the  delay  of  trains? 

Mr.  WiLLARD.  Yes. 

Mr.  Burke.  Are  there  not  points  where  the  necessity  of  an  oper- 
ator is  greater  than  at  other  points? 

Mr.  WiLLARD.  Oh,  yes;  of  course.     That  is  admitted. 

The  Chairman.  Mr.  Willard,  the  suggestion  of  Mr.  Townsend  a 
moment  ago  seemed  to  indicate  that  in  his  mind  the  employee  would 
be  under  a  disadvantage  if  he  refused  to  go  out  after  sixteen  hours  of 
labor,  and  that  he  would  be  constrained — I  think  that  was  the  word 
he  used — by  his  situation  to  go,  notwithstanding  the  law  forbade 
his  being  employed. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Is  there,  in  jour  judgment,  any  prudent  operator 
of  railways  who,  under  these  circumstances,  would  dare  to  discharge 
a  man,  having  in  view  his  union  labor  relations  and  the  power  of  that 
organization  ? 
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Mr.  WiLLARD.  Why,  Mr.  Chairman,  I  should  say  no.  I  have  read 
with  much  interest  the  testimony  that  has  been  given  before  this 
committee,  and  I  have  read  of  such  instances  as  you  refer  to,  but  I 
have  been  in  the  operating  department  of  railroads  for  twenty-seven 
years,  and  I  have  run  an  engine,  and  I  have  run  a  train,  and  I  have 
even  oeen  a  member  of  a  labor  union  for  five  or  six  years,  and  I  have 
known  that  side  of  the  case,  but  I  have  neVer  known  personally  a 
single  case  where  a  thing  of  that  kind  happened.  It  is  a  positive  rule 
of  the  Burlington  company  to-day  that  not  onlv  shall  we  not  require 
a  man  to  go  out  if  he  has  been  on  duty  sixteen  nours,  but  he  shall  not 
be  required  to  go  out  at  all  if  he  says  he  is  not  fit  for  duty,  and  the 
supermtendents  have  positive  instructions  that  in  such  cases  they 
shall  comply  with  the  requests  of  the  men. 

The  Chairman.  But  suppose  that  in  the  case  I  have  suggested 
there  was  an  invasion  of  tne  rights  of  the  employee.  He  has  the 
right,  as  well  as  its  being  his  duty,  not  to  go  on  the  road  after  being 
on  duty  sixteen  hours.  Suppose  there  was  an  invasion  of  his  rights. 
What  would  the  union  do  ? 

Mr.  WiLLARD.  Possibly  I  am  not  capable  of  answering  that,  but 
the  union  usually  does  this:  When  the  men  are  improperly  discharged 
or  disciplined — the  men  at  the  head  of  the  union  are  good  judges 
of  these  matters,  being  practical  men  themselves — they  always  make 
a  determined  effort  to  get  the  man  reinstated  if  he  has  been  im- 
properly dismissed. 

^lr.  Mann.  Is  that  a  somewhat  uncommon  occurrence? 

Mr.  WiLLARD.  Yes,  because  officers  are  human  as  well  as  men,  and 
occasionally  men  are  improperly  discharged.  The  officer  is,  perhaps, 
unconsciously  prejudiced  against  a  man  for  some  reason,  and  the  man 
is  dismissed,  and  the  man  appeals  to  his  superior  officers.  The  right 
of  appeal  is  accorded  them,  up  to  the  president,  and  sometimes  the 
cases  reach  me,  and,  upon  furtner  hearing,  if  it  appears  that  the  man 
should  not  have  been  dismissed,  he  is  reinstated. 

The  Chairman.  I  am  trying  to  find  out  what  protection  he  has 
through  his  union. 

Mr.  WiLLARD.  They  get  him  back  if  he  ought  to  go  back. 

Mr.  TowNSEND.  Do  thev  all  belong  to  the  union? 

Mr.  WiLLARD.  Not  all,  but  practically  so.  The  majority  of  all  the 
train  men  and  engine  men  belong  to  the  imion.  I  will  say  this  on 
behalf  of  the  railroad  unions  of  train  and  engine  men,  that  they  have 
never  undertaken  on  any  of  the  railroads  to  insist  upon  the  closed 
shop,  and  it  is  due  to  the  fact  that  the  railroads  and  the  employees, 
through  their  unions,  have  invariably  maintained  good  relations,  and 
there  has  never  been  any  pressure  along  that  line  on  the  part  of  either. 

Mr.  Burke.  I  would  like  to  ask  you  another  question  on  the  line  of 
the  former  question,  and  that  is,  if  this  provision  would  not  reach  the 
train  dispatcher  as  well  as  the  operator? 

Mr.  WiLLARD.  Yes. 

Mr.  Burke.  Would  not,  then,  the  same  situation  arise  with  re- 
spect to  the  train  dispatcher  in  one  of  the  local  offices,  and  the  train 
dispatcher  be  compelled,  by  reason  of  his  relief  not  appearing,  to  go 
on  and  perform  the  duties  of  the  place  or  else  cause  all  trains  to  stop 
on  that  division? 

Mr.  WiLLARD.  That  is  true.  That  might  happen.  Of  course  the 
train  dispatcher  usually  works  only   eight    hours  a  day,  so  that  he 
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might  do  his  work  and  the  work  of  another  without  exceeding  the 
sixteen-hour  limit.  But  if  a  man  under  these  conditions  would  not 
be  permitted  to  operate  until  we  could  get  another  man  there,  that 
would  result  in  serious  delay. 

Mr.  Burke.  You  have  at  division  points  what  is  called  a  train- 
master, have  you  not  ? 

Mr.  WiLLAED.  Yes. 

Mr.  Burke.  He  is  a  necessary  official  in  connection  with  the  move- 
ment of  trains,  is  he  not  ? 

Mr.  WiLLARD.  He  does  not  actually  give  orders  for  train  move- 
ments. He  holds  an  official  position,  it  is  true,  and  is  practically  on 
duty  all  the  time.  We  provide  telephones,  so  that  iii  tne  night  their 
advice  can  be  had,  if  necessary.  But  Ido  not  think  it  would  apply  to 
an  officer  above  the  rank  of  train  dispatcher. 

Mr.  Burke.  Is  the  train  master  of  a  rank  above  that  of  the  train 
dispatcher? 

Mr.  WiLLARD.  Yes,  usually;  but  sometimes  they  are  coordinate. 

Mr.  EscH.  You  generally  have  some  dispatcher  and  a  competent 
operator  in  reserve,  have  you  not  ? 

Mr.  WiLLARD.  We  have  three  men  in  each  dispatcher's  office,  usually 
known  as  working  or  trick  dispatchers,  who  work  eight  hours,  ana 
usually  we  have  some  extra  operators. 

Mr.  EscH.  So  that  these  contingencies  that  Mr.  Burke  refers  to 
would  hardly  arise  in  the  train  dispatcher's  office  ? 

Mr.  WiLLARD.  They  might,  but  the  chances  are  they  would  not. 

Mr.  CusHMAN.  Now,  as  to  whether  the  penalty  should  run  to  the 
company  and  its  officers,  as  well  as  to  the  employees 

Mr.  BuRKE.  What  is  your  position,  Mr.  Willard  ? 

Mr.  WiLLARD.  I  am  vice-president  of  the  Burlington  Company  and 
in  charge  of  its  operation. 

Mr.  CusHMAN.  Do  you  see  any  insuperable  objection,  from  the 
standpoint  of  opcraiion,  why  this  bill  should  not  contain  at  some  place 
a  provision  placing  a  penally  of  some  kind  on  the  man  who  violates  the 
sixteen-hour  provision  as  well  as  the  officers  and  agenis  of  the  com- 
pany? 

Mr.  WiLLARD.  I  will  answer  that  in  this  way:  I  would  not  penalize 
the  man  if  the  company  asked  him  to  go  out  and  he  went  out  because 
of  such  request,  believing  the  order  to  be  all  right  and  that  he  is 
required  to  go.  There  may  be  conditions  that  make  it  necessary  to 
require  a  man  to  go  out  again,  even  if  he  has  just  come  in  from  a  six- 
teen or  eigheten  hour  trip — a  wreck  or  something  of  that  kind,  which 
would  make  it  important  for  him  to  go — and  if  in  that  case  the  matter 
was  afterwards  taken  up  and  it  was  shown  that  the  company  was  at 
fault,  the  company  should  be  fined  and  the  man  not. 

I  do  not  think  it  would  be  wise  to  have  the  man  judge  in  each  case. 
We  could  not  stop  and  have  an  investigation  so  that  the  man  might 
determine  himselr  whether  it  was  an  unusual  case.  The  company  with 
which  I  am  connected  would  not  ask  a  man  to  go  unless  he  felt  com- 
petent to  go.  If  it  did,  the  company  ought  to  oe  fined  and  not  the 
man.  I  do  not  desire  that  the  man  should  be  penalized  in  that  caae. 
My  only  desire  is  this,  that  when  the  man  permits  himself  to  go,  when 
tlie  company  has  no  control  of  the  case  ana  does  not  know  of  it,  and  he 
permits  himself  to  be  employed,  and  is  a  party  to  an  arrangement 
whereby  the  man  is  employed  without  the  compay's  consent,  then  I 
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do  not  think  the  company  should  be  penahzcd.  If  the  company 
knowinglypermiis  a  man  io  do  it,  the  company  should  be  fined. 

Mr.  Kyan.  But  where  both  parties  know  of  it,  the  responsibility 
should  be  on  both  ? 

Mr.  WiLLARD.  I  think  so. 

Mr.  RicHARDSox.  I  understood  you  to  say  that  the  labor  unions 
had  not  insisted  upon  your  not  employing  anybody  but  union  labor. 

Mr.  WiLLARD.  We  have  open  shop. 

Mr.  Richardson.  Has  your  company  ever  made  any  agreement  or 
requirement  on  the  pari  of  your  employees  that  (hey  should  not  belonjj 
to  a  labor  union? 

Mr.  WiLLARD.  Not  in  recent  years. 

Mr.  Richardson.  It  did  do  it  in  years  past? 

Mr.  WiLLARD.  Yes;  that  is,  some  time  after  the  engineers' strike  on 
the  Burlington  in  1888. 

Mr.  Richardson.  What  operated  upon  you  to  make  that  change  ? 

Mr.  WiLLARD.  That  was  aone  before  I  went  with  the  company.  I 
have  been  with  the  company  only  three  years.  But  for  ten  or  fifteen 
years  the  company  did  not  favor  the  Brotherhood  of  Locomotive 
Engineers,  because  in  1888,  after  a  long-drawn-out  contest,  the  engi- 
neers were  defeated,  and  for  a  long  time  the  company  was  opposed 
to  that  organization. 

Mr.  Mann.  If  you  really  told  all  that  story  you  would  not  finish  it 
until  after  the  4th  of  March. 

Mr.  WiLLARD.    No. 

Mr.  Mann.  That  is  what  is  known  as  the  great  Burlington  strike. 

Mr.  Richardson.  Without  going  into  the  Burlington  strike,  do  you 
know  of  any  other  railroad  corporations  that  put  on  that  requirement 
now  when  they  go  to  employ  men  ? 

Mr.  WiLLARD.  I  know  personally  only  about  the  Burlington,  and 
I  can  only  say  that  we  do  not  object  to  our  men  belonging  to  labor 
unions.  We  do  object  to  men  holding  official  positions  oelonging  to 
the  labor  unions,  but  conductors  and  firemen  and  engineers  and  brake- 
men  are  allowed  to  belong  to  the  unions.  I  have  no  objection.  I  was 
a  member  of  a  union  myself  for  many  years.  I  recognize  that  the 
labor  union  is  here  to  stay.  I  am  not  opposed  to  it.  I  am  the  chief 
operating  officer  of  the  Burlington  to-dav,  responsible  for  its  opera- 
tion, and  we  put,  nothing  in  the  way  oi  the  unions.  Our  relations 
are  pleasant. 

Tne  next  thing  I  wish  to  speak  about  is  that  part  of  the  bill  which 
refers  to  exceptions — 

Provided,  That  the  provisionn  of  this  a<t  shall  not  apply  in  any  case  where,  by  reason 
of  unavoidable  accident  or  cafiiialty  or  act  of  God  not  known  to  the  <  arrier  or  its  agent  in 
charge  of  such  employee,  or  could  not  have  been  foreseen  with  the  exercise  of  reason- 
able prudence  at  tne  time  said  employee  left  a  terminal,  he  is  prevented  from  reaching 
his  terminal  within  the  time  specified  in  section  two  of  this  act :  Pronded further.  That 
the  provisions  of  this  act  shall  not  apply  to  the  crews  of  wrecking  or  relief  trains. 

It  seems  to  me  that  a  somewhat  broader  list  of  exceptions  should  be 
made  than  is  intended  in  that  language;  and  I  would  like  to  call  your 
attention  to  some  reasons  that  I  have  for  thinking  so. 

The  length  of  division  points  of  railroads,  or  rather  the  length  of 
operating  divisions,  as  a  n  le,  has  been  adjusted  to  a  distance  varying 
from  100  to  150  or  175  mile^,  depending  upon  circumstances.  Of 
course  it  is  to  the  interest  of  the  company  to  have  division  points  as 
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far  apart  as  possible  and  as  few  as  possible,  in  order  to  cut  out  the 
actual  delay  that  always  happens  at  such  places.  The  men  them- 
selves have  always  favored  aivision  points  longer  than  100  miles, 
beca'v  se  100  miles  is  recognized  as  a  day^s  work.  After  a  train  starts 
it  makes  very  little  difference  to  the  men,  in  case  the  train  is  not 
delayed,  if  he  n.ns  20  or  25  miles  farther  or  not,  so  that  the  men  have 
willingly  been  a  party  to  the  present  arrangement  of  things,  and  the 
Burlington  System,  which  is  9,000  miles  long,  has  divisions  of  30  or 
40  miles,  over  which  men  go  and  come  back  in  a  day,  and  it  has 
divisions  ranging  from  100  miles  to  163  miles,  but  over  which  they 
would  sometimes  not  get  within  the  limits  prescribed  in  this  bill,  and 
for  reasons  not  contemplated  in  this  list  of  exceptions. 

Mr.  EscH.  Name  some  of  them. 

Mr.  WiLLARD.  I  have  a  list  here  which  I  will  refer  to  for  con- 
venience. I  will  take  a  particvlar  case;  for  instance,  take  the 
La  Crosse  (Wis.)  Division  of  the  B;  rlington  System,  156  miles  lon^. 
I  will  preface  wliat  I  am  aboi-t  to  say  with  the  statement  that  this 
rule,  of  CO  rse,  will  not  applv  to  passenger  trains  or  stock  trains  or 
fast  freight  trains.  They  will  be  cv.t  out,  and  it  will  not  apply  par- 
ticularly to  some  of  the  light  freight  trains  on  some  of  the  light 
branches;  b'»t  it  will  apply  to  t  rains  carrying  1  mber  and  coal  and  stone 
and  things  of  that  kind*  which  n  n  at  a  slow  speed  and  pay  a  low 
rate.  We  consider  it  on  the  Burlington  good  practice  to  so  load  an 
engine  that  when  on  a  i  niform  low  grade  it  will  make  a  speed  of  12  to 
20  miles  an  hot  r.  I  will  speak  now  of  the  ^rado  between  southern 
Illinois  and  St.  Paul.  We  have  a  grade,  or  will  have  shortly  a  grade, 
on  that  line  not  exceeding  15  feet  to  the  mile,  and  the  company  has 
spent  upward  of  $5,000,000  in  the  last  foi  r  years  to  redi  ce  the 
OTade  in  order  to  handle  coal  cheaply  from  southern  Illinois  to  St. 
Pa'  1,  beca  se  it  is  a  good  coal  and  coi.ld  compete  with  West  Virginia 
coal  if  it  could  be  sold  at  a  low  price;  but  in  order  to  sell  it.it  is  neces- 
sary that  the  railroad  shovld  be  able  to  move  it  for  a  rate  i  nder  3 
mills  per  ton  mile,  and  it  has  either  to  be  moved  \  nder  economical 
conditions  or  else  it  can  not  profitably  be  moved  at  all.  The  standard 
Burlington  engine  will  ha'  1,  on  a  three-tenths  grade,  generally,  3,000 
gross  tons,  including  weight  of  cars. 

Mr.  EscH.  How  many  cars? 

Mr.  WiLLARD.  Probalily  not  over  fifty  cars.  The  engine  will  pull 
its  maximum  train  when  the  load  is  contained  in  the  fewest  cars.  We 
think  the  train  is  getting  along  in  an  economical  way  if  it  is  so  loaded 
that  it  will  run  from  12  to  18  miles  an  hour  after  it  is  started  and 
between  stations. 

Mr.  Mann.   You  mean  the  running  rate? 

Mr.  WiLLARD.  The  actual  running  rate — when  it  is  in  motion.  We 
find  also  on  a  single-track  railroad  a  train  loaded  so  that  it  will  make 
between  15  and  18  miles  an  hour  between  stations,  after  deducting 
necessary  delays  from  taking  on  coal  and  water  and  meeting  trains, 
a  uniform  rate  from  start  to  finish  of  10  miles  an  hour  will  be  shown, 
so  that  fifteen  hours  would  be  consumed  from  start  to  finish  for  a 
150-mile  trip;  and  if  we  did  that,  and  had  only  sixteen  hours,  say, 
certain  things  might  happen  which  would  make  it  necessary  to  relieve 
the  men. 

For  instance,  it  not  infrecj^uently  occurs  that  after  the  train  is  made 
up  in  the  yard  and  the  engine  has  started  to  go  with  it,  it  might  be 
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diffjcovered  that  a  car  has  been  put  on  the  train  bv  mistake  througli 
the  error  of  some  employee  in  making  out  a  way  bill — a  car  that  ought 
not  to  have  been  put  in — and  it  may  take  fifteen  or  twenty  minutes  to 
cut  it  out  and  get  another  in  its  place.  Those  things  all  happen  some- 
where on  the  road  practically  every  da}^  but  not  always  every  day  on 
the  same  division.  The  tram  finally  starts  and  it  may  get  in  within 
its  limit,  or  it  maybe  that  that  particular  train  gets  to  some  point  to 
take  water  and  finds  that  where  it  should  take  water  the  man  to  whom 
the  care  of  the  water  tank  is  intrusted  has,  perhaps,  let  his  pump  get 
out  of  order  or  let  it  freeze  up,  and  the  tank  is  not  full,  and  conse- 
quently time  is  lost  there.  It  may  be  that  the  train  is  to  meet  a  pas- 
senger train,  expecting  to  meet  it  with  very  little  delay,  but  that  pas- 
senger train  is  itself  delayed  at  its  connection  and  the  freight  is 
delayed  from  fifteen  to  twenty  minutes  there;  and  consequently, 
because  of  little  delays  that  could  not  be  foreseen  or  prevented,  that 
freight  train  will  be  prevented  from  getting  in  inside  of  the  sixteen 
hours.     One  hour  leew  ay  is  not  sufficient. 

Now,  there  is  one  of  three  things  we  can  do  to  prevent  that  and  get 
more  leeway.  The  first  thing  would  be  to  run  the  train  faster.  The 
passenger  train  w^ould  get  in,  and  our  fast  freights  w^ould  get  in;  but 
our  records  show^  that  45  per  cent  of  all  our  trains  carry  last  freight 
and  on  the  average  carry  less  than  68  per  cent  of  their  capacity.  That 
is  the  contribution  that  we  make  to  the  fast  freight  service,  and  in 
consequence  of  that  the  rates  on  the  fast  freights  are  higher,  and  the 
fast  freights  are  thought  to  be  profitable  even  under  those  conditions. 
But  we  could  not  afford  to  load  the  engine  to  that  slight  extent  in 
slower  freights,  and  it  would  not  be  to  the  interest  of  the  public  gen- 
erally, because  I  assume  that  the  public  and  you,  gentlemen,  who  rep- 
resent them,  are  all  interested  in  cheap  transportation,  so  far  as  it  can 
be  had  without  injury  to  any  one;  and  certainly  cheap  transportation 
means  carrying  as  large  a  load  as  is  proper  and  consistent  with  good 
policy;  so  that  I  take  it  we  could  not  reduce  the  weight  of  our  trains 
sufficiently  to  overcome  this  objection  and  continue  the  low  rate.  It 
would  not  be  a  profitable  thing  to  do. 

The  next  thing  we  could  do  would  be  this :  When  the  train  had  been 
on  duty  sixteen  hours  and  they  might  be  within  5  or  10  miles  of  the 
tenninal,  w^e  could  stop  them  on  a  sidetrack  and  let  them  rest.  Of 
course  that  might  be  objectionable  to  the  men  as  well  as  to  the  com- 
pany. There  might  be  no  proper  or  comfortable  f aciHties  there  for  the 
men.  We  could  perhaps  arrange  to  have  men  stationed  at  various 
places  to  w^atch  the  engine  while  the  men  would  be  relieved,  and  still 
that  w^ould  result  in  considerable  delay  to  the  freight  and  to  the  engine 
and  cars. 

Mr.  EscH.  It  we  made  it  eighteen  or  twentj^  hours  there  would  be 
the  same  objection? 

Mr.  WiLLARD.  Yes.  I  think  I  will  show  you  that  what  I  have  to 
suggest  in  that  connection  is  not  excessive  or  unreasonable,  but  some 
few  additional  exceptions  ought  to  be  provided  for  in  the  bill.  I  do 
not  think  we  could  stop  trains,  as  above  suggested,  as  a  regular  practice, 
and  we  would  have  left  the  only  remaining  alternative  of  maldng  the 
division  shorter.  That  will  have  to  be  done  in  many  cases  anyway. 
If  10  miles  an  hour,  including  all  stops  and  ordinary  delays,  is  an  eco- 
nomical speed  for  freight  trains — and  I  think  that  is  in  accordance 
with  the  practice  on  most  roads — then  a  division  120  miles  long  would 
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ordinarily  be  operated  within  not  to  exceed  twelve  hours,  and  would 
be  about  as  long  a  division  as  a  railroad  could  expect  to  operate  under 
this  law.  That  would  leave  four  hours  for  such  unusual  contingencies 
as  might  happen.  But  under  that  poHcy  we  would  have  to  change  a 
number  of  our  division  points,  and  it  would  mean  a  large  expense  to 
the  railroad  company  and  also  great  hardship  to  the  men. 

I  think  I  can  illustrate  that  better  by  an  actual  fact  that  happened 
on  the  Erie  Road  than  by  any  general  statement.  For  a  loujg  time  one 
of  the  division  points  had  been  at  Galion,  Ohio.  The  division  on  one 
side  was  too  long,  and  on  the  other  side  it  was  too  short.  It  was 
decided  to  move  the  division  point  to  Marion,  20  miles  away.  The 
men,  of  course,  objected  seriously,  because  it  meant  that  they  should 
move  away  fro.n  Galion.  They  said  there  would  be  a  great  loss  to 
them.  We  had  our  real  estate  man  go  to  Galion  and,  without  disclosing 
his  purpose,  find  out  the  actual  value  of  the  property  owned  by  rail- 
road employees  in  that  particular  place,  and  ne  founj  that  thepropH 
erty  was  worth  about  $700,000.  It  was  clear  that  if  the  men  were 
moved  away  tro  n  there  the  propertv  values  would  be  largely  destroyed, 
because  it  was  largely  a  railroad  village,  and  the  houses  would  be  of  no 
value  whatever,  because  there  would  be  but  few  people  to  live  in  them, 
although  the  land  might  be  valuable  for  agricultural  purposes.  WTien- 
ever  the  division  headquarters  are  removed,  there  will  be  more  or  less 
loss  in  that  direction,  and  it  will  bear  n  ore  heavily  upon  the  e:7;ploye^s 
than  upon  the  company. 

It  seems  to  me,  therefore,  that  a  little  broader  exception  might  be 
made  and  not  interfere  with  what  you  gentlemen  seek  to  accomplish 
in  preventing  the  habitual  delay  of  trains  and  keeping  the  men  on  duty 
too  long  hours.  That  might  be  accomplished  if  you  could  arrange 
that  when  men  were  delayed  on  a  division  by  unusual  causes,  by 
things  that  did  not  frequently  occur — delays  because  of  failure  of  the 
fellow-servants  or  the  failure  of  the  engine — that  could  not  be  foreseen. 
I  care  not  what  language  you  use,  but  use  simple  language  to  cover 
some  of  the  things  I  mentioned,  so  that  when  a  delay  occurs  from  some 
of  these  unforeseen  causes  the  company  may  be  permitted  to  let  the 
nien  finish  a  trip,  even  though  more  than  sixteen  hours  on  duty,  wo- 
vided  the  men  are  willing  and  able.  I  should  say  a  bill  of  that  Kind 
was  all  we  would  expect,  and  it  would  accomplish  what  you  gentle- 
men desire,  because  it  would  prevent  the  practice  which  it  is  claimed 
obtains  on  some  roads.  Possibly  the  Burlington  is  the  chief  offender 
in  that  respect.  I  am  not  here  to  defend  it  if  in  the  wrong.  But 
under  that  bill  it  would  prevent  the  policy  or  practice  on  any  road  of 
continually  keeping  the  men  on  duty  more  than  sixteen  hours;  and 
that,  I  understand,  is  the  chief  end  desired. 

Mr.  Richardson.  Does  not  a  hot  box  delay  you  now  and  then? 

Mr.  WiLLARD.  Yes. 

Mr.  Richardson.  Can  you  make  any  provision  against  that  oc- 
curring? 

Mr,  WiLLARD.  We  can  not  absolutely  prevent  a  hot  box  occurring, 
but  we  can  keep  the  occurrence  of  hot  boxes  inside  the  limit  of  what 
is  good  practice.  If  we  were  having  a  run  of  hot  boxes  on  a  division. 
it  woula  probably  be  shown  that  there  were  more  of  them  than  good 
railroading  oould  justify. 

Mr.  Richardson.  And  it  would  create  delay? 
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Mr.  WiLLARD.  Yes;  not  necessarily  serious  delay,  b.ut  perhaps  so. 
But  these  delays  that  I  have  mentioned  are  perhaps  more  difficult  to 
foresee  than  hot  boxes.  Take  an  engine  that  may  nave  been  running 
all  right  and  not  leaking,  and  making  its  steam  and  doin^  its  work; 
the  day  comes  when  a  flue  gives  out.  Usually  a  failure  of  that  kind 
would  not  seriously  delay  that  train,  but  it  might.  But  whether  an 
engine  fails  or  not  depends  largely  upon  the  engineer — as  much  as 
iipon  the  care  that  is  given  to  the  engine  at  the  terminals.  I  have  run 
an  engine,  and  I  could  take  any  locomotive  ever  built  and  if  I  wanted 
to  do  so  I  could  take  it  out  from  the  terminal  in  perfect  order  and 
back  into  the  terminal  leaking,  no  matter  how  good  an  engine  it  was, 
and  this  would  be  the  result  simply  of  abuse  and  neglect.  We  hope 
to  have  men  who  will  not  do  these  things;  but  our  men  are  not  all 
perfect,  although  I  think  on  the  Burlington  we  have  as  intelligent  a 
class  OT  men  as  are  to  be  found  anywhere.  Still,  those  things  might 
and  frequently  do  happen. 

If  they  should  happen  occasionally,  is  it  your  intent  that  the  road 
should  be  penalized  in  each  particular  case  ?  If  it  is,  I  think  the  bill 
covers  it.  If  not,  then  I  think  some  change  of  language  should  be 
ma^'e  so  as  to  cover  the  case  of  a  failure  of  an  employee  properly  to 
write  a  waybill,  or  the  action  of  an  employee  in  not  properly  supply- 
ing a  tank  with  water,  from  which  a  demy  might  occur  and  which 
would  cause  the  company  to  be  penalized. 

Another  thing:  It  is  the  practice  on  nearly  all  roads — certainly  it 
I3  on  the  Burlington — to  permit  train  men  on  slow  freights,  upon 
request,  to  stop  and  get  their  meals,  and  they  take  from  twenty  to 
thirty  minutes.  They  can  not  get  meals  as  quickly  as  the  men  on 
passenger  trains  can,  because  preparations  have  to  be  made.  Their 
pay  goes  on  all  that  time  when  the  train  is  being  delayed.  ^  On  a 
train  consuming  something  like  sixteen  hours  the  men  would  probably 
want  to  stop  twice  to  eat,  and  that  would  make  an  hour. 

Mr.  EscH.  On  the  Buriington  trains  do  they  not  usually  take  a 
lunch  with  them? 

Mr.  Wdllard.  Not  to-day.  They  did  when  I  was  running  on  an 
engine. 

Sir.  Adamson.  In  the  cases  you  describe,  where  certain  employees 
fail  to  do  their  duty  and  you  say  you  should  penalize  their  acts  and 
failures  and  make  them  responsible,  or  even  criminally  responsible, 
what  effect  would  the  enforcement  of  such  a  provision  have  upon  your 
securing  better  employees? 

Mr.  Willard.  All  men  will  make  errors,  and  a  man  calling  off  a 
waybill  might  call  off  a  wrong  number,  and  I  would  not  recommend 
penalizing  him. 

Mr.  Adamson.  Would  not  that  deter  them  and  make  it  more  diffi- 
cult forvou  to  employ  them? 

Mr.  Willard.  No.  If  they  make  too  many  mistakes  now  they 
sacrifice  their  positions.  If  they  were  penalized  they  might  not  be 
able  to  pay  it.  I  would  not  be  in  favor  of  that.  Occasionally  good 
men  maKe  mistakes.  I  simply  wanted  to  provide  for  that.  I  aid  not 
mean  to  indicate  that  I  would  penalize  the  men  when  required  to  go 
out  by  a  proper  official,  even  if  in  violation  of  the  law,  unless  such 
emtik^ee  willfully  and  knowingly  deceived  the  officer. 

There  are,  however,  provisions  in  the  bill  as  it  now  reads  which 
would  work  hardship  on  the  companies  and  result  in  the  delay  of 
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traffic  and  result  in  hardship  on  the  men;  and  it  seems  to' me,  if  I  am 
not  mistaken  altogether  as  to  what  you  seek  to  do,  that  you  can 
accomplish  your  ends  without  \vorking  hardship,  and  I  take  it  there 
is  no  intention  to  work  hardship,  provided  the  ends  sought  are 
accomplished. 

Mr.  Stevens.  When  you  fix  the  rate  of  speed  for  a  freight  train 
as  being  most  economical,  do  you  take  the  question  of  safety  into 
consideration? 

Mr.  WiLLARD.  Yes.  We  do  that  particularly  with  passenger  trains. 
We  limit  the  speed  of  our  passenger  trains,  and  do  not  permit  them 
to  exceed  specified  speeds  on  certain  parts  of  the  road.  We  have 
the  safety  and  comrort.  of  the  passengers  in  mind;  but  it  is  not 
necessary  to  do  that  on  freight  trains,  except  on  ver}'  steep  liills, 
and  we  have  few  of  them  on  tne  Burlington. 

Mr.  Stevens.  If  the  cost  of  operation  were  increased  by  the 
operation  of  this  law%  would  it  make  them  as  safe,  or  more  safe,  or 
less  safe. 

Mr.  WiLLARD.  I  do  not  think  it  w^ould  make  any  difi'erence. 

Mr.  Mann.  Suppose  you  had  a  coal  train  out  that  had  been  delayed 
so  that  it  would  not  reach  its  terminal  in  sixteen  hours  at  the  rate 
you  usually  had  the  train  go.  Would  it  be  possible,  with  a  little 
extra  work  in  firing,  to  get  up  steam  enough  to  make  the  train  run 
faster? 

Mr.  WiLLARD.  No ;  I  have  assumed  that  the  train  makes  the  speed 
I  have  spoken  of  with  the  engine  doing  what  it  was  intended  to  do. 

Mr.  Mann.  You  are  assuming  that  the  trains  are  heavy  enough 
to  exercise  the  full  duty  of  the  engine,  so  that  you  can  not  make  any 
better  speed  ? 

Mr.  WiLLARD.  Yes. 

Mr.  Kennedy.  To  increase  the  speed  you  would  have  to  lessen  the 
load? 

Mr.  WiLLARD.  That  is  what  we  would  have  to  do.  We  do  that 
with  fast  freight  trains  because  w^e  can  not  do  anything  else.  As  I 
said,  we  get  only  68  per  cent  of  the  capacity  of  the  engine  on  fast 
freights. 

Mr.  Mann.  Would  it  be  possible  to  set  out  part  of  the  cars  and 
thereby  reduce  the  weight  of  the  train  load,  and  thereby  make 
better  speed  ? 

Mr.  WiLLARD.  It  is  possible  to  do  that,  but  it  would  be  unecono- 
mical and  delay  the  business  set  off.  Another  train  would  have  to 
pick  it  up. 

Mr.  Mann.  You  are  assuming  a  case  where  it  would  be  an  excep- 
tion and  not  the  regular  thing.  It  would  be  practicable  to  do  that 
if  the  delay  occurred  early  enough  in  the  journey.  Of  course  if  the 
delay  occurred  late  it  would  take  longer  to  set  out  the  cars  than  to 
goon? 

Mr.  WiLLARD.  Yes;  but  in  any  event  it  would  make  it  necessary 
to  start  another  train  out  light  to  pick  that  up.  They  could  not 
take  up  those  cars  in  the  case  of  a  full  train,  so  tnat  in  order  to  take 
those  tney  would  have  to  start  out  light,  prepared  to  pick  those  up. 

Mr.  Mann.  We  are  assuming  that  tnis  is  an  exceptional  case; 
and  if  it  would  be  an  exceptional  case,  of  course  you  would  have  to 
have  an  exceptional  remedy. 
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Mr.  WiLLARD.  We  have  heard  a  good  deal  about  trains  starting  out 
with  a  full  load  and  pickins;  up  other  cars  in  addition.  As  a  matter 
of  fact,  I  have  never  seen  tliat  actuallv  happen.  A  full  load  is  a  full 
load,  and  it  is  not  any  tiling  else;  and  Laving  a  full  load,  you  can  not 
take  on  any  more  than  the  full  load  you  already  have. 

Mr.  Stevens.  Would  those  contingencies  occur  very  often  on  any 
one  division? 

Mr.  WiLLARD.  They  would  not;  but  on  a  road  as  long  as  the  Bur- 
lington those  things  might  occur  somewhere  on  that  railroad  every 
day. 

Mr.  Stevens.  You  spoke  of  taking  coal  from  southern  Illinois  to 
St.  Paul,  and  you  said  you  must  move  it  at  a  low  rate  or  not  at  all? 

Mr.  WiLLARD.  Yes. 

Mr.  Stevens.  If  you  based  your  rate  on  a  3,000-ton  load  for  that 
distance,  3^ou  would  take  into  consideration  this  matter  of  laying  off 
a  certain  portion  of  the  cars  for  a  certain  time,  say  a  month? 

Mr.  WiLLARD.  No.  If  we  found  this  section  of  the  bill  were  put 
into  effect,  we  would  have  to  readjust  that  piece  of  road  and  make  the 
divisions  as  near  as  possible  100  miles  in  length. 

Mr.  Stevens.  What  would  be  the  effect  on  the  rate? 

Mr.  "WiLLARD.  You  can  operate  a  railroad  with  100-mile  divisions 
economically.  That  would  not  be  a  serious  matter,  except  you  would 
have  to  have  more  terminals.  But  here  are  division  points  already 
built  up.  Men  are  already  living  there,  and  to  establish  new^  points 
you  would  have  necessarily  to  abandon  the  old  ones.  You  can  not 
put  division  points  everywhere.  You  must  have  places  suitable  for 
yards,  and  the  men  must  live  there,  and  in  any  event  it  destroys  the 
value  of  propertv  that  has  been  created. 

Mr.  Burke.  In  the  case  you  spoke  of  you  said  you  investigated 
that  and  found  $700,000  worth  of  property  affected  ? 

Mr.  WiLLARD.  Yes.  We  moved  the  division  point,  and  the  trains 
are  running  to  Marion  now.  Some  of  the  men,  I  understand,  have 
sold  their  property  at  Galion  and  moved,  and  others  are  living  still  at 
Gallon.  Thej'  have  not  sold  their  property,  because  they  can  not  get 
a  third  of  what  it  cost  them. 

Mr.  Adamsox.  The}'  are  hoping,  perhaps,  for  a  restoration  of  the 
division  ? 

Mr.  WiLLARD.  Yes.  It  was  an  unfortunate  thing,  but  it  had  to  be 
done  in  that  case  for  various  reasons.  But  a  similar  result  would 
happen  anywhere  in  the  moving  of  division  points.  Even  if  you 
would  gi'ant  all  the  things  I  recommend,  we  would  still  have  to  move 
some  of  our  divisions. 

Mr.  Mann.  I  wonder  if  there  is  anything  in  this  bill  that  would 
remove  the  division  point  from  La  Crosse,  Wis.  ? 

Mr.  WiLLARD.  That  has  not  been  contemplated,  but  under  the 
operation  of  this  bill  that  is  one  of  the  places  that  might  have  to  be 
aoandoned.  The  effect  of  the  bill  might  be  to  require  the  removal  of 
the  division  terminal  from  La  Crosse. 

Mr.  EscH.  You  have  the  biggest  model  engines? 

Mr.  WiLLARD.  Oh,  not  the  biggest,  but  we  have  large  modem  engines. 

Mr.  EscH.  You  have  recently  put  on  the  new  models.  I  have  seen 
them  hauling  80  cars. 

Mr.  WiLLARD.  You  may  have  seen  them  hauling  80  empty  cars. 

Mr.  EscH.  Do  not  the  men  complain  that  that  is  too  large  a  train? 
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Mr.  WiLLARD.  Yes;  they  complain,  it  is  true,  and  when  I  was 
running  an  engine  we  used  to  complain  of  hauling  30  or  40  cars. 
We  had  hand  brakes.  Now  the  brakes  are  operated  by  power.  It 
does  not  seem  to  me  that  the  lact  that  some  of  the  men  complain  is 
of  itself  vital.  The  question  is  whether  it  is  a  good  thing  for  every- 
body to  handle  that  class  of  business  at  the  lowest  possible  rates. 
That  is  either  a  good  thing  or  it  is  not.  As  I  view  it,  it  is  inconsist-ent 
with  cheap  operation  to  run  trains  with  less  than  a  proper  load. 

Mr.  TowNSEND.  The  question  here  is  whether  or  no  it  is  on  the 
line  of  safety  to  the  public  and  employees  rather  than  on  the  line  of 
economy. 

Hr.  WiLLARD.  I  do  not  think  there  is  any  question  of  safety  in- 
volved here.  Hauling  a  full  train  load  does  not  affect  the  question  of 
safety  in  any  way  different  from^hauling  a  partial  train  load. 

Mr.  EscH.  You  can  stand  it  just  as  well  as  your  competitors? 

Mr.  WiLLARD.  Yes;  but  I  am  serious  when  1  say  it  will  work  a 
hardship  upon  our  employees  as  well  as  upon  the  company,  and  it 
will  make  transportation^  more  expensive  than  it  otherwise  would 
be.  Of  course  we  can  do  it,  and  ii  the  transportation  is  made  more 
expensive,  in  the  end  the  people  will  have  to  pay  for  it.  Nobody 
pays  for  the  transportation  except  the  patrons. 

Mr.  Mann.  I  did  not  know  you  were  opposed  to  the  law  limiting 
the  hours  of  labor  to  sixteen,  with  reasonable  provisions. 

Mr.  WiLLARD.  I  am  not.  I  only  ask  that  you  broaden  your  ex- 
ceptions so  as  to  include  this  language,  or  something  like  it:  "In 
case  of  unexpected  or  unforeseen  emergencies,  or  something  that 
could  not  be  loreseen  by  ordinary  prudence."     That  is  all  I  ask. 

Mr.  Mann.  Let  me  ask  you  this  question:  There  is  a  railroad  that 
runs  under  the  track  of  the  Illinois  Central  Railroad  as  it  goes  into 
Chicago,  in  the  subway.  That  subway  is  now  full  of  water.  The 
railroad  officials  who  are  operating  that  road  know  that  it  is  full  of 
water.  It  is  something  that  has  already  occurred.  They  start  an 
engine  out  from  some  place  and  it  reaches  that  point.  Otf  course  it 
happens  to  be  in  Chicago,  where  they  can  get  around  by  some  other 
route,  but  it  might  happen  somewhere  else  where  they  could  not. 
That  would  not  be  an  unforeseen  contingency.  It  would  not  be  an 
event  that  happened  after  the  train  started.  It  would  be  something 
that  they  knew.  What  effect  would  it  have  upon  the  operation  of 
the  road  for  that  sort  of  a  train  to  start  out,  thinking  they  might  get 
that  trouble  out  of  the  way  before  they  got  there,  and  not  waitmg 
awhile  until  it  was  removed  ? 

Mr.  WiLLARD.  It  would  simply  mean  delay.  But  suppose  there  is  a 
wreck  and  the  dispatcher  gets  a  report  saying,  ''I  expect  to  have  it 
clear  in  three  or  four  hours,"  and  then  the  dispatcher  attempts  to  get 
his  trains  started  so  that  they  will  approach  there  at  tnat  time. 
Sometimes  there  is  a  miscalculation,  and  I  suppose  xmder  the  bill  we 
would  be  penalized  in  a  case  like  that? 

Mr.  Mann.  Take  the  situation  now,  where  they  have  floods  all  over 
the  Ohio  Valley  and  over  part  of  the  Mississippi  Valley.  All  the  trains 
have  not  stopped  running  on  those  roads  ? 

Mr.  WiLLARD.   No. 

Mr.  Mann.  And  yet  there  are  places  on  a  large  share  of  those  roads 
where  they  can  not  get  by.     They  take  their  chances  on  getting  around . 
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What  would  the  effect  be  if  the  law  said,  ''If  you  take  your  chances 
and  fail  you  have  got  to  pay  a  penalty?'' 

Mr.  WiLLARD.  1  should  say  that  a  man  or  person  or  a  corporation 
would  fulfill  its  obligations  if  it  did  those  things  which  an  ordinarily 
prudent  man  would  do. 

Mr,  Mann.  If  the  law  says  a  thing  can  not  be  done,  it  does  not  mat- 
ter what  an  ordinarily  prudent  man  can  do;  he  is  subject  to  the 
penalty. 

Mr.  WiLLARD.  I  say  that  when  we  fail  to  do  those  things  that  an 
ordinarily  prudent  man  ought  to  do  you  can  fine  us  if  you  want  to. 

Mr.  Mann.  I  have  not  seen  any  language  yet  with  reference  to  this 
bill  that  would  cover  fully  the  case  I  mentioned,  and  yet  that  is  a 
matter  of  everyday  occurrence. 

Mr.  Willard.  1  confess  I  am  unable  to  find  out  what  "casualty,'' 
here  mentioned,  means. 

Mr.  Mann.  The  bill  refers  to  the  casualty  which  has  happened  or 
which  could  not  be  foreseen. 

Mr.  Willard.  Yes. 

Mr  Mann.  Now,  if  a  thing  is  there  and  you  know  it,  you  can  foresee 
it.  If  you  have  to  stop  the  train  until  you -get  the  trouble  out  of  the 
line 

Mr.  Willard.  It  is  a  ma!  ter  of  frequent  occurrence  in  the  West  that 
in  the  fall  we  have  a  very  heavy  amount  of  stock  to  carry  from  the 
ranges  out  in  South  Dakota  and  elsewhere,  and  the  superintendent  has 
word,  say,  from  a  rancher  that  he  is  getting  his  round-up  in  shape  and 
will  have  his  slock  ready  at  a  certain  station;  next  Tuesday,  for 
instance.  He  starts  out  with  a  train  for  that  point,  intending  to  get 
there  at  the  time  agreed  to  in  order  to  load  the  stock.  There  is  no 
switch  engine  there,  and  no  houses  there.  It  simply  may  be  a  side- 
track. The  crew  that  went  there  musL  help  in  the  loading.  It  may 
happen  that  the  round-up  may  have  been  a  little  late  in  coming  in,  and 
the  loading  is  delayed  five  or  six  hours.  There  is  no  other  crew  there 
to  take  that  train  to  where  it  came  from.  It  may  have  consumed 
more  than  sixteen  hours.  I  would  not  consider  a  case  of  that  kind  as 
a  casualty. 

Mr.  Mann.  Could  they  not  be  put  off  duty  in  that  time  ? 

Mr.  Willard.  No;  not  in  every  case.  As  a  matter  of  fact,  all  these 
trains  that  put  up  so  much  extra  time  in  getting  over  the  road  are 
delayed,  ana  the  delays  cause  them  to  put  in  so  much  time  on  duty. 

Mr.  Mann.  You  call  them  on  duty  when  you  pay  them? 

Mr.  Willard.  Yes;  freq^uently  beginning  an  nour  or  a  half  hour 
before  they  leave  the  terminal  station. 

Mr.  Mann.  Take  the  case  you  mentioned  as  to  cattle.  Would  it  be 
practicable  to  put  those  men  off  duty  during  the  loading? 

Mr.  Willard.  No,  sir;  unless  we  take  a  relay  crew  there. 

Mr.  Mann.  You  could  not  take  a  relay  crew  there  without  paying 
them? 

Mir.  Willard.  No;  we  would  pay  them  while  they  were  riding. 
They  would  be  resting,  no  doubt.  That  is  a  thing  that  occurs  every 
fall. 

Mr.  Mann.  You  have  more  or  less  confidence,  I  suppose,  in  the 
fairness  of  the  Interstate  Commerce  Commission? 

Mj.  Willard.  Yes,  sir. 
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Mr.  Mann.  Would  it  help  matters  any  if  it  were  left  to  the  Inter- 
state Commerce  Commission,  which  under  the  bill  is  directed  to  make 
the  investigation  and  determine  whether  it  should  commence  a  prose- 
cution or  not  ? 

Mr.  WiLLARD.  I  think  it  would.  I  would  very  much  prefer  to  see 
it  that  way.  But  it  seems  to  me  it  would  be  better  if,  when  the  bill  is 
framed,  it  would  indicate  in  a  general  way  just  what  the  intent  is. 
It  seems  to  me  the  intent  now  is  not  clearly  shown  in  the  language, 
and  that  really  you  seek  to  do  a  thing  and  you  are  doing  it  in  an  un 
necessarily  severe  way.  It  seems  to  me  it  would  be  well  if  you  could 
only  see  your  way  clear  to  provide  in  some  language  to  cover  these 
unforeseen  contingencies  which  are  not  accidents  and  are  not  acts  of 
God,  but  which  yet  occur  somewhere  every  day. 

Mr.  Burke.  In  your  cattle-shipping  localities  there  is  frequently 
no  town  at  all.  Your  shipping  point  may  be  some  distance  from  a 
town  ? 

Mr.  WiLLARD.  Yes;  I  make  no  reference  to  the  stock  business  of 
Iowa  and  Illinois  and  other  well-settled  States.  I  refer  principally  to 
the  unsettled  ranges. 

Mr.  Kennedy.  The  crew  has  to  be  on  dutj^  all  the  time  on  that 

Mr.  WiLLARD.  Yos.  This  is  one  of  the  things  you  have  not  provided 
for  in  the  l)ill.  V\>  have  to  stop  the  train.  \Ve  ci-uld  not  afford  to 
pay  the  $500  penal. y.  I  do  not  care  what  the  penal. y  is  if  the  bill  is 
one  that  wo  can  live  under,  because  we  are  not  goirj^j  to  undergo  the 
penalty.  We  are  going  to  conform  to  the  law.  1  have  no  doubt 
that  we  will  accomplish  more  by  means  of  this  bill  than  we  have  been 
able  to  accomplish  without  i^  In  some  ways  it  will  spur  us  all  up  to 
a  little  extra  effort. 

Mr.  Mann.  If  this  bill  became  a  law,  would  it  be  possible  for  the 
railroad  companies,  as  a  matter  of  self -protection,  to  make  it  a  rule 
that  a  railroad  emplovee  who  remainea  on  duty  sixteen  hours,  not 
being  ordered  on  by  the  company,  could  be  discharged  as  a  result  of 
the  violation  of  the  law? 

Mr.  WiLLARD.  We  would  do  tliis,  no  doubt:  If  we  found  that  an 
employee  had  willfully  permitted  himself  to  be  employed  when  ho  had 
not  had  sufficient  rest,  we  would  dismiss  him  for  disobeyincr  orders 
and  subiecUncr  the  company  to  a  severe  penalty.  But  he  might  not 
be  found  out  in  i<  except  in  a  case  where,  as  in  that  Rio  Grande  acci- 
dent, it  was  called  lo  the  attention  of  every^body. 

Mr.llANN.  Suppose  a  train  was  stalled  and  you  were  without  tele- 
graphic communication,  what  would  your  order  be  as  to  that? 

Mr.  WiLLARD.  If  a  train  had  an  engine  that  would  not  do  its  duty, 
if  they  had  a  train  too  big,  which  none  could  foresee,  and  if  the  train 
men  had  not  discovered  the  fact,  and  for  any  reason  the  train  did 
stall,  I  think  that  ought  to  be  a  reasonable  exception. 

Mr.  Mann.  Suppose  it  was  not  excepted,  what  would  the  railroad 
company  be  Hkely  to  do  as  a  matter  of  orders  in  that  case? 

ilr.  Wn.LARD.  The  dispatcher  of  course  watches  them  on  the  wire. 
What  would  probablv  happen  would  be  this:  When  he  found  that  the 
train  was  bemg  so  detained  that  it  could  not  reach  its  terminal  on 
time,  he  would  have  to  look  far  enough  ahead  to  tell  them  to  stop  on  a 
side  track  somewhere  and  tie  up. 
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Mr.  Mann.  Have  you  not  places  where  a  dispatcher  could  reach  the 
train? 

Mr.  WiLLARD.  Yes;  but  in  some  places  he  could  not  reach  them. 
In  such  cases  it  would  be  for  the  men  to  decide  what  they  would  do. 

The  Chairman.  After  the  word  ^'Provided'' in  line  11,  on  page  3, 
strike  out  all  of  the  language  to  the  word  ''Provided^'  in  line  18,  and 
insert  in  lieu  thereof  the  following: 

Provided,  That  the  provisions  of  this  act  shall  not  apply  in  any  case  of  casualty  or 
unavoidable  accident  or  the  act  of  God,  nor  where  the  delay  was  the  result  of  a  cause 
not  known  to  the  carrier  or  its  agent  in  chaise  of  such  employee  at  the  time  said 
employee  left  a  terminal,  and  which  could  not  have  been  foreseen  with  the  exercise  of 
ordinary  prudence. 

Mr.  WiLLARD.  I  think  I  would  have  no  objection  to  that.  I  would 
want  to  look  at  it,  but  I  think  that  I  would  have  no  objection  to  that 
whatever,  because  I  think  it  covers  the  points  I  am  makmg. 

Mr.  CusHMAN.  Mr.  Chairman,  please  read  it  once  more. 

The  Chairman  (reading) : 

Provided,  That  the  provisions  of  this  act  shall  not  apply  in  any  case  of  casualty  or 
unavoidable  accident  or  the  act  of  God,  nor  where  the  delay  was  the  result  of  a  cause 
not  known  to  the  carrier  or  it«  agent  in  charge  of  such  employee  at  the  time  said  em- 
ployee left  the  terminal,  and  which  could  not  have  been  foreseen  with  the  exercise 
of  ordinary  prudence. 

Mr.  WiLLARD.  I  think,  Mr.  Chairman,  that  covers  it.  Of  course, 
as  I  said  before,  I  have  never  felt  that  the  bill  was  necessary.  But  we 
have  the  bill,  and  I  do  not  want  to  ask  you  gentlemen  to  put  some- 
thing in  the  bill  that  will  render  it  nugator}^  But  it  you  are  to  have  a 
bill  at  all,  I  think  that  would  cover  it  as  well  as  Vv  e  could  expect  it  to  be 
covered.     I  think  that  is  reasonable  and  fair. 

Mr.  Cushman.  There  was  some  suggestion  the  other  day  about 
the  use  of  the  word  "contingency.'' 

Mr.  WiLLARD.  I  think  the  chairman  read  the  word  "emergency.'' 

Mr.  EscH.  He  read  the  word  "cause." 

The  Chairman.  The  word  "cause."  "The  result  of  a  cause  not 
kno\^Ti  to  the  carrier." 

Mr.  WiLLARD.  I  think  you  should  probabl}^  except  those  things 
which,  in  your  opinion,  the  words  "prudence  and  foresight " could  not 
protect. 

Mr.  Adamson.  If  the  language  applies  to  an  emergency,  why  not 
call  it  an  emergency  ? 

Mr.  WiLLARD.  r  do  not  want  to  suggest  the  language  to  the  chair- 
man. 

Mr.  Mann.  What  vou  suggest  is  that  we  except  cases  where  the 
enforcement  of  the  law  would  simply  delay  the  transportation  of 
freight  and  passengers,  without  any  desire  at  all  on  your  part  to  have  a 
law  permitting  you  to  employ  the  men  over  sixteen  hours  ? 

Mr.  WiLLARD.  No,  sir;  1  have  no  desire  to  break  down  or  hurt  the 
law  in  the  direction  you  seek  to  go;  but  there  are  so  many  things  that 
happen  that  can  not  be  prevented  that  some  of  them,  I  think,  ought 
to  be  excepted. 

The  Chairman.  You  say  ''cause,"  Mr.  Esch,  or  some' one  found 
objection  to  the  word  ''emergency." 

Mr.  Esch.  To  the  word  ''contingency." 

Mr.  Mann.  Would  the  railroad  companies,  except  in  case  of  wreck, 
send  out  anew  men  who  had  just  come  in  after  working  sixteen  hours? 
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Mr.  WiLLARD.  I  would  say  '*  No  "  to  that.  We  would  not  do  it 
now.     It  is  against  our  orders  to  do  that  now. 

Mr.  Mann.  I  suppose  that  applied  to  the  Baltimore  and  Oliio  Rail- 
road, yet  I  suppose  they  did  not  pay  any  attention  to  it  in  the  case  of 
the  train  that  followed  the  Terra  Cotta  wreck. 

Mr.  WiLLARD.  May  be  this  law  will  help  in  enforcing  the  rules  that 
we  already  have  in  effect,  and  if  it  does  in  a  reasonable  way  I  am  not 
opposed  to  it. 

Mr.  Mann.  I  do  not  think  the  men  are  responsible  for  their  employ- 
ment in  excess  of  sixteen  hours. 

Mr.  WiLLARD.  In  my  own  experience  I  have  had  charge  of  a  loco- 
motive more  than  sixty  hours  at  a  stretch.     I  did  not  object  to  it. 

Mr.  Adamson.  Did  you  sleep  a  good  deal  after  that? 

Mr.  WiLLARD.  Yes;  and  I  was  not  in  fit  condition  to  work.  No  man 
ought  to  be  working  right  after  he  has  been  on  duty  more  than  thirty 
hours.  All  of  us  do  under  pressure,  staying  up  sixteen  or  twent^^  or 
more  hours  in  emergencies. 

Mr.  Mann.  I  have  seen  men  in  the  House  here  who  had  been  work- 
ing sixty  hours  and  still  were  in  ver}^  good  shape. 

Air.  WiLLARD.  I  would  not  want  to  have  an  engineer  on  the  Bur- 
lington working  sixty  hours.     I  am  opposed  to  that. 

Mr.  wStevexs.  What  do  you  think  was  meant  bv  ' 'relief  trains''  on 
page- 3,  line  20? 

Mr.  WiLLARD.  I  do  not  know.  I  suppose  that  may  be  construed  as 
trains  going  to  a  wreck.  As  an  illustration,  last  spring  the  Burlington 
Railroad  ran  relief  trains  in  connection  with  the  San  Francisco  disas- 
ter.    I  would  not  know  what  would  come  under  that. 

Mr.  Stevens.  There  is  a  condition  in  North  Dakota  now  of  much 
suffering  on  account  of  an  immense  snow  fall  and  lack  of  coal.  The 
railroads  running  into  that  part  of  the  country  are  seeking  to  get  coal 
trains  there  as  speedily  as  possible  for  the  relie?  of  those  people. 

Mr.  WiLLARD.  Yes.*^ 

Mr.  Stevens.  Now  those  coal  trains  are  trains  carrying  coal  that 
had  been  previously  ordered  in  course  of  business,  and  yet  those  trains 
are  really  carrying  relief  to  those  people  out  there. 

Mr.  WiLLARD.  That  is  such  an  unusual  thing  that  I  would  not 
try  to  decide  what  that  would  mean. 

Mr.  Stevens,  Might  not  th^t  condition  exist  frequently,  not 
merely  as  to 'snow,  but  as  to  other  causes? 

Mr.  WiLLARD.  That  has  not  happened  since  I  have  been  with  the 
Burlington — three  years. 

Mr.  Ryan.  Does  it  not  mean  relief  trains  to  a  wreck? 

Mr.  WiLLARD.  Yes;  that  would  be  the  proper  application. 

Mr.  EscH.  Or  carrying  relief  to  an  afflicted  town? 

Mr.  WiLLARD.  Yes ;  as  in  the  case  of  washouts  and  things  of  that 
kind. 

Mr.  EscH.  Would  it  not  coyer  relief  in  the  case  of  coal  trains  being 
hurried  to  the  relief  of  people  in  North  Dakota? 

Mr.  WiLLARD.  I  do  not  know. 

Mr.  Kennedy.  And  a  train,  for  instance,  carrying  fire  engines  from 
one  city  to  another? 

Mr.  WiLLARD.  Yes;  I  suppose  those  would  be  what  could  be  called 
relief  trains. 
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Mr.  Chairman,  I  will  read  just  one  paragraph  of  a  letter  addressed 
by  Burlington  employees  to  one  of  their  Representatives  in  Congress. 
Tney  say  [reads] — 

There  are  machinery  and  equipment  failures,  failures  in  running  gear  and  other 
appliances,  which  the  best  of  management  and  foresight  can  not  provide  against. 
Tiiere  are  failures  of  other  appliances  and  materials,  and  there  are  failures  on  the  part 
of  our  fellow-8er\anta. 


I  want  to  show  what  our  own  men  think. 

Mr.  Burke.  Was  there  any  inducement  on  the  part  of  the  company 
to  get  the  employees  to  write  that  letter? 

Mr.  WiLLARD.  No,  sir.  I  told  the  committee  of  employees  in  our 
office  that  I  was  opposed  to  this  bill,  and  I  told  them  now  I  thought 
it  would  affect  their  interest;  but  thev  were  not  told  to  write  that 
letter.  I  will  file  these  letters  with  the  committee,  with  your  per- 
mission, Mr.  Chairman. 

The  Chairman.  If  the  committee  were  disposed  to  adopt  this  lan- 
guage, I  suppose  nobody  would  want  to  be  heard  further  on  this 
matter? 

Mr.  WiLLARD.  Mr.  Chairman,  if  you  will  excuse  me,  I  wish  to  say 
that  I  speak  onlv  for  the  Burlington  Railroad.  I  do  not  assume  to 
speak  for  anybody  else. 

Mr.  Adamsox.  Mr.  Chairman,  the  hour  of  adjournment  has  arrived. 

Mr.  TowNSEND.  Won't  you  read  that  again,  Mr.  Chairman? 

The  Chairman.  I  shall  have  to  be  absent  from  the  committee  for 
three  or  four  days 

Mr.  Adamson.  I  move  the  adoption  of  that  amendment. 

Mr.  TowNSEND.  Please  read  it  again,  Mr.  Chairman. 

TTie  Chairman.  The  amendment  roads: 

Provided,  The  provisions  of  this  act  shall  not  apply  in  any  case  of  casualty  or 
unavoidaV>le  acci(fent  or  the  act  of  (io<i,  nor  where  tnc  delay  was  the  result  of  a  cause 
not  known  to  the  carrier  or  his  agent  in  charge  of  such  employee  at  the  time  said 
employee  left  a  terminal  and  could  not  have  been  foreseen  with  the  exercise  of 
ordinary  prudence. 

Mr.  Esch,  have  you  any  objection  to  that? 

Mr.  Escii.  It  is  about  as  wo  have  it. 

The  Chairman.  It  has  boon  moved  that  the  bill  bo  amended  by 
striking  out  all  from  the  colon  in  Kno  11  to  the  colon  on  line  18,  and 
inserting  on  line  11  the  aniondmont  that  has  boon  read.  All  who  are 
in  favor  of  this  amendmont  will  say  '^aye;''  those  opposed,  '*no." 
The  aves  seem  to  have  it;  the  ayes  have  it,  and  the  amendment  is 
a^eed  to. 

Mr.  Cushman.  That  loaves  the  second  proviso  in? 

The  Chairman.  Yes. 

Mr.  Richardson.  What  occasion  have  we  for  further  hearings  on 
this  bill? 

Mr.  W.  W.  Baldwin  (assistant  to  the  president  Chicago,  Bur- 
lington and  Quincy  Railroad).  There  is  a  suggestion  that  Mr.  Mann, 
I  think,  wanted  to  incorporate  in  the  bill,  and  that  is  the  idea  that 
suits  shall  be  brought  only  upon  order  of  the  Interstate  Commerce 
Commission  after  hearing. 

The  Chairman.  Yes. 

Mr.  Esch.  I  move  that  further  consideration  be  deferred  until 
Friday.  You  will  be  back  here  by  Friday,  Mr.  Chairman,  will  you 
not? 
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The  Chairman.  Yes. 

Mr.  Willard  filed  the  following  letters: 

Ottumwa,  Iowa,  January  ;?,  1907. 
Hon.  Wm.  p.  Hepburn,  Washington,  D.  C. 

Sir:  The  employees  in  the  train  and  engine  service  of  the  Ottumwa  division  of  the 
Chicago,  Burlington  and  Quincy  Railroad  held  a  meeting  at  Ottumwa  January  2,  1907, 
for  the  piupose  of  discussing  the  La  Follettc  sixteen-hour  bill. 

So  many  objectionable  features  to  the  proposed  law  were  developed  that  it  was 
deemed  advisable  to  draft  the  following;  protest  in  the  form  of  a  resoluti(5n: 

Whereas  a  }  ill  has  been  introduced  before  Congress  for  the  purpose  of  providing  a 
law  that  will  fix  a  limit  on  the  hours  that  railroad  employees  may  remain  on  duty  in 
train  or  engine  service  and  upon  the  hours  that  such  employees  shall  take  for  rest 
after  being  relieved  from  duty. 

Whereas  knowing  that  this  bill  has  objectionable  features  and  will  act  as  a  hindrance 
instead  of  promoting  the  welfare  of  the  etoployees  interested:  Be  it  therefore 

Resolved,  That  we  recommend  to  the  House  of  Representatives  and  Congress  that 
the  bill  be  either  amended  or  modified. 

While  legislation  may  be  needful  to  prevent  the  long  houi*s  in  service  that  poasiljly 
exists  in  some  localities,  we  believe  that  a  bill  can  be  drafted  which  will  contain  a 
reasonable  remcniy  for  such  evils;  therefore  we  are  opposeil  to  the  arbitrary.'  and  imprac- 
ticable conditions  imposed  by  the  bill  in  question.  We  use  the  word  impracticable 
advisedly,  because  we  know  from  experience  in  actual  strvit^e  that  unpreventable 
conditions  arise  rcTidering  it  a  matter  of  impossibility  for  a  railroad  company,  with  the 
best  efforts  of  ourselves,  to  move  its  trains  at  all  time  s  and  comply  with  the  one  excep- 
tion embodied  in  the  proposed  law.  These  conditions,  that  are  beyond  the  control  of 
ourselves  and  fellow-servants  who  man  the  trains  and  as  well  beyond  the  control  of 
those  in  charge  of  the  operation  of  trains,  are  numerous. 

There  are  machinery  and  ecjuipment  failures,  failures  in  running  gear  and  other 
appliances,  which  the  best  of  management  and  foresight  can  not  pnnide  against. 
There  are  failures  of  other  appliances  and  materials,  and  there  are  failures  on  the 
part  of  our  fellow-servants. 

We  object  to  being  tied  up  at  intermediate  points  between  terminals  or  within  a  few 
miles  of  our  homes.  We  would  much  prefer  to  exceed  the  limit  in  order  to  have  our 
rest  at  home  with  our  families,  rather  than  to  hunt  a  lodging  or  lay  around  some  countrv' 
farmhouse.  Such  a  measure  would  deprive  us  of  a  place  to  procure  proper  rest  anS 
would  cause  us  extra  expense  in  living. 

The  law  would  permit  of  the  railroads  c(mtinuo\isiv  keeping  us  away  from  our  homes. 
For  example,  a  train  and  engine  crew  could  be  held  off  for  rest  at  a  point  within  15  or 
20  miles  of  the  home  terminal.  After  completing  our  rest  we  could  be  called  upon,  and 
with  perfect  propriety,  to  complete  the  balance  of  the  trip  to  the  home  terminal, 
turning  right  back  with  a  train  to  the  other  end  of  the  terminal,  making  the  run  within 
the  limit.  If  the  run  could  not  be  made  within  the  limit  and  we  are  again  tied  up  at 
an  intermediate  point  we  might  not  be  able  to  reach  the  home  terminal  for  several  days. 

We  further  object  to  that  portion  of  the  bill  requiring  that  employees  have  ten 
hours'  rest.  We  make  this  objection  because  it  conllicts  with  our  contracts  with  the 
railroad  company.  We  are  satisfied  with  the  pre.^ent  practit  e  for  a  rest  of  eight  hours 
and  would  prefer  no  change.  Men  on  trains  in  through  .sc^rvice  are  compensated  by 
the  mile.  Our  agreements  provide  that  any  singh^  crew  may  make  a  certain  number 
of  miles  per  month,  with  a  rest  of  eight  hours.  A  certain  numl»er  of  crews  are 
required  to  perform  this  mileage,  and  a  longer  pericfd  of  rest  woidd  naturally  force 
the  employment  of  a  larger  number  of  crews,  which  would  reduce  our  mileage  and 
necessarily  our  means  of  providing  a  living.  We  believe  that  the  proposed  bill  will 
work  a  serious  hardship  on  the  men,  as  well  as  the  railroad  company,  in  other  respects 
which  are  not  mentionwl  and  which  will  arise  as  time  goes  on:  Therefore,  be  it 

Resolved,  That  we,  as  employees  of  the  railroad  company  and  as  citizens  entitled  to 
personal  liberty,  request  you  to  lend  your  aid  in  procuring  a  modification  or  amend- 
ment to  the  pn)posed  law  to  meet  the  objections  we  have  specified. 

M.  E.  Crane, 
Chief  Conductor  Order  Rail  way  Conductors. 
John  Steward, 
Chief  Engineer  Brotherhood  Locomotive  Engineers. 
L.  Stevens, 
Master  Brotherhood  Railway  TTmnmen. 
C.  B.  Charter, 
Master  Brotherhood  Locomotive  Fvremen. 
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PROTEST  PROM   CHICAGO,    BURLINGTON"    AND    QUINCY  TRAIN   MEN. 

Creston,  Iowa,  December  10,  1906. 
Hon.  Wm.  B.  Allison,  Hon.  J.  P.  Dolliver,  Hon.  \Vm.  P.  Hepburn,  Hon.  John  F. 

Lacey,  and  Hon.  Walter  I.  Smith,  Washington,  D.  C.        ' 

Gentlemen:  At  a  meeting  held  December  9,  1906,  of  the  men  employed  in  the  train 
and  engine  service  on  the  Creston  division  of  the  Chicago,  Burlington  and  Quincy  Rail- 
road, the  following  resolutions  were  adopted: 

Whereas  it  has  come  to  our  notice  that  there  is  now  pending  before  Congress  and  the 
House  of  Representatives  a  bill  known  as  H.  R.  bill  18671,  or  better  known  among  us  as 
the  sixteen-hour  bill,  which  we  think  has  some  very  objectionable  features:  Therefore 

Be  it  resolved.  That  we  recommend  to  the  HoiLse  of  Representatives  and  Congress 
assembled  that  the  arbitrary  parts  of  said  bill  be  modified.  While  we  are  in  favor  of  a 
law  of  some  kind  that  will,  as  a  rule,  do  away  with  long  hours  on  duty,  we  do  believe 
and  know  that  there  are  circumstances  that  arise  in  the  handling  of  traffic  by  railroads 
that  whUe,  strictly  speaking,  are  unavoidable,  yet  would  not  come  under  the  excep- 
tions provided  for  in  the  bill  as  it  now  reads.  There  are  numerous  things  that  mignt 
happen  to  a  train  that  is  only  a  few  miles  from  its  terminal,  and  perhaps  on  the  main 
line,  and  the  time  limit  might  expire  before  relief  ( <nild  be  gotten  to  them.  Then 
again  a  crew  might  be  but  a  few  miles  fn)m  their  home  tenninal  and  the  tiuie  expire, 
when  in  a  few  minutes  perhaps  they  could  reach  their  home  terminal,  where  they  could 
get  their  rest  at  home  as  they  should.  We  do  not  believe,  gentlemen,  that  you  want  to 
make  a  law  that  will  compel  a  crew  to  lay  up  5  or  10  or  15  mik^  from  their  home  ter- 
minal just  because  the  sixteen  hours  was  up:  then,  when  their  rest  was  up,  run  them 
into  their  home  terminal  and  doul^le  them  right  out  of  it  ui?ain.  Then  again  a  crew 
may  have  a  hard  run  from  their  home  terminal  to  thi^ir  away  from  home  terminal, 
which,  under  the  bill  as  proposed,  would  compel  them  to  have  eight  or  ten  hours  off 
duty,  as  the  case  mi^ht  be.  Now  this  crew  stands  for  a  goml  run  home  (after,  say,  five 
or  six  hours  rest)  which  will  take  them  to  their  home  terminal  in  five  or  six  hours,  and 
we  have  a  run  like  tliis  on  this  division  ever>'  day,  which  hiis  been  handled  very  satis- 
factorily to  both  the  men  and  the  railroad  company  with  this  five  or  f?x  hours  rest. 

We  think  it  would  be  a  hardship  on  the  railroad  company,  but  a  much  greater  hard- 
ship on  the  men,  if  the  railroad  company  was  comoelled  to  keep  a  crew  at  this  particular 
point  (and  there  are  numerous  other  points  just  like  tliis  in  this  gr(»at  Unitcxi  ptates)  to 
protect  this  train,  just  because  this  other  crew  could  not  get  the  whole  of  the  rtxiuinnl 
eight  hours  off  dutv:  Therefore 

Be  it  resolved.  That  we  request  you  to  do  all  in  your  power  to  .>*()  amend  this  bill  in 
favor  of  the  railroads  of  this  countrv  so  that  unavoi(ha])le  and  unforeseen  accidents  be 
excepted,  and  in  favor  of  the  men  tfiat  when  an  hour  or  two  will  get  them  to  their  home 
terminal  be  excepte<l,  and  further,  in  favor  of  the  men.  that  when  a  few  hours  rest  at 
their  away  from  home  terminal  will  start  them  toward  their  home  terminal  that  the 
men  be  aflowc*d  to  use  their  f>wn  judgment  as  to  whet  hen-  they  are  able  t^o  go  or  not. 

F.  S.  Barnes, 

For  conduciors, 
C.  W.  Clark, 
M.  J.  Miller, 

For  engineers. 
H.  B.  Snyder, 

For  brakemen, 
J.  E.  Sheppard, 

For  Jiretne7i, 

Cowniiifec. 


brotherhood  of  locomotive  enoineers. 

Ottum  wa  ,  low  A ,  Xovanber  24 ,  /  906. 
Mr.  J.  F.  Lacey, 

Representative^  Sixth  District  of  lowa^  Washington,  D.  C. 
Dear  Sir  and  Friend:  I  wired  you  yesterday  at  Oskaloosa  for  a  conference  with 
a  committee  of  railway  employees,  ana  your  brother  wired  me  that  you  were  at 
Wafihington,  D.  C. 

The  flubject  we  wished  to  see  you  about  was  one  of  great  interest  to  the  railway 
employees  in  the  operating  department — ^that  is,  the  "sixteen-hour  bill."     Unless 
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there  is  some  modification  to  that  bill  I  believe  it  will  work  an  undue-  hardship  on 
the  engine  and  train  men. 

I  have  been  told  there  is  a  similar  law  or  bill  now  in  force  in  France  that  has  caused 
the  degeneration  of  railway  employees  in  that  country.  You  may  know  something 
about  this  law,  and  whether  that  is  true  or  not.     However,  if  there  is  an  arbitrary  law 

Ced,  I  can  see  where  it  will  in  a  number  of  cases  be  the  cause  of  keeping  men  away 
i  their  homes,  when  thirty  minutes  or  an  hour  would  brin^  them  to  the  terminal 
where  their  homes  are,  and  they  could  then  enjoy  their  rest  with  their  families. 

If  you  will  let  me  know  when  you  are  home,  we  will  call  upon  you  and  try  and  show 
you  some  of  the  objectionable  features  of  such  a  law. 

Hoping  you  will  give  this  matter  some  consideration,  I  am. 
Yours,  respectfully, 

J.  W.  Dalton.  General  Chairman. 

STATEMENT  OF  MR.  W.   L.  PARKS,  GENERAL  SUPERINTENDENT 
UNION  PACIFIC  RAILROAD. 

Mr.  Parks.  Mr.  Chairman  and  gentlemen,  I  think  the  amendment 
proposed  fixes  the  bill  satisfactorily  to  us.  I  represent  the  operating 
department  of  the  Ilarriman  lines.  I  believe  that  the  Union  Pacific 
Railroad  is  perhaps  the  only  s^^stem  that  has  got  a  record  of  the  num- 
ber of  employees  on  duty  sixteen  hours.  We  have  been  following 
this  matter  very  carefully  for  several  years,  and  I  have  brought  with 
me  a  compilation  of  every  individual  employee  who  was  on  the  road 
over  sixteen  hours  for  the  month  of  November,  and  I  would  like  to 
submit  that  to  the  committee.  All  I  have  to  say  as  to  that  is  in 
writing. 

The  Chairman.  Would  it  please  you  just  as  well  to  have  it  printed 
in  our  hearings? 

Mr.  Parks.  Yes,  sir. 

The  Chairman.  Very  well.     It  can  be  filed. 

Mr.  Parks  filed  the  following  document: 

The  so-called  Harriman  lines  for  a  number  of  years  back  have  ^iven  the  question  of 
permitting  crews  to  remain  on  duty  only  a  reasonable  length  of  time  special  consider- 
ation. Reports  have  been  required  from  the  accounting  department  showing  the 
number  of  the  train,  its  arrival  and  departure,  tonnage  handled,  and  the  time  con- 
sumed between  terminals.  Within  the  last  year  it  was  decided  to  supnlement  this 
with  a  special  report  required  from  division  superintendents,  showing  eacn  individual 
case  where  crews  were  on  the  road  over  sixteen  hours.  From  such  reports  a  monthly 
statement  has  been  compiled  showing  the  total  number  of  men  employed,  by  classes, 
total  number  of  trips  made  or  days  employed,  number  ot  trips  or  days  on  duty  ten 
hours  or  less  and  per  cent  of  total,  num])er  of  trips  or  days  on  duty  over  ten  hours  and 
not  over  twelve  hours  and  per  cent  of  total,  numV>er  of  trips  or  days' on  duty  over  tw^elve 
hours  and  not  over  sixteen  hours  and  per  cent  of  total,  and  number  of  trips  or  days  on 
duty  over  sixteen  hours  and  per  cent  of  total. 

A  copy  of  this  statement  for  the  Union  Pacific  for  the  month  of  November,  1906,  is 
submitted  with  supplementary  report*,  explaining  briefly  ea^-li  individual  case  and 
the  cause  of  train  having  been  on  the  njad  over  the  required  time.  This  enables  the 
operating  officials,  as  w^^l  as  the  vice-president  and  general  manager,  to  whom  the 
report  is  furnished,  to  note  at  a  glance  the  exact  conditions  existing  in  this  respect  and 
to  take  such  action  as  might  be  dc^emexl  necessary'  should  the  rc^port  indicate  an  abnor- 
mal number  of  employees  engaged  on  duty  excessively,  especially  in  train  service. 

The  individual  cases  are  followed  uj),  first  l)y  th(»  train  masters  and  assistant  super- 
intendents, then  bv  division  superintendents,  and  later  bv  the  general  superintend- 
ents, with  a  view  of  eliminating,  so  far  as  might  be  practicaWe,  all  excess  hours. 

We  find,  after  a  careful  study  of  the  question  from  its  many  view  points,  that  it  is 
absolutely  impossihle  to  entirely  prevent  ca^^es  of  hours  on  duty  over  sixteen.  In 
some  instances  it  would  be  auite  difficult  to  explain  the  failure  to  accomplish  this. 

The  present  terminals  of  tiie  Union  Pacific,  for  illustration,  were  fixed  by  natural 
conditions— incidentally  by  United  States  Government  engineers — ample  wat«r  sup- 
ply being  the  most  important  requisite.  For  instance,  to  analyze  the  conditions  of 
the  main  line  between  Omaha  and  Green  River,  Omaha  was  naturally  the  starting 
point  of  the  Union  Pacific  on  the  Missouri  River.    Grand  Island  was  selected  as  the 
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first  terminal,  a  distance  of  154  miles,  located  near  the  junction  of  the  Wood  River 
with  the  Platte  River;  ample  water  for  this  terminal  was  assured.  The  next  terminal 
was  fixed  at  North  Platte,  at  the  confluence  of  the  North  and  South  Platte  rivers, 
137  miles  from  Grand  Island,  where  an  ample  water  supply  was  again  available.  At 
any  point  west  of  there  it  would  be  practically  impossible  to  secure  this  supply.  At 
Sidney,  123  miles  distant,  on  the  Ltnige  Pole  Creek,  the  supply  is  somewhat  uncer- 
tain, but  so  far  has  proven  sufficient  for  a  small  terminal  witnout  shops.  Cheyenne 
is  located  at  the  base  of  the  Rocky  Mountains,  on  Crow  Creek,  which  provides  ample 
water  for  this,  one  of  the  largest  terminals. 

The  next  tenninal  was  fixed  56  miles  west,  on  the  Laramie  River,  a  short  division, 
as  will  be  noticed,  unquestionably  located  to  secure  the  water  from  a  large  spring  in 
that  vicinity,  and  which  could  be  supplemented  by  the  river,  if  necessary.  The 
next  terminal  was  fixed  at  Rawlins,  Vjv  Rawlins  Springs,  located  by  (lenerals  Dodge 
and  Rawlins,  which  later  proved  inadequate,  and  a  pipe  line  was  constru(!ted  to  the 
North  Platte  River  at  a  cost  of  approximately  §^300,000,  which,  perhaps,  illustrates 
that  it  would  have  been  better,  even  in  this  ca.se,  U.)  have  located  near  the  North  Platte 
River;  but  the  valley  there  being  narrow,  this  could  not  have  been  accomplished 
without  the  crmstruction  of  a  pipe  line.  The  next  tenninal  was  llxed  at  Clreen  River, 
on  the.Green  River;  and  nowhere  intermediate  would  there  have  b(*en  sufficient  water 
to  operate  the  road.  We  have,  therefore,  terminals  fixed  in  this  way  by  nature,  and 
which  can  not  be  changed. 

The  business  of  the  rf)ad  has  grown  vctv  rapidly,  parts  of  it  in  Wyoming  having  a 
greater  density  of  traffic  than  perhaps  any  other  transcontinental  line.  The  gross 
tons  handled  on  the  main  line  Ix'tween  Omaha  and  North  Platte,  291  miles,  during 
the  month  of  November,  1906,  was  184,101,483  t^ms.  On  the  main  line  ])etween 
North  Platte  and  Green  River,  533  miles,  357,552,368  tons.  This  required  from  25 
to  35  freight  train  crews  on  each  fnMght  district,  with  16  passenger  trains  between 
Omaha  and  Valley,  14  between  Valley  and  Nq^-lh  Platte,  12  between  North  Platte 
and  Juleeburg,  and  10  l)etween  Jule^burg  and  (in  en  River.  It  will,  therefore,  be 
rt^dily  obs(r\wl  that  on  the  heavier  di.'itricts,  pay  between  Rawlins  and  Green  River, 
a  distance  of  134  miles,  the  railroad  is  a  busy  one,  the  den.sity  of  traffic  for  November 
on  this  dii^trict  being  329,212  tons  1  mile  per  mile  (.f  road. 

In  this  territory'  it  is  quite  impoKsihle  to  get  the  crew.s  over  the  district  in  all  cases 
within  the  sixteen  hours,  simply  l)e(ause  they  are  not  able  to  make  their  meeting 
points  for  passenger  trains  and  tn\ch  other  and  accomplish  the  trip  in  a  {•■pecilitHl  time. 
The  local  work,  unloading' way  freight,  switching  cai*s,  etc.,  is  ])nieticallv  nil.  The 
problem  here  is  one  solely  of  the  "human  equation''  not  being  able  to  handle  the  trains 
advantageously  in  order  that  they  may  make  the  best  [)o>8ible  runs  to  which  they 
are  entitled  by  reason  of  th(»  (^onunmlities  carriinl. 

After  the  passenger  trains,  live  stock  is  given  the  pref<Tence,  then  perishable  com- 
moditit«,  then  ordinary  time  freight,  ami  then  c(»arse  commodities,  such  as  coal, 
lumber,  etc.  It  is  the  latter  trains  that  usually  encounter,  from  necessity  under 
the  requirements  of  the  business  world,  the  greater,  (belays.  This  territory^  is  at  an 
olevation  of  from  six  to  eight  thousaml  feet,  subject  during  at  least  six  months  of 
the  year  to  the  heavy  winds  and  snow  storms  incident  to  the  Rocky  Mountain  region, 
which  are  great  factors  in  retarding  at  times  the  mov(*ment  of  trains.  As  above  stated, 
it  would  be  utterly  impossible  to  shorten  the  terminals  on  account  of  the*  physical 
conditions  of  the  road.  The  other  alternative  is  to  double  track,  which  is  l)eingdone 
as  fast  as  labor  and  material  can  be  funiish(xl,  and  the  wc.rk  has  been  under  way 
even  before  increaswl  business  seemcnl  to  have  warranted  it. 

We  have  attempted  to  require  the  men  to  ''tie  up"  at  intermediate  stations,  if  it 
would  take  them  longer  than  sixteen  hours  to  reach  the  terminal.  This  has  always 
been  met  with  violent  opposition  on  tlie  part  of  th(»  men,  who  claim  that  it  is  a  great 
hardship,  in  that  the  country  is  so  sparsely  settled  it  is  impcxssible  for  them  to  secure 
acconunodations,  and  that  they  are  required  to  watch  their  locomotives  and  trains 
under  these  circumstances,  which  is  a  gnater  hardship  than  to  continue  to  the  end 
of  the  run  where  locomotives  and  trains  can  ])e  turncHl  ov(t  to  others  to  care  for  and 
proper  rest  obtained. 

It  is  a  rule  that  when  they  reach  the  end  of  a  terminal,  no  matter  how  quickly  they 
may  have  gone  over  it,  they  shall  take  eight  hours'  nst  before  again  going  on  duty. 
This  insures  that  their  physical  condition  is  at  the  b(»st  when  they  start  with  their 
tmiDs. 

Notwithstanding  the  enormous  single-track  business  handled  by  the  Union  Pacific, 
it  would  perhaps  be  pertinent  to  here  call  attention  to  the  accidents  in  train  service 
during  tne  month  under  discussion.  There  was  a  total  of  7  accidents,  the  most 
expensive  of  which  to  the  company  amounted  to  $325  in  property  damage,  and  was 
caused  by  defective  equipment.     There  were  3  minor   yanl  collisions,  amounting 
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to  $606,  3  derailments,  caused  by  defective  track,  amounting  to  $339.  The  total 
property  damage  was  $1,270  for  all  of  the  accidents  that  occurred  during  the  month. 
On  the  basis  of  locomotive  mileage  for  that  month  of  1,551,621  miles  there  were  4.51 
accidents  per  million  locomotive  miles,  with  a  property  damage  of  $820;  no  persons 
killed  or  injured;  an  increase  in  business  of  10.45  per  cent  over  the  same  month  in 
1905.  There  was  not  an  accident  caused  by  negligence  of  operation,  nor  due  to  crews 
on  duty  more  than  a  reasonable  length  of  time. 

From  the  statement  showing  the  continuous  hours  on  duty,  it  will  be  observed  that 
there  were  161  cases  of  engineers,  firemen,  conductors,  and  brakemen  on  duty  over  six- 
teen hours,  the  four  groups  including  practically  the  same  cases.  This  would  show  that 
it  is  possible  to  operate  a  great  many  trains  imder  not  the  best  conditions  and  facilities 
with  a  small  number  of  accidents.  It  will  be  noticed  that  quite  a  number  of  dela\'5 
were  caused  bv  snow  blockades  and  storms,  which  would  follow  through  nearly  all  the 
cases  on  the  Wyoming  division,  where  the  number  seems  to  be  abnormal  as  compared 
with  other  divisions,  the  weather  during  the  month  having  been  unusually  severe. 
In  a  great  manv  of  the  cases  there  were  opportunities  for  relaxation  from  responsibility 
without  any  risk  of  accident  whatever. 

I  use  the  Union  Pacitic  Railroad  in  my  Illustrations  for  the  reason  that  being  directly 
connected  with  tliat  line.  1  am  naturally  better  acquainted  with  its  statistics  and  physi- 
cal condition.  They  will,  however,  apply  to  all  the  lines  under  the  jiU"isdiction  of  Mr. 
Julius  Kruttschnitt,  wlu)  has  made  a  hobby,  or,  i)orhaps  1  might  better  express  it,  a  very 
intense  study  of  the  elimination  of  railroad  accidi»nts.  ita  lias  always  considered 
excessive  hours  on  duty  an  important  factor,  and  I  am  froe  to  sav  that  a  sincere  effort 
has  been  made  during  the  past  several  years  on  all  the  afliliated  lines  under  his  direc- 
tion to  reduce  to  a  minimum  the  rases  where  crews  are  on  duty  more  than  sixteen 
hours.  Operating  oflicials  have  full  authority  to  spend  whatever  money  may  be  neces- 
sary to  accomplish  this,  as  well  a.s  to  provide  mechanical  safeguards.  In  a  v<»ry  short 
time  the  "'Overland  routo,"  or  main  line,  will  be  entirely  ecjuipped  with  automatic 
electric  block  signals  from  Omaha  to  San  Francisco,  the  longest  stretch  of  such  signaling 
in  the  world.  The  material  is  on  tho  irroimd,  nearly  all  of  the  signals  are  up  and  a  great 
many  in  operation:  others  coming  in  daily.  Double  tracks  and  other  facilities  are 
being  added  as  fast  as  possible.  It  is  cer('ainlv  not  a  question  of  money,  but  one  of 
time,  controlled  by  a])ility  to  obtain  material  and  men,  and  to  use  it  without  tcx) 
seriously  interfering  with  lrafii(\ 

If  Krutts(hnitt  bolieve<l  that  a  peremptory'  order  to  not  permit  another  employee 
connected  with  train  movement  to  remain  on  duty  over  sixte(»n  hours  was  possible  of 
accomplishment,  I  have  no  doubt  but  what  the  order  would  go  out  to-day;  it  would 
have  gone  out  long  ai!:<).  He  is  a  pract  ical  as  well  as  a  theoretical  operating  official,  and, 
therefore,  knows  liow  to  go  about  it. 

If  the  (lOvernuK^nl  attempts  to  accomplish  this  other  than  in  a  rational,  conserva- 
tive, practical  manner,  can^fully  analyzing  existing  conditions,  there  will  be  the  great- 
est cong(\«tion  of  traflic  in  this  country  heretofore  known  in  the  world's  historj'.  It 
may  result  in  a  panic,  and  will  surely  cause  gn»at  suffering  and  perhaps  loss  of  life.*  prac- 
tically taking  over  the  immediate  siipervision  of  some  218,000  miles  of  railroad,  the 
operation  of  which  is  as  delicately  balanced  as  a  watch;  to  put  the  linger  in  the  works 
in  the  wrong  place  v.ill  have  a  serious  effect. 

If  theOovernment  is  sincere  in  enforcing  the  law  as  it  passed  the  Senate,  they  will 
drive  from  i\w  service  the  really  capable  and  conservative  dispatchers.  They  will 
not  put  themselves  at  the  mercy  of  the  rank  and  file  with  such  heavy  penalties  a^  the 
result  of  holding  a  crow  on  duty  over  the  pn-scribed  time.  I  will  state  further  tliat  in 
my  opinion,  ba-ed  on  thirty  years  of  actual  and  active  experience  in  the  train  service 
and  tne  handling  of  trains,  the  GovernnK^nt  can  not  enforce  the  law  literally;  it  is  a 
practical  impossibility  as  the  railroads  are  now  constituted.  If  they  do  not.  the 
responsibility  for  accident^  occurring  under  circumstances  in  which  the  hcmrs  on  duty 
are  involvtn^l  will  fall  on  its  at]:(»nts.  It  will  bring  the  Interstate  (^ommerce  Commission 
troubles  and  perplexiti(\s  beyond  anything  they  have  yet  experienced  or  conceivcnl  of. 
Detectives  will  not  be  ner-es.sary;  tlie  rank  an<l  lile  will  furnish  plenty  of  cases  and 
ample  evidence*.  It  will  b(»  held  to  menace  the  ollicial  who  may  for  cause  discharge 
them.  If  the  problem  is  solved  somehow,  as  was  done  by  the  Safety  Appliance  and 
twenty-eight  hour  law,  gradually  working  up  to  the  desired  end,  it  can  be  done.  The 
railroad  should  ))e  penalized  and  not  the  employee's;  unless  the  train  and  enginemen 
are  includetl.  To  do  otherwise  will  set  one  class  of  employees  a^inst  another,  creating 
discord  where  harmonious  relations  are  equally  as  important  as  in  the  Army. 
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Union  Pacific  Railroad  Company. 

Statement  showing  continuous  liours  on  duty  for  the  month  of  November,  1906. 
NEBRASKA  DIVISION. 


Class. 


Dispatchers . 

Operators 

Engineers... 

Firemen 

Conductors.. 
Brakemcn... 

Yardmen 

Towermen. . . 


:  Total  I  Num- 

Total   nimiLer  ber  of 

number  of  tripsitrips  or 


Per 


F  Num- 
Ker  of  ! 
trips  or 

.days  on 


Por 


of  men    made  Idays  f  n  cent  of     ":::^n  i  cent  of 


Niun- 
,  ber  of 
trips  or> 
days  on 


em-     or  days  duty  lOj 
ployed,     em-    I  hours 
j  ployed. I  or  less. 


total. 


hours 
innd  not 
I  over  12 

hours.  1 


total. 


I  Num-  I 
ber  of  ! 

dntv        ^'®''    !t"Ps  ^r     ^®r 
»V.«r  19 '  cent  of  days  on;  cent  of 
)\eriJ.  jQ^^j       ^y^y  l^totaJ. 

over  16 
'  hours. 


over 
hours 
and  not 
over  16 
,  hours. 


13  1 

360  1 

155  1 

4,464  1 

152  ' 

4,033  1 

152 

4,033 

103  , 

2,332 

202 

4,643 

194  . 

5.t)62 

14  1 

420 

360 
420 
1,752 
1,752 
925 
l,78(i 
2,524 


100.0 
9.4 
43.4 
43.4 
39.7 
3S.4 
44.6  : 


I 


I 


4,018 
1,392 
1,392 

635 
1,275 
2,674 

420 


90.0 
34.5 
34.5 
27.2 
27.5 
47.2 
100.0 


26  I 
869  I 

752 

1,541  I 

464 


1 

0.6  .. 

21.6 

20 

0.5 

21.6 

20 

.6 

32.2  1 

20 

.9 

33.2  1 

41 

.9 

8.2  '.. 

WYOMING  DIVISION. 


Dispatchers 18 

Operators 139 

Engineers 221 

Firemen 221 

Conductors 143 

Brakemen 286 

Yardmen 124 


540 

390 

72.3 

150 

4,170 

360 

8.7 

3,810 

6,868 

4,458 

M.9 

1,«)3 

6,8t>8  1 

4, 458 

W.9 

1,«)3 

4,336  1 

2,86<) 

m.  1 

765 

8,672 

5,732 

66.1 

1,530 

3,837 

548 

14.2 

2,093 

91.3 

24.6  5»W           8.8           118             1.7 

24.6  rm          8.8           118            1.7 

17.6  588         13.6           117             2.7 

17.6  1,176         13.6          234            2.7 

70.1  596         15.6    


KANSAS  DIVISION. 


Dispatchers ,  6  I  180 

Operators 144  '  4,075 

Engineers 90  '  1,646 

Firemen 84  1,646 

Conductors 61  1 ,  571 

Brakemen 115  2,988 

Yardmen 85  1,980 


160 
450 
1,259 
1,259 
1,187 
2,147 


88.0 
11.0 
76.0 
76.0 
76.0 
72.0 


20 
3,501 
181 
181 
180 
384 


12.0 
85.0 
10.0 
10.0 
11.0 
13.0 
53.0 


124 
200 
200 
198 
44.') 
920 


I 


4.0 
11.0 
11.0 
12.0 
14.0 
47.0 


12  I 


3.0 
3.0 
1.0 
1.0 


COLORADO  DIVISION. 


Dispatchers ,  11  316  i 

Operators 102  2, 580 

Engineers 93  2,204 

Firemen 118  2,204 

Conductors 65  1, 651 

Brakemen 130  3,300 

Yardmen 63  1,247 

Towermen 2  iK) 


299 
180 
1,598 
1,598 
1,176 
2,;i50 
823 


05.0  ■ 
7.0 
73.0 
73.0 
71.5 
71.3 
6(i.0  , 


17 

5.0 

,987 

77.0 

346 

15.2 

34(» 

15.2 

216 

13.3 

432 

13.0 

400  , 

32.0 

60' 

100.0 

413 

16.0 

257 

11.7 

257 

11.7 

256 

15.0 

512 

15.6 

24 

2.0 

3 

0.1 

3 

.1 

3 

.2 

6  ' 

.2 

TELEGRAPH  DEPARTMENT. 


Operators . 


1,324       1,027 


77.6  ' 


218 


16.4  j 


GRAND  TOTAL. 


Dispatchers ,  48  , 

Operators i  591 

Engineers I  566 

Firemen 575 

Conductors 372 

Brakemen ,  733 

Yardmen 466 

Towormen 10 


1,396 

1,209 

86.0 

187 

13.4 

16.613 

2, 437 

14.7 

13,534 

81.4 

14,751  ' 

9,067 

61.6 

3,612 

24.6 

14,751  1 

9.0()7 

61.5 

3. 612 

24. 6 

9,890  , 

6, 154 

62.2 

1,796 

18.2 

19,603  1 

12.015 

61.3 

3.621 

18.5  1 

12,726  . 

3, 895 

30.6 

6,827 

53.7 

480  ' 

480 

100.0 

633  1 

3.8 

9 

0.1 

1,926  1 

13.5 

147 

.4 

1,925  1 

13.5  . 

147 

.4 

1,794  1 

18.1 

146 

1.5 

3,674  ! 

18.9 

293 

1.3 

2,004  1 

15.7  '. 
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Maximum  number  of  hours  of  employees  on  duty,  November ^  1906. 

Trainmen:  29  hours  18  minutes.  Meeting  trains.  Wyoming  division. 
Englnemen:  29  hours  18  minutes.  Meeting  trains.  Wyoming  division. 
Operators:  18  hours.    Omaha  headquarters.    Bad  weather  and  slow  work.    Nebraslca  division. 

W.  T.  Parn, 

General  Superintendent, 
Omaha,  Nebr.,  December  18 j  1906. 


CauM  of  employees  being  on  duty  over  sixteen  hours y  November,  1906. 
NEBRASKA  DIVISION. 


Date. 


Train  or  station.      I  On  duty, 


Nov. 


7 
7 
7 
7 
10 
8 
8 
13 
14 
2 
3 
3 
8 
11 
13 
14 
17 
19 
21 
27 


Cause. 


No.51 

No.  55, 2d 

No.  55.4th... 
Express  1825.. 

No.  55, 2d 

Express  1731. , 
Express  1714. , 

No.  57 

No.  55,  2d  .... 
Express  1863. , 
Express  1727. . 

Express  33 

Express  1725., 
Express  1864. . 
Express  18(i2. . 
Express  1730.. 
Express  1723. . 

Express  35 

Expn^ss  I860.. 
Express  18(53.. 


H.  TO. 

16  35 
18  03 

17  20 

17  20 
16  50 

18  24 

16  25 
18  30 

17  25 
17  00 
16  05 

16  3.5 

17  25 
17  20 

16  40 

17  25 

17  00 

18  05 
17  40 
17  10 


Held  out  Grand  Island  yard  2  hours. 

Hold  out  Grand  Island  yard  3  hours  and  30  minutes. 

Held  out  Grand  Island  yard  2  hours  and  40  minutes. 

Cleaning  flre  and  meeting  trains. 

Held  out  Grand  Island  3  hours. 

Pulled  out  drawbar  and  chaining  up. 

Do. 
Engine  leaking. 

Local  work  and  meeting  trains. 
Delayed  account  storm. 
Meeting  trains. 

Do, 
Local  work. 
Engine  failure. 

Delayed  Brady s  Island  2  hours. 
Local  work. 
Bad  weather. 
Meeting  trains. 
Engine  failure. 
Local  work  and  meeting  trains. 


WYOMING  DIVISION. 


Nov. 


i! 


Express  1979. . 

Express  1628.. 

No.51 

No.55 

Extra 

No.  55 

Express  1508. , 
2  i  Express  1510. . 
2  \  Express  1515. . 

Express  236. . . 

Express  242... 

Express  1637. . 

Express  1905.. 

Express  241... 

Express  240. . . 

No.55 

Extra 

No.54 

No.55 

Express  1623. , 

Express  236. . . 

Express  233... 

Express  1508. 

Express  232.. 

Express  1641 . 

?^xpre8s233.. 

Express  1622. 
„  Express  1510. 
5  I  Express  1630. 


Express  1{»47. 
Express  1645. 

No.  51 

No.  53 

No.  64 

Express  1508. 
Expre8a227.. 

No.  3d  56 

No.  4th  56.... 

Extra 

No.  2d  25 

Express  227.. 
Express  1519. 


18  50 

17  15 

16  50 

18  25 

17  55 
17  15 
17  45 
21  10 

17  25 
16  45 

18  55 

21  10 

18  35 
20  15 
16  30 

19  35 

19  45 
16  45 

22  00 
16  50 

16  55 

20  25 

17  40 

18  10 

17  20 

19  00 

19  10 

18  25 
22  40 
18  10 

17  20 

18  40 

16  OH 

17  12 

18  50 
18  15 
16  45 

16  35 

20  10 
18  25 

17  00 
20  26 


I  Cleaning  fire  and  meeting  tmins. 

Coal,  water,  and  meeting  trains. 
'  Meeting  trains  and  orders. 
I  Meeting  trains. 
Do. 
Do. 
'         Do. 

Do,  \ 

Do. 
Do. 
I         Do. 

Delayed,  loading  sheep  and  meeting  trains. 

Meeting  trains. 
Do 
I  Loading  stock  and  meeting  trains. 
I  Meeting  trains. 

Meeting  trains  and  local  work. 

Meeting  trains. 
'         Do. 
I  Meeting  trains  and  coal. 

Meeting  trains. 
I         Do. 

Meeting  trains  and  derailment. 
'  Meeting  trains  and  switching. 
'  Meeting  trains  and  picking  up  cars. 

Meeting  trains. 
I         Do. 
I  Fireman  sick  and  meeting  trains. 

Meeting  trains. 

Orders  and  meeting  trains. 

Pick  up  cars  and  meet  trains. 

Meeting  trains. 
Do. 
Do. 

Rimnlng  for  water  and  meeting  trains. 

Blocked  at  Sidney  and  meeting  trains. 

Deraihn«it  and  meeting  trains. 

Engine  derailed  and  meeting  traloB. 

Meeting  trains. 

Pulled  out  drawhead  and  meeting  trains. 

Meeting  trains. 

Switchmg  and  meeting  trains. 
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Gauge  of  employees  being  on  duty  over  sixteen  hourf,  Novembery  1906 — Continued. 


Date. 


Train  or  atation. 


7     Kxpress  1518 

7     Express  1624 

7     Express  2:j3 

7     Express  lh90 

7     Express  1639 

7  Express  1612 

8  No.  51 

8  I  No.  2d  51 

8     No.53 

8  '  No.  55 

9  :  No.  2d  61 

9     Express  1916 

10     No.  5.5 

10     No.2d55 

10     Extra 

10  No.55 

11  No.  61 

11  ,  No.  2d  61 

11  I  No.  3d  61 

11     No.55 

11  I  No.  2d  55 

11  I  No.  52 

11     No.  54 

11     No.  2d  54 

11     Express  1515 

11  :  Express  1508 

12  '  No.53 

12     No.54 

12     Express  1909 

12     Express  1510 

12  Express  1624 

13  Express  169.5 

13     No.55 

13  ;  No.54 

13  '  No.  I8t55 

13  '  No.  3d  61 

15     Express  1691 

15  I  No.  2d  61 

15  ;  No.  3d  61 

No.53 

No.  2d  53 

No.55 

No.54 

Express  1907 

Express  842  and  888. 

No.  61 

No.55 

No.  2d  55 

No.  52 

No.54 

No.  2d  54 

Express  1623 

No.  61 

Express  233 

Express  1673 

Express  1642 

No.53 

No.  .55 

No.53 

Express  1908 

No.  57 

Express  1630 

Express  1635 

Express  1916 

Express  229 

23  I  Express  1905 

23i  No.53 

23     Express  1624. 

N0..51 

Express  229 

No.  61 

Express  1H44 

Express  1846 

Express  1910. 


On  duty. 


Cause. 


H.   m. 


20 

20 

20 

00 

16 

40 

16 

H) 

17 

25 

17 

:w 

18 

(lO 

29 

IS 

23 

49 

20 

o:j 

17 

45 

17 

liO 

19 

.S5 

18 

00 

16 

10 

16 

20 

16 

25 

16 

30 

16 

tt5 

17 

05 

Z\ 

40 

17 

53 

20 

08 

16 

a'i 

19 

.35 

17 

35 

16 

50 

16 

10 

22 

30 

19 

,'« 

17 

20 

17 

15 

16  40 

17  .V) 

18  20 

19  00 
17  30 

17  00 

19  20 
16  4.5 
16  10 

18  4.5 

20  27 
20  15 

19  50 
18  10 

18  40 

19  10 

16  10 

19  00 
18  50 

20  40 

17  15 
17  45 
20  00 
17  10 

16  10 

17  a5 

16  30 

22  20 

18  20 
18  15 

17  35 

18  25  I 

17  15 

23  on 

18  20 
18  20 


18 

15 

22 

05 

16 

55 

22 

05 

20 

25 

20 

45 

Meeting  trains. 

Do. 

Do. 

Do. 
Blocked  Rock  Springs  and  meeting  trains. 
Coiil,  wttter,  orders,  and  meeting  trains. 
Meeting  trains. 

Do. 

Do. 

Do. 
Meeting  trains  and  eccentric  coming  out. 
Meeting  trains. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Local  work  and  meeting  trains. 
Me<>ting  trains. 

Do. 

Do. 
Running  for  Mater  and  meeting  trains. 
Meeting  trains. 

Do. 

Do. 
Running  for  water  and  meeting  trains. 

Do. 

Do. 
Breaking  in  two  and  meeting  trains. 
Meeting  trains. 

Do. 

Do. 
Meeting  trains  and  local  work. 
Wind  and  mooting  trains. 
Meeting  trains. 

Do. 

Do. 

Do. 

Do. 

Do. 
Meeting  trains  and  local  work. 
Meeting  trains  and  doubling. 
Meeting  trains. 

Do. 

Do. 

Do. 

Do. 

Do. 
Meeting  trains,  coal  and  water. 
Meeting  trains. 

Chain  up  car  and  break  In  two. 
Meeting  trains. 

Meeting  trains  and  general  work. 
Meeting  trains. 

Do. 

Do. 
Running  for  water  and  meeting  trains. 
Meeting  trains  and  local  work. 
Meeting  trains  and  cleaning  Are. 
Meeting  trains. 

Meeting  trains  and  local  work. 
Meeting  trains. 

Do. 
Coal,  water,  and  meeting  trains. 
Meeting  trains. 

Do. 

Do. 

Do. 
Coal  and  meeting  trains. 
Meeting  trains 

Do. 
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Cause  of  employees  being  on  dvly  over  sixteen  hourSj  Xovember,  1906 — CoDtinued. 

KANSAS.  DIVISION. 


Date.         Train  or  .station.        On  doty 


13 
19 
20 
21 
29 


Nov.   12  I  No.  156. 


.do. 
.do. 


//.  m. 

15  2.5     Had  to  go  back  to  Solomon  from  Abilene  for  car. 
10    40  ,  Handling  stock. 

16  40     Break  in  two  and  nmning  for  water. 


.do ,      I'i    4.'>     Handling  stock. 


.do. 


17    50 


Do. 


E xpress  1473 10    50     Hot  box. 


COLORADO  DIVISION. 


Nov.    9     No.  3d  155 Ifi  2.5  Local  work. 

20     yo.  154 1  17  45  Frostjr  rails. 

26     Express  1696 1  16  05  Chaining  car  and  chain  broke. 

I  I 


TELEGRAPH  DEPARTMENT. 


Nov.  1 
2 
12 
12 
15 
20 
20 


Omaha 1      17    00     1  operator;  bad  weather  and  slow  work. 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


•t 


17    00  ' 

Do. 

17    00    . 

Do. 

IR    00 

Do. 

17    00 

Do. 

17  00     3  operators;  bad  weather  and  slow  work. 

18  00     1  operaotr;  bad  weather  and  slow  work. 


Omaha,  Nebr.,  December  17,  1906. 


W.  T.  Parn,  General  Superintendent. 


Statement  of  accidents  in  train  servirr.  on  Union  Pacific  Railroad j  month  of  November^  1906, 

COLLISIONS. 


Number  of  tr 

j 

Crossing 
.  Butt-  !      and 
I    ing.        other. 

aln  accic 
Total. 
2 

lents. 

Esti- 
mated 
damage 
to  prop- 
erty. 

Failure  to  pivo  or  observe  «5i"Tialfl                        

1 

1 
1 

tVi] 

All  other  collisions 

1  '             JK5 

Total 

1 

2 

3  1             60(> 

DERAILMENTS. 

- 

Total. 

2 

1 

Esti- 
mated 
damage 
to  prop- 
erty. 

Defects  of  road: 

Loose  or  spread  rail 

1195 

Soft  or  rough  track 

144 



Total 

3 

339 

Defects  of  equipment - 

I 

325 

Total  derailments 

4 

664 

Total  tniin  accidents,  7;  estimjit<vi  damjipe,  ?1,270. 
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Staiiinent  of  accidents  in  train  sertice  on  Union  Pacific  Railroad^  etc. — Continue^!. 
CASUALTIES  TO  PERSONS  OTHER  THAN  ABOVE. 


Employees. 

Trainmen. 

fllS^Sd    other  employ, 
watchmen.                ®®*' 

Others 
kiUed 
tres- 
pass- 

»"«>•, JU^. 

KlUed. 

ju^.'K^«d- 

In- 
jured. 

ing. 

CoiroUoK  or  uncoupling  can 

3  . 

1  1 

Gettii^  on  or  off  trains,  locomoiives,  or  cars. . 

i 

2 

1 

.... 

1 

3 

1 

1    

1 

At  stations '. .' 

1 

1 

1 

Other  causes 

6 

2 



Total - 

2  1          14 

1 

4              2             0 

2 

NovembeTj  t906,  compared  with  November,  1906. 

Per  cent. 

Locomotive  miles,  Increase 10. 46 

Number  of  accidents,  decrease 76.00 

Property  damage,  decrease. 90. 32" 

Locomotive  mileage: 

November,  1908 1,561,621 

November,  1905. 1, 404, 724 

Train  accidents  per  million  loaymotive  miles^  November ,  1906. 


Number,     ^^^y 


Collisions 

Derailments 

Defects  of  roadway. . . 

Defects  of  equipment. 


Total. 




1.93 

$391 

2.58 

429 

1.93 

219 

.65 

210 

4.51 

820 

Mr.  Baldwin.  Mr.  Mudge,  the  vice-president  ot  the  Rock  Island 
road,  had  come  from  Oklahoma  City,  and  as  you  were  unable  to  hear 
him  last  week  he  left  a  letter  or  memorandum,  which,  without  objec- 
tion, I  would  be  glad  to  have  inserted  in  the  record. 

The  Chairman.  If  there  is  no  objection  that  will  be  done. 

Now  we  will  hear  trom  Mr.  Martin,  of  the  New  York,  New  Haven 
and  Hartford  Railro^^d.     He  is  here. 

STATEMENT  OF  MB.  A.  W.  MABTIN,  ABBIBTANT  GENEBAL  BTJPEB- 
INTENDENT  NEW  YOBK,  NEW  HAVEN  AND  HABTFOBB  BAIL- 
BOAB. 

Mr.  Martin.  Mr.  Chairman  and  gentlemen,  Mr.  Willard  has  spoken 
very  candidly  and  covered  practically  the  position  of  our  company. 
We  have  perhaps  12,000  or  15,000  people  affected  by  this  bill.  We 
are  practically  hving  up  to  its  provisions  to-day.  We  are  in  full  accord 
with  the  Government  in  putting  this  bill  into  effect.  We  think  in 
some  ways  it  is  a  Kttle  bit  too  drastic.  But  your  amendment  will 
cover  most  of  it. 

I  simply  want  to  call  your  attention  to  just  one  thing,  and  that  is 
the  use  of  the  word  "  permit,"  and  I  will  say  why.  In  the  territory 
under  my  jurisdiction  we  run  about  1,500  trains  a  day.  That  covers 
H  s— 07 3 
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something  like  300  train  crews.  From  that  you  will  see  that  we  have 
engine  dispatchers  and  men  in  charge  of  the  locomotive  department, 
and  it  may  easily  happen  that  some  lower  officer,  even  pernaps  a  $2 
a  day  man,  may,  witnout  the  knowledge  of  the  officers  of  the  com- 
pany, and  without  their  sanction,  use  some  man  who  has  been  out 
per£taps  sixteen  hours,  or  perhaps  12  hours,  and  he  may  be  put  on 
a  train  that  will  take  eight  hours  more,  and  we  woula  not  know 
that.  Therefore  the  officers  of  that  company,  especially  the  operat- 
ing officers,  do  not  want  to  be  held  criminally  liable  for  some  matter 
like  that  which  an  under  officer  or  employee  may  do,  and  I  simply 
surest  that  that  point  be  protected. 

Then,  another  thing.  The  hours  of  duty  referred  to  in  the  bill 
should  be  made  the  hours  of  work.  In  this  large  number  of  crews 
that  we  put  out — and  on  our  entire  system  .there  are  something  like 
600  of  them— many  of  these  men  make  less  than  100  miles  a  day. 
Many  of  them  make  less  than  four  hours  on  the  road — four  hours' 
work — but  they  are  "on  duty,"  and  by  that  we  mean  the  time  we  pay 
them,  from  the  time  they  begin  until  their  run  ends — for  the  hours 
they  are  "  on  dutv,''  and  I  ask  the  committee  not  to  confuse  the 
hours  of  duty  witn  the  hours  of  work.  Beyond  that,  I  think  the 
ground  has  been  very  well  covered. 

[Thereupon,  at  12.10  o'clock  p.  m.,  the  committee  adjourned.] 


Mr.  W.  W.  Baldwin  submitted  the  following  for  Mr.  Mudge: 

STATEMENT  OF  MB.  H.  U.  MTJDOE,  VICE-PBESIDENT  OF  THE  BOCK 

ISLAND  LINES. 

Mr.  Mudge.  Mr.  Chairman  and  gentlemen  of  the  committee,  my 
name  is  H.  U.  Mudge.  I  reside  in  Chicago,  and  am  vice-president  of 
the  Rock  Island  lines;  in  charge  of  operation  since  Majr  i,  1905. 

Prior  to  that  I  was  for  thirty-two  years  continuously  in  the  service 
of  the  Atchison  Road,  as  follows:  I  was  a  telegraph  operator  for  two 
years;  then  a  brakeman  one  year;  conductor  for  seven  years;  train 
master  three  years;  road  master  two  years;  division  superintendent  six 

? rears;  general  superintendent  for  six  years,  and  then  general  manager 
or  five  years.     I  resigned  there  to  accept  my  present  position. 

Railway  operating  officials  are  in  accord  with  the  general  movement 
to  regulate  the  hours  of  actual  service  of  employees  engaged  in  the 
handling  of  trains,  and  are  now  enforcing  restrictions  practically  as 
rigid  as  those  proposed  in  this  bill;  but  with  the  varying  conditions 
under  which  freight  transportation  is  performed  in  a  large  section 
of  this  coimtry  it  has  been  found  impossible  to  keep  strictly  within 
these  rules  under  all  emergencies  without  seriously  delaying  the 
traffic  of  the  coimtry. 

The  elimination  of  railroad  wrecks  is  the  subject  of  more  anxiety 
and  consideration  on  the  part  of  railway  officials  than  any  other  one 
thing,  and  if  anv  officer  believed  that  the  proposed  law  would  prevent 
one  disaster,  tne  officials  and  those  financiallv  interested  in  the 
property  would  be  the  first  to  ask  for  such  lerislation. 

A  glance  at  the  records  of  the  Interstate  Conrnierce  Commission 
will  snow  that  only  a  small  percentage  of  the  wrecks  reported  have 
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occurred  to  trains  that  had  been  on  the  road  sixteen  hours,  and  of 
this  small  number  only  a  small  proportion  could  by  any  possible 
stretch  of  the  imagination  have  been  the  direct  result  of  such  hours 
of  service.  In  a  Targe  part  of  the  territory  covered  by  the  Rock 
Idand  lines  the  traffic  is  composed  largely  of  grain,  cotton,  and  live 
stock.  The  movement  of  this  product  must  be  condensed  into  a 
short  period  of  time,  and  even  the  best  that  can  be  done  in  expediting 
the  movement  of  these  crops  is  not  satisfactory  to  the  producing  ana 
shipping  public,  as  witnessed  by  present  complaints  of  car  shortage 
and  delays  in  movement  of  traffic. 

In  the  more  densely  populated  portions  of  the  country  it  may  be 
possible  to  retain  a  sufficient  force,  or  to  increase  the  forces  penodi- 
'cally  to  effectively  take  care  of  the  increases  in  traffic;  but  in  the 
more  westerly  States  it  is  absolutely  impossible  to  retain  a  sufficient 
number  of  men  during  the  months  of  light  traffic  to  properly  handle 
the  heavy  traffic  when  offered.  And  it  is  also  impossible  to  secure 
additional  forces  on  short  notice. 

The  present  congestion  and  delay  to  traffic  is  due  to  a  shortage  of 
men,  and  under  the  rules  already  enforced  by  the  railway  com- 
panies regulating  hours  of  service  many  locomotives  are  lying 
idle  at  terminals  waiting  for  crews  to  take  sufficient  rest.  Ii,  in 
addition  to  these  rules,  it  is  required  that  crews  take  rest  between 
terminals,  as  will  occasionally  be  imperative  under  such  a  law,  we 
shall  greatly  enhance  the  dimculties  and  will  not  add  to  the  safety 
of  our  trains. 

It  is  not  the  general  provisions  of  the  bill  that  are  objectionable, 
but  the  difficulty  of  providing  sufficient  margin  to  keep  absolutely 
at  all  times  withm  the  requirements. 

Railway  officials  have  very  wilUngly  inserted  in  all  agreements 
with  train  and  enginemen  a  clause  permitting  the  men  to  take  rest 
at  their  discretion,  or  when  they  feel  the  need  of  it,  and  the  men  are 
daily  availing  themselves  of  this  privilege. 

Most  operating  officials  of  American  railways  have,  like  the  writer, 
been  employed  in  train  service  during  some  portion  of  their  lives, 
and  have  therefore  had  much  actual  experience  in  the  matter  under 
consideration.  Such  officials  know  that  the  actual  hours  between 
the  time  called  on  duty  and  the  time  released  from  duty  is  not  a  fair 
measure  of  a  man's  mental  or  physical  condition,  and  that  on  some 
trips  the  obstacles  and  difficulties  to  be  overcome  will  be  more  wear- 
ing on  the  men  in  ten  or  twelve  hours  than  on  some  other  trips  of 
twenty-four  hours  or  more.  For  this  reason  a  man  should  be  per- 
mittea  to  take  rest  in  less  than  sixteen  hours,  if  required,  and  should 
not  in  all  cases  be  required  to  desist  from  work  at  the  end  of  sixteen 
hours,  when  he  feels  himself  perfectly  able  to  continue  to  the  end  of 
the  division,  where  he  can  rest  with  some  comfort. 

While  it  was  for  many  years  thought  sufficient  to  place  the  men 
on  honor  and  hold  them  responsible  for  taking  such  rest  as  they 
felt  necessary,  it  is  found  that  there  is  a  sufficient  minority  of  the 
men,  and  partictilarly  of  the  transient  men  in  the  service,  who,  wish- 
ing to  make  all  the  money  possible  in  a  short  time,  can  not  be  trusted 
to  take  rest,  and  for  this  reason  the  rules  have  been  made  imp>erative 
that  a  man  will  not  be  permitted  to  remain  on  duty  excessive  hours 
or  to  go  on  duty  without  sufficient  time  for  rest.  The  train  dispatcher 
who  knows  the  conditions  under  which  each  trip  is  made,  and  who 
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knows  tlie  temperament  and  capacity  of  each  individi.al,  is  in  a  better 
position  to  reg^^^late  this  matter  and  to  jv  dge  of  the  emergency 
which  requires  an  exception  than  any  one  else  can  possibly  be,  and 
any  hard  and  fast  rales,  such  as  are  proposed  in  this  law,  will  only 
serve  to  block  the  wheels  of  commerce,  will  increase  the  already 
arduo.  s  duties  of  the  train  dispatcher,  and  will  put  him  under  a  con- 
stant strain  for  fear  that  in  some  ungtiarded  moment  he  may  violate 
the  law  by  permitting  a  crew  to  remain  on  duty  a  few  minutes  more 
than  the  regulated  time  and  be  s  'bjected  to  a  fine  which  he  wovld 
be  unable  to  pav. 

On  many  of  tlie  western  railways  division  points  were  located  long 
distances  apart  for  various  reasons.  In  many  cases  it  was  sought  to 
establish  them  at  towns  where  the  employees  could  have  the  benefit 
of  schools  for  their  children.  At  others  because  no  adequate  water 
supply  could  be  obtained  at  other  places,  and  in  all  cases  the  traffic 
was  then  so  light  that  long  runs  could  be  made  with  comparative  ease 
and  without  running  at  excessive  speed,  because  of  the  infrequency 
of  trains  to  be  met.  As  traffic  increased,  delays  in  meeting  and  pass- 
ing trains  required  faster  running  time  between  stations,  and  finally 
the  establishment  of  new  terminals  and  shorter  runs.  Many  new" 
terminals  have  already  been  established^  others  are  under  construc- 
tion, and  a  large  number  are  under  consideration,  but  it  will  require 
time  and  many  millions  of  dollars  to  accomplish  this. 

As  illustrating  some  of  the  difficulties  under  which  some  of  the 
western  roads  are  laboring,  the  Rock  Island  Company  moved,  on  its 
entire  line  in  October,  1906,  46  per  cent  more  tonnage  than  was  offered 
for  movement  in  the  month  of  June.  But  this  general  fluctuation  in 
traffic,  great  as  it  is,  was  largely  exceeded  on  some  divisions.  The 
writer  has  recently  investigated  conditions  in  Oklahoma  and  Indian 
Territory,  where  tlie  cotton  crop  and  grain  crop  moves  simultaneously 
with  the  heavy  movement  of  coal,  and  where  the  slow  movement  of 
traffic  has  resulted  in  a  complaint  from  the  shipping  nublic  because 
the  crops  have  not  been  moved  with  greater  aispatcn.  This  com- 
plaint is  now  the  subject  of  an  investigation  by  the  Interstate  Com- 
merce Commission.  The  graphic  statement  herewith  appended  shows 
the  ton-miles  handled  on  tne  Oklahoma  and  Panhandle  divisions 
each  month  for  the  past  three  years.  These  divisions  include  over 
1,000  miles  lying  entirely  within  the  Territories  above  mentioned. 
In  the  month  of  June  the  movement  on  the  Oklahoma  division  was 
equal  to  16,000,000  tons  of  freight  1  mile;  in  August,  28,000,000  tons 
1  mile,  or  an  increase  of  about  80  per  cent. 

On  the  Panhandle  division  in  June  12,700,000  tons;  in  July 
22,700,000,  and  by  October  it  had  increased  to  24,000,000,  or  aii 
increase  between  June  and  October  of  nearly  100  per  cent.  The 
results  on  these  two  divisions  are  merely  used  as  an  example,  the 
figures  having  been  prepared  for  another  purpose. 

I  believe  it  will  be  readily  conceded  that  it  is  no  small  task  to 
expand  an  organization  suflficiently  in  sixty  days  to  increase  the 
movement  of  traffic  80  per  cent. 

The  Illinois  division  of  the  Rock  Island  Railroad  is  a  double-track 
line.  The  freight-train  runs  are  between  Blue  Island  (a  suburb  of 
Chicago)  and  Rock  Island,  distance  166  miles.  Under  ordinar)^  con- 
ditions the  movement  of  traflBc  over  tliis  division  is  comparatively 
free,  the  runs  with  heavy  freight  trains  being  made  in  nine  or  ten 
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hours  and  on  fast  freight  and  stock  trains  in  from  six  to  eight  hours. 
Under  a  custom  which  has  existed  for  many  years  Uve  stock  for  the 
Chicago  market  moves  very  largely  on  two  (lays  of  the  week,  and 
passes  over  this  division  between  the  hours  of  6  p.  m.  and  7  a.  m.  in 
order  to  reach  the  morning  market.  Under  this  law  the  crews  going 
out  on  through  freight  trains  will  be  obhged  to  remain  at  Rock  Island 
not  less  than  eight  hours  and  can  not  double  back  with  these  stock 
trains.  Crews  and  en^nes  will  have  to  be  provided  some  time  in 
advance  to  guard  agjamst  possible  delays,  and  this  restriction  will 
cause  serious  delays  in  the  movement  of  this  live  stock  at  times  in 
spite  of  all  precaution. 

From  recent  talks  with  some  of  the  most  reliable  men  in  the  service 
of  our  company,  I  am  convinced  that  this  class  of  rnen,  who  constitute 
a  very  large  majority  of  the  men  in  service,  do  not  want  this  law, 
because  they  realize  that  they,  and  the  officers  directly  in  charge  of 
transportation,  can  guard  their  safety  much  better  than  it  can  be  done 
by  an  inflexible  law.  And  had  they  fully  understood  the  proposed 
restrictions  they  would  have  made  more  strenuous  objections  to  it,  as 
it  will  force  many  of  them  to  sacrifice  their  homes,  with  no  offsetting 
benefits  in  the  way  of  safety.  The  title  of  this  bill  and  its  object 
looks  so  reasonable  that  few  even  of  the  railway  officials  have  given  it 
the  consideration  that  its  importance  warrants.  If  made  efi'ective 
at  once,  or  even  in  six  months  rrom  date,  its  results  will  be  far-reaching 
and  Hall  add  to  the  many  difficulties  confronting  those  who  are  charged 
with  the  duty  of  moving  the  present  enormous  commerce  of  the 
country. 

Railway  officials  would  prefer  to  trust  their  own  lives,  and  those  of 
passengers  intrusted  to  their  care,  to  an  engineer  or  conductor  of  long 
service  and  good  habits  for  a  longer  period  than  sixteen  hours  than 
with  the  transient  men  who  will  be  picked  up  to  move  the  traffic  in 
times  of  heavy  movement,  no  matter  how  few  hours  such  men  may 
work,  because  the  records  will  show  that  men  of  the  former  character 
ver)^  seldom  sleep  and  run  by  signals  under  any  circumstances,  while 
the  transient  men  do  this  with  no  reason  whatever  and  when  only  on 
duty  a  few  hours.  For  this  reason  a  law  which  will  increase  the  neces- 
sity for  frequent  additions  to  the  service  will,  in  my  judgment,  in- 
crease the  hazard  of  accident. 

Limiting  the  hours  of  service  of  the  class  of  men  above  referred  to 
will  not  lessen  the  trouble  unless  it  is  also  possible  to  follow  these  men 
through  the  rest  period  and  ascertain  what  use  is  made  of  the  time 
allowed  for  rest. 

As  stated  before,  the  majority  of  men  in  service  do  not  want  this 
law,  and  in  urging  its  passage  tHe  leaders  of  the  railway  labor  organi- 
zations do  not  properly  represent  the  views  of  the  masses,  but  shnply 
represent  what  they  their  selves  believe  to  be  to  the  interest  of  the 
organization.  Unfortunately  these  organizations  are  forced  to  take 
care  in  some  manner  of  a  large  floating  element  of  inferior  men.  In 
seeking  to  limit  the  hours  of  labor,  they  hope  to  provide  additional 
work  tor  these  men.  As  the  basis  of  pay  or  all  western  roads  is  by 
the  mile,  the  railway  company  has  no  interest  in  reducing  the  number 
of  men  on  the  pay  roll.  On  the  contrar\ %  it  vnll  cost  them  less  to 
provide  a  sufficient  number  of  men  so  that  no  overtime  will  be  neces- 
sary. But  under  the  present  prosperous  condition  of  the  country, 
it  is  impossible  to  increase  the  number  of  men  sufficiently  to  handle 
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the  crops  with  the  dispatch  required  or  to  handle  the  large  increase 
in  coal  production  dunng  the  winter  months. 

Under  the  restrictions  imposed  by  this  law,  it  would  be  necessary 
to  spread  the  movement  of  crops  over  a  longer  perod  of  time,  at  least 
while  the  present  scarcity  of  labor  exists.  This  is  not  objectionable 
to  the  railways,  but  is  evidently  very  seriously  objected  to  by  the 

Eublic.  The  productiveness  of  the  men  regularly  employed  would 
e  greatly  red\iced,  not  on  account  of  the  frequency  of  cases  where 
men  are  actually  on  duty  more  than  sixteen  hoxirs,  but  the  fear  on 
the  part  of  the  train  dispatcher  that  this  might  occur,  and  therefore 
the  necessity  on  his  part  of  providing  a  safe  margin  against  emer- 
gencies. 

I  believe  that  the  steps  alreadj^  taken  by  the  railway  officials  to 
restrict  the  hours  ot  service  will  accomplish  more  than  can  possibly 
be  done  by  a  law  which  in  the  nature  of  things  can  not  permit  any 
elasticity,  and  which  will  prove  very  quickly  to  be  so  obnoxious  to 
the  shipping  and  traveling  public  as  to  render  it  inoperative. 

It  is  tne  belief  of  the  writer  that  the  hours  on  duty  have  practically 
no  bearing  on  the  matter  of  accidents;  that  the  cause  is  deep  rootea, 
and  that  it  will  require  action  on  the  part  of  the  constituted  authorities 
to  eradicate  it;  that  individual  responsibility  for  violation  of  rules 
will  have  to  be  met  with  some  more  severe  punishment  than  can  pos- 
sibly be  assessed  by  the  railway  officials  themselves  under  existing 
conditions. 

If,  notwithstanding  the  above  facts,  public  sentiment  requires  that 
some  such  law  be  enacted,  then  in  all  fairness  its  operation  should  be 
suspended  a  sufficient  time  to  enable  the  railway  companies  to  reestab- 
lish and  rebuild  their  division  terminals,  either  by  making  it  inoperative 
until  a  given  time  or  by  clothing  the  Interstate  Commerce  Commis- 
sioners with  power  to  suspend  its  operation  until,  in  their  judgment, 
the  roads  have  had  sufficient  time  to  accompHsh  these  results.  In 
other  words,  it  should  be  given  the  same  consideration  as  was  the 
safety-appliance  law. 


Committee  on  Interstate  and  Foreign  Commerce, 

House  of  Representatives, 

January  25, 1907, 
The  committee  met  at  10.45  o'clock  a.  m.,  Mr.  Hepburn  presiding. 

STATSICENT  OF  HON.  ARTHTJB  P.  MTTItPHT. 

The  Chairman.  Mr.  Murphy,  you  can  have  just  twelve  minutes. 

Mr.  Murphy.  I  will  get  through  in  that  time. 

The  bill  is  H.  R.  24606.  Senate  bill  5133  is  in  reference  to  any 
employee  engaged  in  or  connected  with  the  movement  of  any  train, 
and  the  House  oill  is  practically  the  same ;  which  would  include  tele- 
graph operators  and  train  dispatchers.  I  was  going  to  suggest  an 
amendment  to  the  sixteen-hour  bill,  to  come  in  as  a  proviso,  either  at 
the  end  of  the  first  section  of  the  Senate  bill  or  at  the  end  of  the  first 
section  of  the  House  bill.     The  proposed  amendment  is  as  follows : 

Provided,  No  operator  shall  be  required  to  be  on  duty  toore  than  eight  hours  in 
any  twenty-four  conf»ecutive  hours,  except  in  case  of  emergency  may  be  permitted 
to  be  on  duty  not  more  than  twelve  hours  in  any  twenty-four  hours  or  not  to  exceed 
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three  days  at  any  one  time,  and,  except  at  such  points  where  only  one  operator  is 
employed  in  the  day  time  and  having  no  night  operator,  such  employees  may  be 
permitted  to  be  on  cfuty  not  exceeding  twelve  hours  in  any  twenty-four  consecutive 
nours,  provided  that  in  case  of  wreck  or  accident  such  operator  may  be  permitted  to 
remain  on  duty  as  the  occasion  may  require.  The  term  ''operator"  snail  include 
train  dispatchers,  and  shall  be  defined  and  construed  to  mean  an  employee  who,  by 
the  use  of  the  telegraph  or  telephone,  dispatches  or  reports,  transmits,  receives,  or 
delivers  orders  pertaining  to  or  affecting  tne  movement  of  cars,  engines,  or  trains, 
or  who  handles  such  cars,  engines,  or  trains  by  or  imder  what  is  known  and  termed 
the  "  block  system. "  The  term  *  *  block  system  '^  shall  be  defined  and  construed  to  mean 
reporting  cars,  engines,  or  trains  to  another  office  or  offices  and  to  the  train  dispatcher, 
re^stering  the  same  and  operating  one  or  more  order  or  signal  devices,  and  manipu- 
lating signal  devices  affecting  the  movement  of  cars,  engines,  or  trains  from  stations 
or  towers  in  railroad  yards  or  on  main  tracks;  that  "cars,  engines,  or  trains''  as  used 
in  this  provision  shall  be  defined  and  construed  to  mean  those  carrying  or  hauling 
interstate  or  foreign  freight  or  passengers. 

I  speak  to  the  eight-hour  bill  and  to  this  amendment  to  the 
sixteen-honr  bill,  from  having  had  eight  years'  experience  as  a 
railroad  operator.  I  know  what  their  duties  are  and  what  is 
required  of  them,  and  I  believe  that  I  can  show  to  the  committee 
that  when  we  commence  to  give  the  trainmen  sixteen  hours  and 
continue  the  operators  and  in  some  roads  the  dispatchers  twelve 
hours  and  sixteen  hours  we  are  commencing  at  the  top  of  the  house 
to  build  instead  of  commencing  at  the  foundation.  No  train  can 
leave  a  terminal  unless  it  first  receives  the  permission  of  the  train 
dispatcher,  and  its  orders  or  clearings,  whichever  it  may  be,  through 
the  operator;  and  it  can  not  pass  the  first  station,  should  it  be  a 
block,  and  in  many  instances  where  the  block  is  not  used,  without 
the  permission  of  tnat  operator  or  dispatcher. 

An  operator  is  reauirea,  in  addition  to  his  telegraphic  duties,  where 
the  post-office  is  witnin  the  required  radius  under  the  law,  to  carry  the 
United  States  mails  from  the  post-office  to  the  depot,  put  it  on  the 
trains,  take  care  of  it,  take  it  oflF,  and  in  the  morning  taKe  it  back  to 
the  post-office;  and  the  same  in  relation  to  day  trains.  The  operator 
in  addition  to  his  duties  of  telegraphing,  receiving  orders,  handling 
his  block,  and  keeping  his  block  sheet,  is  required  to  sweep  out  the 
depot;  he  is  required  to  sell  tickets,  at  a  great  many  stations  both  local 
tickets  and  coupons;  he  is  required  to  handle  all  of  the  baggage — check 
it,  truck  it,  put  it  on  the  trains,  take  it  off,  and  put  it  in  the  house. 
In  addition,  he  is  required  to  handle  all  of  the  express.  At  stations 
where  they  have  no  electric  lights — and  the  company  generally  puts 
them  in  when  they  almost  give  them  to  them — they  are  reauired  to 
take  care  of  their  signals  and  all  of  the  lamps  used  in  and  aoout  the 
depot.  They  are  required  on  a  great  many  of  the  roads — all  that  I 
know  about — to  take  care  of  the  switch  lamps  or  lamps  that  are  on 
the  switch  targets;  to  clean  them,  take  care  of  them,  put  them  out  and 
take  them  in. 

On  roads  that  I  have  worked  on  when  they  want  suppUes  for  those 
switch  lamps  they  must  go  to  the  section  foreman  to  get  them.  In 
addition  to  that  the  operator  is  required,  if  the  local  tram  comes  along 
late  at  night,  to  assist  unload  the  freight  on  the  platform,  and  after 
that  put  it  in  the  house  alone.  In  addition  he  is  required  to  book  all 
the  freight  that  comes  in.  At  one  station  where  I  worked,  a  town  of 
2,000  inhabitants,  I  was  the  only  night  man,  and  besides  the  freight 
that  was  unloaded,  we  received  from  two  to  three  cars  of  freight  for 
that  station  and  a  great  many  inland  stations.  He  is  required  to 
book  that  freight  in  the  freight  book,  which  is  almost  a  copy — in  fact. 
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it  is  a  copy — of  the  waybill.  In  addition  to  that  he  is  required  to 
expense  those  freight  bills. 

Mr.  Gaines.  Wliat  is  that? 

Mr.  Murphy.  That  is  the  receipt  that  is  given  to  the  shipper,  which 
gives  virtually  a  description  of  the  waybill  and  each  item.  It  is  called 
an  expense  bill. 

Mr.  Ryan.  How  many  hours  did  you  have  to  work  at  that  station 
that  you  speak  of 

Mr.  Murphy.  Twelve  hours. 

Mr.  Ryan.  How  many  orders  did  you  as  train  dispatcher  receive 
in  twelve  hours? 

Mr.  Murphy.  From  fifteen  to  twenty  at  night. 

Mr.  Ryan.  Was  that  a  single  or  double  track* 

Mr.  Murphy.  Single  track. 

Mr.  Ryan.  How  many  orders  do  you  think  an  operator  can  handle 
on  a  single-track  road,  a  busy  road,  in  eight  hours? 

Mr.  ilURPHY.  Sixty  or  seventy  orders  would  be  a  heavy  eight 
hours'  work. 

Mr.  Ryan.  And  on  many  roads  they  handle  much  more  than  that 
in  addition  to  their  other  work? 

Mr,  Murphy.  They  do;  yes,  sir. 

Mr.  Gaines.  Do  you  mean  that  he  could  handle  that  many  if 
he  had  nothing  else  to  do  ? 

Mr.  Murphy.  If  he  had  nothing  else  to  do. 

Mr.  Ryan.  But  he  handles  more  than  that,  together  with  many 
other  duties  ? 

Mr.  Murphy.  The  train  dispatcher  does;  yes,  sir. 

As  to  the  question  of  safety,  when  a  man  travels  on  a  train  he  is  in 
the  hands  of  one  train  crew,  but  on  each  hundred  miles  of  track  he  is 
in  the  hands  of  from  20  to  30  operators  and  train  dispatchers. 
And  the  wage  question  incidentally  comes  in  here.  These  operators 
are  now  paid  a  trifle  more  than  is  paid  to  section  men  for  digging  on  the 
track;  their  pay  is  about  equal  to  a  section  foreman's  wage.  On 
one  road  that  I  have  investigated  that  goes  out  of  Washington,  up 
until  March  13,  1906,  300  operators  were  required  to  work  from 
twelve  to  fourteen  hours  at  a  salary  of  818  a  month  and  perform  all 
of  these  duties.  Their  salary  now  is  $45  a  month,  under  the  contract 
with  the  Order  of  Railroad  Telegraphers;  but  at  that  time  they  had, 
in  addition  to  that,  twenty-seven  rates  of  pay  at  less  than  $55  a 
month. 

Mr.  EscH.  That  is,  telegraphers  alone? 

Mr.  Murphy.  Yes,  sir;  twenty-seven  rates  of  pay.  That  means 
that  a  hundred  of  them  would  probably  be  receiving  $19.50  a  month 
and  probably  another  hundred  receiving  $25.50  a  month.  There 
were  twenty-seven  rates  of  pay  less  than  $55  a  month  on  that  road. 

Mr.  Ryan.  I  would  state  right  there  that  Representative  Garber, 
of  Ohio,  informed  me  that  he  had  worked  on  the  Pennsylvania  from 
twelve  to  twenty-four  hours  for  $37.50  a  month. 

Mr.  Murphy.  I  worked  for  $39. 

Mr.  Bartlett.  Do  the  railroads  board  the  operators  ? 

Mr.  Murphy.  No,  sir;  they  do  not.  On  that  same  road  which  I 
investigated  I  found  that  in  five  years  there  had  been  50  accidents 
attributable  to  overworked  and  inefficient  operators. 
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Mr.  Gaines.  How  many  were  overworked  and  how  many  ineffi- 
cient? 

Mr.  Murphy.  I  did  not  take  that  in. 

Mr.  Russell.  What  road  do  you  refer  to? 

Mr.  Murphy.  I  would  not  like  to  refer  to  the  road;  but  it  enters 
Washington  here. 

The  Chairman.  How  do  you  arrive  at  that  conclusion  of  yours 
that  the  result  was  from  overworked  or  inefficient  operators?  Do 
you  mean  to  say  that  because  an  error  was  made  the  operator  was 
therefore  inefficient  ? 

Mr.  Murphy.  No  ;  I  do  not  mean  that.  I  might  say  inexperienced ; 
young  fellows  with  little  experience  who  had  probably  only  been  at 
work  two,  three,  or  four  months.  I  got  that  from  the  Interstate 
Commerce  Commission,  and  then  I  went  over  to  the  Library  and 
looked  up  some  of  these  cases  in  the  local  paper. 

The  commercial  companies  who  must  depend  absolutely  upon  their 
tolls  from  telegraph  service  and  who  must  have  efficiency,  prompt- 
ness, and  correctness — both  the  Postal  and  the  Western  Union — 
work  their  day  men  nine  hours  and  their  night  men  seven  and  one- 
half  hours.  They  have  three  shifts — ^from  8  o'clock  in  the  morning 
to  5  in  the  evening,  from  5  to  12.30,  and  from  12.30  to  8. 

The  Chairman.  Is  that  a  universal  rule  with  those  two  companies? 

Mr.  Murphy.  Yes,  sir;  in  their  offices  where  they  work  more  than 
one  man.  It  is  twelve  hours  out  on  their  lines  where  they  work  one 
man.     I  believe  it  is  eleven — they  get  an  hour  at  noon. 

The  Chairman.  Is  it  not  true  m  the  minor  offices  that  you  speak  of, 
that  the  railroad  operator  and  the  operator  of  the  Western  I  nion  or 
the  Postal  are  the  same  man  ? 

Mr.  Murphy.  Yes;  in  addition  to  these  other  duties  that  I  have 
enumerated,  the  operator  must  also  receive  the  commercial  messages. 

The  Chairman.  Do  the  general  business? 

Mr.  Murphy.  Yes,  sir;  he  nmst  do  the  commercial  business  in 
addition. 

The  Chairman.  In  vour  opinion,  as  to  what  proportion  of  all  the 
offices  in  the  Ignited  States  where  train  orders  are  received,  is  this 
latter  statement  true;  that  is,  with  regard  to  the  commercial  busi- 
ness? 

Mr.  MuRpm'.  It  is  true  in  nearly  all  of  them.  On  the  road  on 
which  I  live,  between  St.  Louis  and  Springfield,  239  miles,  the  railroad 
operators  do  all  of  the  commercial  business. 

The  Chairman.  I  mean  where  they  have  not  a  single  operator, 
what  proportion  of  all  the  stations  would  be  covered  by  that  state- 
ment^ 

Mr.  MtTRPHY.  I  could  not  state  that  now,  because  some  of  them 
have  got  in  their  block  system,  and  have  probably  put  on  two  men. 

The  Chairman.  Even  that  would  be  a  very  small  proportion, 
would  It  not? 

Mr.  Murphy.  Yes,  sir. 

The  Chairman.  The  block  system  does  not  cover  one-tenth  of  the 
mileage  of  the  United  States,  does  it? 

Mr.  Murphy.  No,  sir;  it  does  not. 

I  would  like  to  call  the  attention  of  the  committee  to  the  report 

The  Chairman.  We  will  have  to  adjourn  now.     You  may  hand  to 
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the  stenoCTapher  such  further  material  as  you  may  wish  to  present, 
and  it  wilibe  inserted  as  part  of  your  remarks. 

Mr.  Murphy.  Very  well. 

The  matter  referred  to  is  as  follows : 

CONTINtTATION  OF  REMARKS  OF  A.  P.  MURPHY,  OF  MISSOURI^  ON  THE 
AMENDMENT  TO  THE  8IXTEEN-HOUR  LAW,  BEFORE  THE  HOUSE  COM- 
MITTEE  ON  INTERSTATE   COMMERCE. 

It  has  been  suggested  that  I  am  enumerating  the  duties  of  the  oper- 
ator of  years  ago,  and  that  such  were  the  duties  of  what  is  known  as 
the  ticket  agent  and  operator.  Not  so.  I  am  detailing  and  have  out- 
lined the  duties  of  a  night  operator  of  to-day  at  the  average  station, 
derived  from  personal  observation  and  by  going  into  various  offices 
and  taking  hold  of  the  key  and  assisting  in  the  work.  I  am  devoting 
my  remarks  to  the  night  operator,  for  I  believe  the  people  of  the  coun- 
try are  deeply  concerned  in  knowing  whether,  when  asleep  in  their 
berths  at  night,  they  will  be  plunged  into  a  wreck,  collision,  or  other- 
wise, by  an  operator  on  account  or  having  to  work  twelve  hours  every 
night,  every  day  in  the  year.  It  has  also  oeen  suggested  that  an  oper- 
ator at  an  average  station  has  nothing  much  to  do;  for  the  sake  of 
argument  admit  that  contention  to  be  true;  we  must  all  agree  that 
one  thing  he  must  do,  and  that  is,  stay  awake  in  order  to  protect 
not  only  the  lives  of  passengers,  but  of  the  train  crews  on  the  great 
number  of  freight  trams  passing  his  station  during  the  night. 

I  can  cite  an  instance  within  the  past  two  weeks,  where,  in  Kansas 
in  the  early  morning  hours,  an  operator  let  a  train  by  without  an  order 
which  he  had  lying  on  his  table  before  him;  it  was  a  passenger  train 
and  had  the  right  of  track,  or,  in  other  words,  was  a  superior  train ;  the 
order  was  for  a  freight  train  to  meet  this  passenger  train  at  a  certain 
station;  the  freight  train  had  the  order,  trie  passenger  train  did  not; 
a  lady  operator  at  another  station  heard  the  operator  tell  the  dis- 
patcher of  his  failure  to  deliver  the  order,  and  with  coolness  she  went 
to  the  telephone  and  tried  to  raise  a  relative  of  hers  at  the  intended 
meeting  point;  being  unable  to  raise  him,  she  succeeded  in  getting 
hold  of  a  farmer  close  by,  explained  the  situation  to  him,  and  told  him 
to  take  a  red  cloth,  wrap  it  around  his  lantern,  and  go  down  the  track 
and  flag  the  passenger  train,  which  the  farmer  did,  and  averted  a  colli- 
sion. Who  can  tell  what  the  result  would  have  been  had  these  trains 
met  on  the  main  track  ?  You  all  remember  that  a  short  time  since 
President  Spencer,  of  the  Southern  Railroad,  lost  his  life  through  the 
mistake  of  an  operator.  I  might  cite  other  instances  which  I  have  in 
mind,  a  great  number  of  them. 

Let  me  remind  you,  gentlemen  of  the  coVnmittee,  that  Congress  has 
written  in  the  statute  books  that  Government  employees  shall  not  be 
required  to  work  more  than  eight  hours;  these  Government  employees 
work  in  the  daytime,  without  the  responsibility  of  the  loss  of  numan 
life.  WiU  we  deny,  then,  that  it  is  but  right  and  just,  not  only  to  the 
operators  who  by  a  single  mistake  might  snuff  out  the  lives  or  a  him- 
dred  people,  but'  to  the  safety  of  the  people,  that  they  should  not  be 
required  to  work  more  than  eight  hours? 

feut  it  has  been  suggested  that  the  railroads  could  not  obtain  opera- 
tors to  increase  the  necessary  force.  Could  not  tliis  same  ai^iment  be 
advanced  against    the    sixteen-hour  measure,  when   petition    after 
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petition  has  been  filed  here  stating  that  the  raikoads  would  have  to 
increase  very  materially  then*  force  of  train  men  ?  Let  the  railroads 
pay  a  living  wage  and  they  will  get  the  men. 

As  I  have  stated,  the  very  foundation  of  train  life  is  the  train  dis- 
patcher and  the  operator.  This  question  is  not  a  new  one,  by  any 
means;  it  has  been  investigated  by  the  Government  and  recommenda- 
tions made  which  were  aaopted  by  this  committee  in  its  report  on 
H.  R.  18671  on  May  31, 1906,  as  follows  (p.  39  of  the  report). : 

The  Interstate  Commerce  Coimiiifision  in  its  eighteenth  annual  report  (1904)  made 
the  following  pertinent  recommendation:  * '  The  part  played  by  excessive  hom«  of  labor 
in  causing  rai&^td  accidents  is  a  question  that  calls  for  serious  consideration.  *  *  * 
If  there  is  any  reason  for  limiting  the  hours  of  labor  in  any  employment,  it  applies  with 
peculiar  force  to  the  operation  of  railroad  trains,  since  the  safety  of  the  travelmg  public 
IS  80  htfgely  dependent  on  the  alertness  and  intelligence  of  train  employees." 

And  again: 

In  the  last  annual  report,  that  for  the  year  1905,  the  necessity  for  legislation  pre- 
ventinfi^  excessive  hours  of  labor  is  set  forth  as  follows:  "Another  important  feature  of 
railroaa  operation  is  the  hours  of  labor  of  railroad  employees,  especially  of'enginemen, 
conductors,  and  other  train  men,  telegraph  operators,  and  signalmen.  All  these  men 
are  constantly  charged  with  delicate  and  responsible  duties,  and  they  should  never  be 
on  duty  except  when  in  good  physical  and  mental  condition.  *  *  *  The  dispo- 
sition of  men  to  work  beyond  reasonable  limits  of  physical  endurance,  for  the  sake  of 
facilitating  the  business  of  the  railroad  or  to  increase  their  earnings,  may  be  seen  in 
other  departments  than  the  train  service.  Signalmen,  who  usually  work  regular  turns 
of  twelve  hours  each,  sometimes  take  each  other's  places  in  case  of  sickness  or  an 
imexpected  call  of  a  man  away  from  his  home,  and  thus  remain  on  duty  thirty-six . 
hours  at  a  time.  This  defect  in  the  service,  due  to  overwork,  is  frequently  discovered 
in  conjunction  with  a  deficiency  of  another  sort — inexperience.  Men  who  have  been 
but  a  few  months  in  the  service,  and  who  have  yet  much  to  learn  concerning  some 
features  of  their  duties,  should  be  required  to  comply  with  the  rest-time  regulation 
with  the  most  scrupulous  care;  yet  it  often  happens,  as  has  been  shown  in  the  accident 
records,  that  new  men,  admittedly  less  competent  for  their  duties  on  that  account,  are 
the  very  ones  who  have  been  put  to  the  additional  test  of  working  over  hours." 

Now  these  are  the  recommendations  and  findings  of  the  Interstate 
Commerce  Commission,  and  I  beUeve  ought  to  be  accepted  by  this 
committee,  for  they  certainly  have  thoroughly  investigated  the  mat- 
ter and  know  whereof  they  speak. 

In  his  message  to  the  first  session  of  this  Congress  the  President 
said: 

The  excessive  hours  of  labor  to  which  railroad  (employees  in  train  service  are  in  many 
cases  subjected  to  is  also  a  matt  er  which  may  well  engage  the  serious  attention  of  the  Con- 
gress. The  strain,  both  mental  and  physical,  upon  those  who  are  engaged  in  the  move- 
ment and  operation  of  railroad  trains  under  modem  conditions  is  perhaps  greater  than 
that  which  exists  in  any  other  industry,  and  if  there  are  any  reasons  for  limiting  by 
law  the  hours  of  labor  in  any  employment,  they  certainly  apply  with  peculiar  force  to 
the  employment  of  those  upon  whose  vigilance  and  alertness  in  the  performance  of 
their  duties  the  safety  of  all  who  travel  by  rail  depends. 

This  is  given  in  the  report  heretofore  referred  to  and  applies  with 
great  force  to  the  foundations  of  train  life,  the  operator  and  dis- 
patcher. 

Let  me  cite  you  to  a  portion  of  the  findings  of  the  coroner's  jury  in 
the  Terra  Cotta  wreck  investigation : 

We  recommend  that  all  block  signal  stations  be  kept  operating  twentv-foiur  hours  a 
day,  and  that  no  additional  duties,  aside  from  workmg  the  signals  and  attending  to 
the  telegraphic  duties,  be  imposed  upon  operators. 

And  this  jury  further  found — 

that  the  wages  paid  to  the  operators  and  signalmen  are  not  large  enough  to  secure  the 
8er\'ice8  of  competent  and  reliable  men. 
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As  I  stated,  this  is  not  a  new  question;  the  legislature  of  Maryland 
investigated  this  subject  and  passed  a  law  forbidding  railroad  com- 

Eanies  to  work  operators  more  than  eight  hours  without,  as  I  remem- 
er,  exception.     (See  laws  of  Maryland,  1906.) 

The  chairman  has  suggested  that  not  one-tenth  of  the  country,  or 
rather  the  railroads  of  the  country,  are  operated  under  the  block 
system.  Technically  speaking  this  is  true;  but  almost  every  rail- 
road in  this  country,  practically  all,  are  operated  under  what  is  known 
and  called  ^'Standard  rules;''  these  rules  provide  that  freight  trains 
shall  not  be  pennitted  to  follow  each  other  out  of  or  by  stations  for 
a  certain  number  of  minutes,  and  increases  the  time  that  a  freight 
train  shall  follow  a  passenger.  The  operator  is  required  to  hold 
these  trains  apart  by  the  use  of  his  train-order  signal.  Is  not  this  a 
species  of  block  system,  and  is  it  not  necessary  for  the  protection  of 
somebody?  Thus  we  may  say  the  railroads  of  the  country2are][oper- 
ated  under  a  block  system. 

This  amendment  goes  simply  to  the  question  of  hours,  and  pro- 
vides for  every  contingency  or  emergency  that  can  arise.  It  is  fair 
not  only  to  the  operators  and  the  railroads,  but  I  believe  it  to  be 
necessary  to  the  safety  of  the  traveling  public.  I  am  aware  the  rail- 
road companies  will  oppose  it  and  will  urge  the  threadbare  argument 
used  invariably  by  them  in  their  opposition  to  all  bills  affecting 
them,  by  citing  figures  showing  how  it  will  affect  their  earnings,  etc. 
But  I  do  not  care  to  sacrifice  my  life,  nor  to  offer  up  the  lives  of  any 
of  those  that  are  dear  to  me,  nor  of  any  of  my  friends,  in  order  to  ena- 
ble a  railroad  to  increase  its  earnings.  I  believe  the  amendment  ought 
to  be  adopted  by  this  committee  and  made  a  part  of  the  sixteen-hour 
bill  and  reported. 

Wliereupon  (at  12  o'clock  m.)  the  committee  adjourned. 
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Committee  on  Interstate  and  Foreign  Commerce, 

HoxiSE  OF  Representatives, 
Monday^  Fehniat^  11^  1907. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Irving  P.  Wanger 
in  the  chair. 

The  Chairman.  The  conmiittee  is  in  session  in  consequence  of  the 
arrangement  of  Saturday,  to  consider  the  matter  of  legislation  in 
relation  to  the  Panama  Canal  and  the  proposition  to  contract  for  the 
work.  The  chainnan  of  the  Isthmian  Canal  Commission  is  here.  Is 
it  the  pleasure  of  the -committee  to  proceed? 

Mr.  Stevens.  Is  Secretary  Taft  nere? 

Mr.  Ware.  He  said  that  he  would  be. 

Mr.  Shonts.  Secretary  Taft  will  be  here  shortly. 

Mr.  Wanger.  Mr.  Shonts,  if  you  will  take  the  far  end  of  the  table 
I  think  we  may  proceed,  pending  the  arrival  of  the  Secretary. 

Mr.  Burke.  I  would  like  to  inquire,  Mr.  Chairman,  if  you  purpose 
eliciting  the  same  evidence  which  was  given  on  Friday  before  the 
Appropriations  Committee  ?  A  good  many  members  of  this  commit- 
tee were  present  at  the  hearing  at  that  time,  and  it  has  occurred  lo 
me  that  we  might  incorporate  that  evidence  in  our  record,  so  that  it 
may  not  be  repeated  and  we  may  save  time.  However,  I  have  no 
motion  to  make  in  regard  to  the  matter. 

(At  this  point  Secretary  Taft  arrived.) 

Mr.  Wanger.  The  Secretary  having  arrived,  he  will  be  first  heard. 

Secretary  Tait.  Mr.  Chairman,  if  I  may  make  a  suggestion  as  to 
the  order  of  procedure,  I  would  like  to  have  Mr.  Rogers  make  a  state- 
ment in  regard  to  the  contract,  as  briefly  as  he  can,  because  he  is  much 
more  familiar  with  the  particular  provisions  than  I  am.  I  will  be 
glad  subsequently  to  give  information  on  the  general  subject. 

STATEMENT  OF  RICHARD  REIS  ROGERS,  ESQ.,  GENERAL  COTTH- 
SEL  OF  THE  ISTHMIAN  CANAL  COMMISSION. 

Mr.  Rogers.  I  will  say  by  way  of  introduction  that  the  scheme  of 
building  the  canal  by  contract  is  one  which  has  always  been  before  the 
people  who  have  been  avssociated  with  the  prosecution  of  this  work, 
and  likewise  has  been  in  the  minds  of  a  number  of  Congressmen. 
Last  winter,  I  believe,  at  the  hearings  before  the  different  committees 
it  was  stated  by  the  Secretary  of  War,  by  the  chairman  of  the  Com- 
mission, and  by  the  chief  engineer  that  when  an  opportune  time 
arose  an  effort  would  be  made  to  secure  the  construction  of  the  canal 
by  contract.    It    was  impossible  to  do  that  then,  because  the  type  of 
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the  canal  was  not  settled  until  the  end  of  June,  and  prior  to  that  time 
the  energies  of  the  Commission  had  been  devoted  to  the  work  of  prep- 
aration, the  sanitation  of  the  Isthmus,  the  preparation  of  quarters, 
hospitals,  the  organization  of  the  government  of  the  Isthmus,  and 
matters  of  that  sort.  Besides,  during  the  experience  of  a  year  or 
more  we  have  had  in  work  upon  the  canal  the  general  character  of  the 
work  to  be  done  bv  the  contractor  became  better  defined,  and  we  are 
in  a  better  situation,  perhaps,  to  form  some  broad  estimate  as  to  the 
probable  cost  of  the  work. 

Immediately  after  the  adjournment  of  Congress  the  chairman  pro- 
ceeded to  the  Isthmus  with  the  Commission,  and  there  the  general 
question  of  the  contract  was  discussed,  and  before  his  return  to  the 
United  States  a  memorandum  had  been  entered  into  betweim  him 
and  Mr.  Stevens  giving  the  broad  general  outlines  as  to  the  form  of 
the  contract.  I  then  took  the  matter  up  with  the  chairman.  We  had 
very  many  conferences  in  New  York  with  practically  all  of  the  lead- 
ing contractors  in  the  United  States,  and  later  on  with  their  counsel. 
After  the  form  of  contract  had  taken  a  more  or  less  definite  shai>e  we 
came  to  Washington.     We  had  a  number  of  conferences  then — the 

'matter  having  been  prior  to  that  time  laid  before  the  Secretary  of 
War  and  the  I^resident — with  those  two  gentlemen,  and  we  also  had 
the  benefit  of  the  advice  of  Mr.  Root.  The  contract  was  then  put  out. 
At  the  time  it  was  put  out  there  were  some  questions  that  were  not 
entirely  settled  in  the  minds  of  the  Commission.  While  the  contract 
was  pending,  we  received  the  benefit  of  still  further  suggestions,  and 
as  a  result  of  all  this,  after  having  weighed  all  the  suggestions  that 
had  been  made  on  behalf  of  contractors,  and  at  the  same  time  having 
considered  on  our  own  account  the  protection  of  the  Government, 
we  reissued  the  contract  under  the  date  of  December  12.  In  the  fonn 
in  which  we  reissued  it  I  believe  it  had  the  entire  approval  of  the 
executive  officers  of  the  Government,  the  chairman,  the  chief  engi- 
neer, and  others.     After  that  there  were  no  further  changes  made. 

The  contract  is  what  is  known  as  a  contract  upon  a  percentage  basis. 
That  was  the  first  general  point  which  was  decided.  It  was  obvious 
from  the  very  outset,  on  account  of  the  peculiar  character  of  the  work 
down  there,  that  it  would  be  impossible  to  get  desirable  bids  for  the 
construction  of  the  canal  as  a  whole.  Besides,  that  would  be  too 
rigid  a  form  of  contract  for  the  Government,  and  the  difficulty  of 
entering  into  specifications  sufficiently  definite  for  bidders  to  submit 
estimates  was  so  great  that  it  would  have  delayed  the  work  of  con- 
tracting out  the  canal — possibly  a  year,  it  was  estimated.  Then,  in 
addition  to  that,  the  great  element  of  uncertainty,  of  contingency, 
that  would  enter  into  the  calculations  of  the  contractors  would 
undoubtedly,  as  we  have  learned  since  from  conferences  with  con- 
tractors, have  enhanced  their  bids  25  to  33  per  cent  over  and  beyond 

.  what  would  have  been  the  apparent  cost  of  the  canal  to  the  con- 
tractors. So  we  decided  upon  the  percentage  plan.  That  was  very 
much  more  flexible.  It  enabled  the  Government  to  change  at  any  tiine 
its  plans  and  specifications,  and  that  without  injury  to  the  contractor. 
Having  decided  that  point,  the  next  question  which  arose  was  how 
far  we  should  ask  the  intervention  of  the  contractors  in  the  matter 
of  building  the  canal. 

Now,  it  was  entirely  obvious  that  there  were  certain  functions  that 
ought  to  be  discharged  by  the  Commission,  those  functions  involving 
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the  discharge  of  trust  duties,  in  a  way.  The  contractor,  of  course.^ 
could  not  carry  on  the  government  which,  under  our  more  recent; 
ideas'  of  the  way  that  government  should  be  conducted,  ought  to  be 
closely  associated  with  and  molded  to  the  work  of  the  construction. 
The  sanitation  of  the  Isthmus  could  not  be  carried  on  by  the  con- 
tractor, because  it  was  indefinite  in  itself  and  also  because  that  was 
a  matter  that  was  so  intimately  concerned  with  the  whole  life  of  the 
enterprise  that  special  care  and  attention  should  be  devoted  to  that. 
Then  there  was  the  Panama  Railroad  Company.  When  the  United 
States  Government  took  over  the  Panama  Railroad  Company,  as  a 
part  of  that  trust  they  took  over  the  obligation  to  provide  for  traffic 
which  used  the  Isthmus  from  the  different  parts  of  the  world,  which: 
went  by  that  route,  and  that  was  obviously  a  thing  that  could  not ' 
venr  well  be  intrusted  to  the  contractor. 

Besides,  we  wanted  the  attention  of  the  contractor  concentrated 
on  the  exact  work  which  we  were  going  to  require  him  to  do. 

Then  it  came  to  the  question  oi  materials  and  supplies.  Our  past 
experience  had  shown  that  we  could  acquire,  by  the  competitive  sys- 
tem of  bidding  for  supplies  in  the  United  States  then  in  vogue,  the 
supplies  and  plant  for  the  canal  quite  as  cheaply  as  any  contractor 
could  do  it.  So  there  were  all  these  things  in  which  the  intervention 
of  the  contractor  seemed  to  g^ive  no  possible  advantage.  What  we 
wanted  was  the  general  experience  of  the  contractor  in  the  work  of 
actual  construction.  We  wanted  the  benefit  of  the  experience  of  ap. 
association  of  contractors  whose  experience  combined  would  cover 
the  whole  field  of  work  to  be  performed  down  there.  We  wanted  the 
benefit  of  their  skilled  labor  organizations.  Large  contracting  firms- 
in  the  course  of  many  years  would  necessarily  accumulate  a  staff  of 
efficient  workmen  upon  whom  they  could  rely.  It  was  thought  by 
the  chairman  and  the  chief  engineer  and  by  the  Secretary  that  we 
ourselves  could  do  that  in  time,  but  it  would  take  time,  and  a  con- 
siderable time.  If  we  could  get  an  association  of  contractors  whose 
actual  plant  in  the  United  States,  including  in  that  expression  their 
personnel,  was  perhaps  twice  as  large  as  the  number  or  laborers  and 
skilled  workmen  that  would  be  required  on  the  Isthmus,  we  would 
have  a  source  upon  which  we  could  draw  from  time  to  time  for  that 
very  necessary  and  for  us  very  difficult  element  to  obtain  for  the  con- 
struction of  the  canal.  So  we  fixed  the  line  right  there  as  to  the 
work  which  should  be  done  by  the  Commission  and  as  to  the  work 
that  should  be  done  by  the  contractor.  That  is,  we  decided  to  con- 
fine the  contractor  to  the  work  of  actual  construction.  All  the  other 
general  duties  connected  with  the  construction  of  the  canal  were 
reserved  to  the  Commission. 

Another  advantage  has  ensued  from  that,  that  the  contractor  does 
not  derive  a  commission  upon  that  portion  of  the  work  which  is  done 
by  the  Government.  We  furnish  the  plant ;  we  furnish  the  materiaL 
which  is  not  a  principal  item  entering  into  the  cost  of  the  canal,  ana 
upon  those  items  of  course  the  contractor  draws  no  percentage.  So 
the  line  was  drawn  there.  There  was  only  one  exception  to  that,  and 
that  was  with  respect  to  hand  tools  and  minor  machinery.  It  was 
decided  that  as  the  cost  of  these  things  would  not  be  great,  the  con- 
tractors might  furnish  them.  Many  of  the  contractors'  men  would- 
furnish  their  own  tools,  and  many  of  them  would  be  more  familiar 
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with  the  tools  that  they  wanted  for  the  work  than  anyone  else  could 
be.  and  it  was  not  a  matter  of  much  importance. 

Mr.  EscH.  How  about  the  cement  laid  down  on  the  Isthmus?  ' 

Mr.  Rogers.  I  will  come  to  that. 

Mr.  Wanger.  Is  he  allowed  for  that? 

Mr.  Rogers.  Yes,  sir.    If  you  will  allow  me  to  proceed 

Mr.  Wanger.  Certainly. 

Mr.  Rogers.  We  make  all  repairs  upon  the  plant.  You  can  see 
very  readily  that  on  the  general  principle,  as  1  have  explained  it, 
of  compensation,  the  more  the  Government  furnishes  the  cheaper  it 
is  to  the  Government  in  the  end,  in  the  aggregate  ultimate  cost  of  the 
canal.  The  contractor  makes  what  are  known  as  "  outside "  or 
"  running  "  repairs  upon  rolling  stock,  steam  shovels,  and  locomotives. 
As  to  everything  done  upon  the  road,  repairs  of  an  ordinary  char- 
acter, they  can  test  be  done  by  the  contractor  upon  the  spot.  Other- 
wise the  Commission  would  have  to  maintain  a  traveling  force  of 
repair  men,  while  the  contractor  has  mechanics  conveniently  engaged 
upon  the  work,  and  those  repairs  could  be  made  by  the  contractor. 
It  is  therefore  provided  that  what  is  known  in  railroad  parlance  as 
"  running  "  repairs,  "  outside  "  repairs,  are  to  be  made  by  the  con- 
tractor, and  they  are  charged  up  to  us,  and  upon  their  cost  the  con- 
tractor is  to  derive  a  percentage. 

Another  large  item  of  cost  that  under  certain  circumstances  we 
decided  might  be  turned  over  to  the  contractor  is  the  manufacture 
of  cement.  It  was  estimated  that  there  would  be  about  four  and 
a  half  million  barrels  of  cement  used  down  there  in  the  construction 
of  the  locks.  The  question  is  whether  we  have  upon  the  Isthmus  a 
material  which  will  make  good  cement.  Some  or  the  investigations 
of  the  chief  engineer  looked  to  the  probability  that  we  have  such  a 
material,  but  it  is  quite  probable  that  all  the  cement  that  will  be  used 
in  the  construction  work  on  the  Isthmus  will  have  to  be  imported, 
bec[iuse  anybody  would  hesitate  to  use  what  is  apparently  even  a 
ffood  cement  unless  it  has  had  a  practical  trial  of  six  or  seven  years. 
But  if  the  engineers  in  charge  oi  this  work  on  behalf  of  the  Govern- 
ment decide  that  cement  can  oe  manufactured  on  the  Isthmus  without 
running  any  great  risk  on  the  work,  that  business  can  be  turned  over 
to  the  contractor. 

For  the  same  reason,  and  to  provide  against  exorbitant  prices,  and 
because  the  source  of  the  raw  material  is  closer  to  the  Isthmus,  it 
has  been  decided  that  explosives — that  means  dynamite — might  be 
manufactured  upon  the  Isthmus.  Those  are  the  only  exceptions  to 
the  general  rule  that  we  furnish  everything  and  that  the  contractor 
does  the  work. 

It  is  provided  that  the  mess  houses  can  be  taken  over  by  the  con- 
tractor. If  they  are  taken  over  by  the  contractor,  they  are  to  be 
run  at  absolute  cost.  The  contract  prevents  the  contractor  from 
making  that  a  source  of  independent  profit.  That  is  so  very  im- 
portant there,  both  with  respect  to  the  contentment  of  the  men  and 
their  capacity  for  work,  that  we  were  careful  to  provide  that  no  profit 
can  be  made  from  that  source.  Indeed,  no  profits  can  be  made  by  the 
contractor  from  any  sources  outside  of  his  percentage  and  outside 
of  the  premiums  and  rewards  that  he  gets  for  better  than  contract 
performance. 
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Now,  that  issue  having  been  settled,  all  these  functions  I  have 
spoken  of  having  been  reserved  to  the  Government,  the  question 
came  up  as  to  the  oasis  of  compensation.  We  finally  decided  that  the 
percentage  should  be  calculated  upon  the  estimated  cost  of  the  con- 
struction of  the  canal,  that  estimated  cost  not  being  the  entire  cost 
to  the  United  States,  but  rather  a  technical  expression  indicating  the 
cost,  what  ought  to  be  the  reasonable  cost,  or  the  work  to  be  done 
by  the  contractor.  That  estimated  cost  is  to  be  fixed  by  a  commit- 
tee of  five  engineers  of  approved  standing,  of  whom  the  contractor 
names  two  and  of  whom  the  Commission  names  three,  the  chief  engi- 
neer of  the  Commission  being  one  and  acting  as  chairman  of  the 
special  engineering  committee.  Within  ten  days  after  the  contract  is 
signed  the  contractor  nominates  his  two  men  for  that  committee. 
They  then,  if  necessary,  proceed  to  the  Isthmus  and  conclude  an 
investigation  of  all  the  data,  and  within  ninety  days,  if  possible,  at 
any  rate  within  six  months,  they  fix  an  estimate  of  the  cost  of  com- 
pleting the  canal  and  the  reasonable  time  of  completing  the  canal. 

Into  this  cost  enter  the  current  monthly  bills  to  the  contractor, 
that  is  the  pay  roll  chiefly,  and  such  minor  hand  tools  and  machinery 
as  he  furnishes,  and  such  outside  running  repairs  as  he  makes.  He 
is  not  reimbursed  for  his  own  personal  services,  nor  is  he  reimbursed 
for  what  is  known  as  his  general  expenses,  or  organization  expenses, 
onr  for  the  cost  of  procuring  his  bond,  nor,  generally  speaking,  for 
his  expenses  in  the  United  States,. nor  for  his  cable  service  to  the 
Isthmus,  or  his  legal  services.  He  is  reimbursed,  however,  for 
one-third  of  the  cost  of  meeting  the  personal-injury  claims,  due  to 
negligence  at  his  hands  or  at  the  hands  of  any  of  his  employees. 

Mr.  Wanger.  Is  he  reimbursed  one-third  or  two- thirds? 

Mr.  Rogers.  Two-thirds,  I  mean.  That  is  a  matter  upon  which  I 
ought,  perhaps,  to  say  a  word.  \ATien  we  originally  prepared  the 
contract,  we  provided  that  the  contractor  should  pay  all  of  the 
damages  which  a  third  person  should  sustain  by  reason  of  the  negli- 
gence of  himself  or  his  employees,  and  that  seemed,  of  course,  to  be 
a  logical  solution.  But  very  quickly  it  developed  that  a  great  ques- 
tion of  expediency  came  in  there.  When  the  contractors  came  to 
figure  on  what  that  element  would  amount  to,  they  exaggerated  it 
enormously.  We  knew  that  that  really  was  not  a  substantial  risk 
upon  the  Isthmus.  That  is  due  to  several  causes.  The  substantive 
law  which  prevails  is  the  Spanish  law,  and  under  that  law  it  has 
been  decided  by  the  supreme  court  judges  on  the  Isthmus,  correspond- 
ing to  the  circuit  juages  in  the  United  States,  that,  for  example, 
there  is  no  cause  of  action  in  cases  of  wrongful  death.  They  have 
also  decided  that  where  the  employee  violates  the  instructions  of  the 
master,  and  the  servant  injures  a  third  party,  the  master  is  not  liable 
to  that  third  party,  doing  away  in  large  measure  with  the  doctrine 
of  respondeat  superior,  as  it  is  known  in  the  United  States.  Then  aU 
those  cases  would  be  tried  before  experienced  judges. 

Our  experience  with  the  railroad  company  had  shown  that  al- 
though there  were  a  number  of  claims  against  the  railroad  company 
based  upon  the  supposed  negligent  operation  of  the  railroad  company, 
at  times  an  inevitable  thing,  the  gross  amount  which  we  had  to  pay 
for  those  claims  was  extremely  slight.  Yet  when  the  contractors 
came  to  take  up  that  element  they  were  simply  frightened  by  the 
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attitude  of  the  indemnity  companies  in  the  United  States.  Per- 
sonal-injury claims  have  grown  to  such  a  large  proportion,  take 
up  such  a  large  proportion  of  the  time  of  the  courts  in  this  country, 
and  it  is  such  a  serious  item  with  contractors  that  they  naturally 
supposed  it  could  not  be  less  upon  the  Isthmus  than  here ;  and  because 
of  tne  uncertainty  they  really  exaggerated  it  and  made  it  more  than 
it  would  be  in  the  United  States.  Now,  when  they  went  to  these 
indemnity  companies  they  asked  for  from  3  to  5  per  cent  upon  the 
)ay  roll.  Inasmuch  as  the  contractor's  percentage  is  calculated  in 
arge  part  upon  his  pay  roll,  it  became  obvious  to  us  that  unless  we 
made  some  concessions  upon  that  point  the  contractors  would  have 
to  put  on  from  2  to  4  per  cent  of  the  amount  they  would  otherwise 
bid,  simply  to  meet  that  uncertain  element  of  personal-injury  claims. 

We  w^ere  confronted  with  this  situation :  Either  we  had  to  make  a 
concession  right  there  and  agree  to  reimburse  the  contractor  upon 
that  point,  or  else  pay  many  times  over  what  the  ultimate  cost  would 
otherwise  have  been.  We  therefore  decided,  after  many  consulta- 
tions upon  the  subject,  to  assume  two-thirds  of  the  cost  of  meeting 
those  personal-injury  claims.  One-third  we  still  entailed  upon  the 
contractor,  in  order  that  he  might  not  be  exempted  from  the  duty  of 
exercising  ordinary  care. 

Secretary  Taft.  You  mean  that  he  should  not  lack  the  motive. 

Mr.  Rogers.  Yes,  sir;  in  order  that  he  should  not  lack  the  motive. 

Now,  the  amount  which  the  contractor  is  to  pay  enters  into  the 
question  of  the  current  cost  of  the  canal.  We  did  provide,  however, 
that  the  engineering  committee  should  make  no  allowance  for  that  in 
estimating  the  cost,  and  also  that  they  should  make  no  allowance,  in 
estimating  the  cost,  for  contingencies.  Those  who  have  figured  on 
the  cost  have  added  as  much  as  20  per  cent  for  contingencies.  Some 
have  figured  it  higher.  In  preparing  the  contract  the  design  was  to 
reduce  the  element  of  contingency  as  far  as  possible,  and  therefore 
we  put  in  the  contract  the  provision  that  the  engineering  committee 
should  not  enlarge  the  apparent  cost  of  the  work  to  the  contractor 
by  the  element  or  contingency  nor  for  damages  from  loss  sustained 
by  the  contractor  on  his  own  personal  account. 

We  thought,  in  calculating  the  percentage  upon  the  estimated  cost, 
that  it  would  have  a  tendency  also  to  prevent  the  contractor  from 
swelling  the  cost  of  the  work.  If  he  is  paid  7  per  cent,  he  would  not 
have  quite  so  much  incentive  to  keep  the  cost  of  work  down  as  he 
would  if  he  were  paid  on  the  estimated  cost. 

If  the  contractor  can  keep  the  work  up  to  the  estimate  of  time 
for  completion  of  the  canal  he  will  make  a  larger  profit  than  if  he 
exceeds  the  limit  of  time.  If  he  exceeds  the  estimate  of  cost  half  a 
million  dollars  he  forfeits  one-half  of  1  per  cent.  To  illustrate,  the 
lowest  bid  was  6.75.  If  the  contract  be  awarded  on  that  basis  and 
the  cost  should  exceed  the  estimated  cost  by  $10,000,000,  that  would 
reduce  his  percentage  to  5.75. 

Mr.  Bartlett.  Tnat  would  be  1  per  cent  ? 

Mr.  Rogers.  Yes.  Upon  the  other  hand,  if  he  succeeds  in  improv- 
ing on  the  estimate  of  the  cost,  he  would  get  one-third.  If  he  does 
the  work  in  less  than  the  estimated  time,  he  gets  a  bonus  of  $100,000 
a  month ;  if  in  more,  he  would  "pay  liquidated  damages  of  $100,000 
a  month. 
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Mr.  Shonts.  The  interest  charge  is  large. 

Mr.  Rogers.  I  was  going  to  state,  as  Mr.  Shonts  has  often  stated  . 
to  the  contractors,  that  the  general  idea  of  the  contract  was  to  make  a 
quasi  partnership  between  the  Government  and  the  contractor,  so 
that  the^  would  have  an  incentive  for  cooperation,  as  both  were 
sharers  in  the  profit.  If  the  contractor  and  the  Government  work 
together  and  succeed  in  having  the  cost  fall  below  the  estimate,  the 
Government  would  save  two  dollars  where  the  contractor  would 
save  one.  If,  on  the  other  hand,  the  contractor  succeeded  in  making 
the  time  for  the  completion  of  the  canal  fall  below  the  estimated 
time,  the  Government  would  save  more  than  the  $100,000  bonus  paid 
the  contractor.  The  Government  would  be  paying  by  that  time  from 
$2,000,000  to  $3,000,000  a  year  interest  on  bonds,  which  would  be 
issued  to  pay  the  cost  of  construction.  Then  the  great  strategical 
and  commercial  questions  which  affect  the  people  of  the  United 
States  have  to  be  considered  in  the  matter,  particularly  as  to  tlie  time 
of  completion.  That  is  always  a  great  inducement  to  the  Govern- 
ment to  get  the  contractor  to  cooperate  in  completing  the  work  as 
soon  as  possible  at  the  minimum  cost. 

We  have  provided  that  the  contractor  shall  proceed  with  the  work 
as  quickly  as  possible — sixty  days  is  named — and  we  have  provided 
an  arrangement  by  which  if  he  does  not  get  to  work  before  the  esti- 
mates are  completed  a  certain  allov/ance  is  made  to  the  Government. 

Mr.  Burke.  State  what  guaranty  the  Government  has  that  the 
contract  will  be  performed  and  what  the  risk  is. 

Mr.  Rogers.  The  contractor  is  reouired  to  have  a  capital  of 
$5,000,000.  The  bond  is  to  be  $2,000,000.  Two  million  dollars  of  the 
$5,000,000  is  for  the  purpose  of  raising  this  bond.  Two  million  dol- 
lars can  be  devoted  to  that  purpose,  and  the  remainder  is  to  be  paid 
in  cash  or  to  be  in  solvent  subscriptions,  so  that  it  may  be  available 
to  the  contractor.  One  million  five  hundred  thousand  dollars  must 
be  raised  in  cash,  and  the  rest  must  be  where  it  can  be  called  in. 
That  provides  for  the  faithful  performance  of  the  contract.  The 
Government  is  protected  by  that  pro\'ision.  It  also  requires  the 
contractor  to  do  the  work  in  a  good  and  satisfactoiy  manner.  If 
there  is  negligence  it  constitutes  a  breach  of  the  contract.  It  is  also 
provided,  tor  instance,  that  if  the  contractor  should  put  in  any  im- 
sound  material  he  shall  b?,  responsible  for  the  damage  caused  thereby 
unless  he  serves  notice,  which  the  contract  requires  him  to  do,  on  the 
chief  engineer  to  specificallv  approve  the  materials,  in  which  case 
he  would  be  exonerated.  He  is  responsible  for  his  own  negligence 
and  for  the  negligence  of  his  servants.  He  is  required  to  discharge 
at  any  time  any  employee  upon  notice  of  the  chief  engineer.  He  is 
bound  by  certain  other  covenants  to  comply  with  the  rules  and  the 
regulations  in  respect  to  sanitation,  and  he  must  make  effective  rules 
of  his  own  for  c^irrying  out  the  Government  rules. 

Mr.  EscH.  What  right  has  the  Government  with  reference  to  the 
labor  to  be  employed? 

Mr.  RooERS.  Tlie  character  of  the  labor  is  left  with  the  contractor. 
If  any  individual  or  any  large  number  of  individuals  shall  interfere 
or  become  hostile  to  the  work  of  the  Government,  the  Government  is 
protected  by  authority  to  require  the  contractor  to  discharge  him  or 
them.  In  the  selection  of  labor,  as  well  as  in  the  control  of  labor, 
the  contractor  necessarily  has  to  have  a  free  hand. 
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Secretary  Taft.  The  contractor  is  required  to  follow  the  law? 

Mr.  Rogers.  Yes. 

Mr.  Mann.  What  is  the  contractor  to  do?     AVhat  is  his  business? 

Mr.  Rogers.  The  contractor  actually  builds  the  canal.  He  exca- 
vates the  Culebra  Cut  and  hauls  the  material  to  the  dump  and  puts 
it  onto  the  dump.  He  builds  sustaining  walls  or  revetments.  He 
dredges  the  canal  throughout  its  whole  length.  In  order  to  do  that 
construction  work  he  employs  all  the  labor  necessary. 

Mr.  Wanger.  He  operates  the  locomotives  that  run  the  work 
trains  ? 

Mr.  Rogers.  Yes ;  he  operates  the  locomotives  and  the  scows. 

Mr.  Mann.  He  does  practically  what  a  foreman  would  do. 

Mr.  Rogers.  It  is  done  under  the  plans  and  specifications  of  the 
chief  engineer. 

Mr.  Adams.  You  pay  the  pay  roll? 

Mr.  Rogers.  He  pays  the  pay  roll.  On  the  15th  of  the  next  month 
we  return  him  the  money. 

Mr.  Adams.  Then  you  pay  them? 

Mr.  Rogers.  We  pay  them  ultimately.  No  contractor  could  work 
there  under  any  other  arrangement. 

Mr.  Stevens.  What  becomes  of  the  present  personnel? 

Mr.  Rogers.  As  I  stated  a  moment  ago,  we  retain  a  ^eat  many 
functions  down  there.  The  present  personnel  will  be  retained  so  far 
as  necessary.  The  personnel  connected  with  the  construction  work 
will  be  taken  by  the  contrac  or.  For  their  protection  it  is  provided 
that  the  contractor  shall  not  discharge  them  or  reduce  salaries  except 
with  the  consent  of  the  chief  engineer.  That  is  called  the  gold  roll. 
As  to  the  common  employees,  he  will  take  them. 

Mr.  Stevens.  Would  not  that  tend  to  increase  the  cost? 

Mr.  Rogers.  No.  A  great  many  contractors  have  expressed  them- 
selves as  satisfied  with  that  provision.  They  take  the  view  that  a 
good  many  men  who  had  gone  down  there  and  stayed  for  years  had 
become  experts  in  the  work,  and  that  they  would  be  glad  to  get  the 
benefit  of  their  services.  No  contractor  with  whom  I  have  talked 
objects  to  it. 

Mr.  Mann.  You  say  the  contractor  does  the  work.  He  takes  the 
force  you  have  there,  and  he  will  assemble  an  additional  force,  but 
does  he  do  more  than  the  Government  engineer  does  there  now  ? 

Mr.  Rogers.  He  does  not  do  any  more  than  the  chief  engineer  does, 
except  that  he  contracts  for  the  work  which  the  present  chief  engineer 
does. 

Mr.  Mann.  Would  you  still  have  to  retain  the  chief  engineer  to 
watch  the  contractor? 

Mr.  Rogers.  Undoubtedly.  The  chief  engineer  is  the  arbitrator 
on  all  questions. 

Mr.  Mann.  So  that  he  would  have  to  have  a  considerable  number 
of  men  under  him  all  the  time  to  see  and  know  what  was  going  on  ? 

Mr.  Rogers.  Yes ;  but  it  does  not  seem  to  me  that  as  large  a  force 
would  be  required  as  if  he  did  the  work  himself;  it  would  not  be  any- 
thing like  so  large. 

Mr.  Mann.  W^uld  not  double  the  force  be  required?  Would  he 
not  have  to  watch  and  see  that  the  work  was  done  with  care,  and  does 
it  not  add  to  the  total  number  of  men  employed  ? 

Mr.  Rogers.  I  think  not.     A  large  portion  of  the  work,  sanitation 
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and  maintenance  of  the  plant,  for  example,  would  still  be  done  by 
the  chief  engineer.  He  regulates  his  lorce  in  proportion  to  the 
amount  of  work  to  be  done. 

Mr.  Mann.  Do  you  think  that  the  force  necessary  for  sanitation 
can  be  used  there  tor  many  years? 

Mr.  EoGERS.  No ;  but  the  force  of  the  chief  engineer  has  charge  of 
the  purchase  of  supplies,  of  the  shops  in  which  the  plant  is  repaired, 
of  the  assembling  of  the  plant,  ana  things  of  that  sort.  Of  course, 
under  the  contract,  he  would  furnish  the  plans  and  specifications. 
He  is  bound  to  do  that  under  the  contract.  We  would  have  to  do  that 
ourselves  if  the  work  was  being  done  by  direct  labor.  His  force  is 
retained  for  this  special  purpose ;  he  has  to  discharge  the  duty  of  in- 
spector and  exercise  a  control  over  the  contract. 

Mr.  Mann.  Is  there  anything  the  contractor  will  have  to  do  in 
addition  to  the  work  the  Government  engineer  now  does? 

Mr.  RooERS.  No,  sir.  The  contractor  simply  does  the  work  that 
we  do  there  now,  and  which  we  will  have  to  do  if  we  do  it  by  direct 
labor. 

Mr.  Mann.  Will  the  contract  be  performed  under  the  eight-hour 
law? 

Secretary  Taft.  The  eight-hour  law  does  not  apply  on  the  Isthmus. 
It  is  a  public  work. 

Mr.  Wanger.  The  contract  provides  for  that  by  law. 

Secretary  Taft.  It  says  that  it  shall  be  governed  by  the  laws  which 
govern  work  on  the  Isthmus  that  is  under  the  Government. 

Mr.  Mann.  That  is  a  recent  construction? 

Secretary  Tait.  No;  it  is  not  a  recent  construction;  it  is  the  same 
as  it  always  has  been. 

Mr.  Ste\'ens.  Who  decides  the  type  of  machinery  of  which  the 
contractor  takes  control  ? 

Mr.  KoGERS.  That  is  decided  by  the  chief  engineer.  That  is  a 
question  about  which  we  had  a  great  many  conferences.  The  con- 
tractor wanted  to  decide  that.  We  thought  that  the  Government 
had  an  expensive  plant  there,  and  we  did  not  feel  like  letting  it  be 
subject  to  the  caprice  of  the  contractor.  No  method  could  be  adopted 
by  which  this  responsibility  could  be  divided.  W^ith  respect  to  the 
other  facilities  to  be  supplied  by  the  Government,  the  judgment  of 
the  chief  engineer  is  final :  but' the  contractor  has  an  assurance  under 
the  contract  that  we  will  furnish  him  the  things  necessary  to  enable 
him  to  perform  his  contract. 

Mr.  Stevens.  But  that  means  that  there  may  be  a  claim  against 
the  Government. 

Mr.  Rogers.  That  is  left  in  the  hands  of  the  chief  engineer. 

Mr.  Richardson.  What  provision  is  made  in  the  contract  for  the 
use  of  the  Panama  Railroad  ? 

Mr.  Rogers.  The  contractor  does  not  take  over  the  Panama  Rail- 
road. He  has  no  control  over  the  organization  of  the  Panama  Rail- 
road. We  simply  furnish  him  trackage  to  and  from  the  dumping 
grounds. 

Mr.  Richardson.  He  gets  that  in  addition  to  his  other  facilities? 

Mr.  Rogers.  That  is  one  of  his  facilities. 

Mr.  Wanger.  Have  any  contractors  complained  of  the  character 
of  the  plant  there  now  ? 
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Mr.  RoGEfifi.  No;  I  think  that  most  of  the  contractors  expressed 
themselves  as  satisfied  with  the  plant.  It  is  i|ot  yet  complete.  It 
must  be  added  to. 

Mr.  Wa.nger.  Have  any  considerable  number  of  persons  stated  that 
it  would  be  cheaper  to  abandon  the  shovel  and  take  to  the  dredge  for 
general  excavation  work? 

Secretary  Taft.  One  man  has — Mr.  Bunau-Varilla. 

Mr.  Wagner.  Mr.  Bates  also,  I  think,  strongly  urges  it. 

Mr.  Rogers.  I  do  not  see  how  we  could  use  the  dredge  in  certain 
parts  of  that  work. 

Mr.  Wanger.  Has  any  other  contractor  besides  Mr.  Bates  sug- 
gested that? 

Mr.  Rogers.  None  who  have  appeared  as  constructive  bidders,  and 
they  include  the  bulk  of  the  promment  contractors  in  the  country. 

Mr.  Mann.  In  figuring  on  the  contract  did  you  figure  on  the  limit 
of  cost? 

Mr.  Rogers.  We  made  no  preliminary  estimates. 

Mr.  Mann.  I  mean  the  limit  of  cost  fixed  by  Congress — ^$145,- 
000,000. 

Mr.  Stevens.  Suppose  it  should  turn  out,  in  making  the  estimate, 
that  the  estimate  or  cost  should  exceed  $145,000,000,  what  would  you 
do  then — stop  ? 

Mr.  Rogers.  That  is  a  question  we  have  considered.  There  have 
been  some  decisions  which  authorize  us  to  enter  into  a  contract,  al- 
though Congress  has  fixed  the  price.  If  a  contract  is  entered  into 
and  the  exact  cost  can  not  be  ascertained,  it  should  hold,  if  it  is  en- 
tered into  in  good  faith,  just  the  same. 

Mr.  Mann.  The  Comptroller,  as  I  understand  it,  has  ruled  that  the 
money  can  not  be  paid  and  the  contract  can  not  be  proceeded  with 
unless  there  is  a  limit  of  cost.  I  want  to  know  whether  you  have 
taken  that  into  consideration.  You  are  not  authorized  to  spend  the 
money  yet. 

Mr.  Rogers.  I  think  that  it  has  been  decided  in  cases  where  w^ork 
has  been  entered  into,  if  at  the  time  the  contract  was  entered  into  it 
was  not  apparent  that  it  would  exceed  the  appropriation,  it  would  be 
valid. 

Mr.  Adams.  You  take  into  cognizance  the  elastic  power  of  Con- 
gress? 

Mr.  Rogers.  Yes.  So  much  will  still  be  done  by  the  Government 
by  direct  labor  that  I  think  that  there  is  very  little  prospect  that  the 
cost  of  the  work  to  be  done  by  contract  may  exceed  $145,000,000. 

Mr.  Burke.  Has  the  Commission  made  an  estimate  as  to  the  portion 
of  the  whole  contract  the  contractor  is  to  get  a  commission  upon  ? 

Mr.  Rogers.  The  Commission  has  never  made  an  estimate  of  that. 
I  do  not  think  that  any  contractor  made  any  which  furnished  an  esti- 
mate of  what  the  total  cost  would  be  under  the  contract. 

Mr.  LovERiNG.  What  provision  is  made  for  settlement  between  the 
contractor  and  the  Government  outside  of  the  decision  of  the  Board  ? 
'  Mr.  Rogers.  WTien  the  question  of  preparing  the  contract  first 
came  up  there  was  considerable  pressure  brought  to  bear  to  intro- 
duce what  is  known  as  an  "  arbitration  clause."  We  talked  to  quite 
a  number  of  contractors  on  that  point,  and  they  did  not  attach  much 
importance  to  it.  It  simply  interposes  a  step  which  is  to  be  gotten 
over  before  the  parties  can  go  into  court.    Most  of  the  contractors 


PANAMA    CANAL    CONTRACT.  18 

were  satisfied  with  the  arrangement  whereby  auestiorffe  should  be 
settled  in  the  first  place  by  the  chief  engineer.  Either  party  might 
appeal  to  the  chairman,  and  over  and  above  that  is  was  always  under- 
stood that  there  would  ultimately  be  an  appeal  to  the  President,  and, 
of  course,  to  Congress  itself. 

Mr.  Burke.  It  will  follow  that  there  are  likely  to  be  delays  on  the 
part  of  the  Government  by  reason  of  failure  to  furnish  material,  and 
also  plans  and  specifications  will  be  changed  from  time  to  time,  nec9S- 
sitatmg  more  time  than  would  be  taken  if  the  plans  and  specifications 
were  followed  as  estimated  upon  originally  by  the  Commission. 
How  are  you  going  to  get  around  these  matters? 

Mr.  Rogers.  That  brings  up  the  question  of  the  completion  of  the 
canal,  and  I  was  about  to  make  a  statement  with  reference  to  that. 
The  contract  specifically  provides  that  if  there  is  a  change  in  the 
plans  and  specifications  the  estimates  of  time  and  cost  shall  be  re- 
modeled to  conform  to  the  changes.  At  the  present  time  the  com- 
mittee is  in  a  better  position  to  pass  upon  the  question  of  cost.  The 
general  type  of  the  canal  is  fairly  well  settled.  The  engineering 
work  is  brought  up  to  date,  and  the  character  of  the  material  to  be 
removed  and  the  stuff  to  be  dredged  is  all  fairly  w^ell  settled,  so 
that  an  estimate  can  be  made,  and  it  will  be  still  better  settled  by 
further  investigations  that  the  engineering  committee  is  authorized 
to  make.  We  think  that  they  will  be  able  to  make  a  fairlv  approxi- 
mate esthnate.  It  will  not  be  exactly  correct,  and  many  things  may 
intervene  which  mav,  in  justice  to  either  side,  require  a  modification 
of  the  estimates.  We  provide  in  the  contract  how  the  estimates  of  cost 
and  time  can  be  modified.  We  provide  a  general  plan  whereby  the 
estimates  can  be  modified  in  the  event  of  a  change  in  the  actual  scale  of 
wage,  w^hen  it  falls  below  or  exceeds  that  taken  into  account  by  the 
committee  in  making  their  original  estimates.  We  also  provide  for 
changes  in  the  estimates  where  an  act  of  God  or  a  public  enemy,  or  a 
mistake  in  physical  data  upon  which  the  engineers  make  their  esti- 
mates, intervene.  We  thought  that  those  w^ere  equitable  grounds 
upon  w^hich  the  contractor  might  appeal  to  the  President  of  the 
United  States  for  a  revision,  and  so  provide. 

Mr.  Mann.  Can  the  Government  also  appeal  to  the  President? 

Mr.  Rogers.  Yes ;  especially  in  view  of  the  fact  that  the  estimates 
might  be  affected  by  the  annual  average  scale  wage. 

Mr.  Mann.  It  is  evident  that  the  engineers  will  try  to  get  as  high 
a  cost  as  possible. 

Mr.  Rogers.  It  is  difficult  for  the  Government  to  provide  against 
infidelity  on  their  part. 

Mr.  Mann.  I  do  not  mean  infidelity.  It  is  like  selecting  expert 
witnesses. 

Mr.  Rogers.  In  the  first  place  we  provide  for  two  engineers,  who 
shall  be  men  of  approved  standing  in  their  profession,  and  I  do  not 
think  that  any  man  except  one  of  standing  will  be  accepted. 

Mr.  Mann.  We  have  had  manv  down  there  and  each  one  was  sup- 
posed to  be  of  high  standing.    They  are  not  all  perfect. 

Mr.  Rogers.  Those  engineers  had  to  discharge  different  duties 
from  those  of  the  present  engineering  committee.  They  had  to  con- 
sider broad,  general  matters  of  design,  and  things  of  that  sort.  They 
had  to  consider  questions  of  climate  and  health  conditions. 

Mr.  Mann.  We  had  several  commissions  go  down  there,  and  nearly 
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all  had  the  data  which  you  have  now,  and  on  a  broad,  general  proposi- 
tion they  had  opportunities  of  estimating  the  cost  of  doing  the  work, 
but  none  of  them  agreed.  Each  new  set  made  the  work  of  the  other 
set  faulty. 

Mr.  Rogers.  We  have  had  two  years'  experience  in  construction. 
AVe  have  made  borings,  and  the  character  of  the  material  is  more 
definitely  settled.  The  quantity  is  settled.  In  all  of  the  estimates 
heretofore  made  the  variations  largely  have  been  due  to  the  varia- 
tions* in  the  size  and  type  of  the  canal.  The  prism  of  the  canal  is 
fairly  well  settled  by  the  plans  and  specifications.  The  Government 
has  three  engineers  and  the  contractor  has  two. 

Mr.  Mann.  I  do  not  think  that  it  is  possible  for  anybody  to  knoT?^ 
or  make  a  careful  estimate  of  the  cost. 

Mr.  Sogers.  It  is  inevitable  that  there  will  be  changes  and  constant 
departures  from  plans  and  specifications,  particularly  with  reference 
to  locks  and  dams. 

Mr.  Mann.  WTiat  protection  will  the  Government  have?  You  say 
that  it  is  left  to  Mr.  Stevens,  the  chief  engineer,  to  decide.  Is  it  fixed 
that  no  claim  can  arise  against  the  Government  in  the  courts  or  in 
Congress  ? 

Mr.  Rogers.  Absolutely.  I  think  that  the  contract  provides  for  a 
change  in  the  plans  and  specifications,  and  it  is  done  m  such  a  way 
.that  it  will  avoid  litigation.  If  the  plans  and  specifications  are 
changed  the  engineering  committee  are  authorized  to  make  a  change 
in  the  other  part  of  the  contract,  as  to  the  time  of  completing  the 
canal,  etc. 

Mr.  Burke.  I  think  you  ought  to  state  how  the  Government  can 
terminate  the  contract,  if  it  desires  to  do  so. 

Mr.  Rogers.  That  is  an  important  question,  and  brings  up  for  con- 
sideration one  of  the  most  important  provisions  of  the  contract  for 
the  protection  of  the  Government.  Of  course,  the  contract  can  be 
terminated  upon  breach  by  the  contractor.  If  he  neglects  to  progress 
with  the  work  so  that  it  seems  that  he  will  not  be  able  to  come  within 
20  per  cent  of  the  estimated  cost,  that  is  a  breach.  If  he  fails  lo 
employ  a  force  of  w^orkmen  which  can  be  conveniently  employed, 
that  is  a  breach.  If  he  gets  into  financial  difficulties  and  becomes 
insolvent,  that  is  a  breach. 

Further  than  that,  we  have  also  provided  that  there  may  be  a 
voluntary  termination  of  this  contract  by  the  Government,  even  where 
there  is  no  definite  breach.  A  contractor  might  go  down  there  and 
dally  with  the  work  and  carry  it  on  laxly,  and  still  keep  within  the 
limits  of  his  legal  rights,  or,  the  Government  might  wish  to  termi- 
nate the  work  for  some  reason.  We  can  not  tell  what  will  be  done 
by  future  Congi-esses.  In  that  event  we  have  provided  that  the 
Government  may  take  over  the  work  on  terms  by  paying  the  con- 
tractor $250,000  bonus.  If  less  than  one-third  of  the  work  has  been 
done,  the  contractor  gets  an  additional  1  per  cent  on  the  work 
done.  It  is  also  provided  that  the  contractor  must  get  at  least  a 
half  million  dollars,  because  the  expense  of  organizing  would  be  very 
heavy.  Apart  from  that  we  can  practically  terminate  the  contract 
by  the  payment  of  $250,000. 

Mr.  Escii.  Liquidated  damages  ? 

Mr.  Rogers.  Practically.  Of  course,  the  time  fixed  by  the  con- 
tractor is  an  incentive  to  do  as  much  as  he  can  from  the  very 
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first.  We  also  provide  that  at  the  end  of  each  year  the  chief 
engineer  may  make  investigation  to  ascertain  whether  the  contractor 
has  properly  kept  abreast  of  the  work  in  point  of  time  and  cost ;  and 
if  so  we  provide  that  the  contractor  shall  be  paid  two- thirds  of  his  per- 
centage on  the  estimate  of  cost  for  that  year.  If  he  is  behind  he 
gets  no  percentage. 

Mr.  Mann.  You  spoke  of  the  matter  of  personal  injuries,  where 
the  Government  assumes  two-thirds  the  cost  of  pei'sonal  injuries. 
Does  that  rest  with  the  contractor  to  settle  for  personal-injury  claims? 

Mr.  Rogers.  Yes;  it  rests  with  the  contractor,  but  it  is  like  any 
other  right ;  it  must  have  the  approval  of  the  chief  engineer. 

Mr.  Mann.  Have  you  any  question  as  to  your  authority  to  make  a 
contract  of  that  kina? 

Mr.  Rogers.  No.  It  was  inserted  in  the  contract,  so  that  it  be- 
comes a  part  of  the  compensation  paid  to  the  contractor;  and  the 
courts  for  that  reason,  I  think,  would  hold  it  valid. 
'  Mr.  Mann.  The  Government  not  being  responsible  for  the  personal 
injury,  and  you  not  having  authority  to  enter  into  a  contract  for  the 
building  of  the  ca^al  at  a  price  above  $145,000,000,  by  making  a  con- 
tract of  that  sort  you  can  void  that.  Suppose  we  should  have  a 
new  Secretary  of  War — which  I  hope  will  be  a  long  time  off — and 
the  new  Secretary  should  conclude  that  he  would  void  all  the  limita- 
tion, as  it  is  done  in  river  and  harbor  improvements  where  they  make 
contracts  without  regard  to  the  limitation  of  the  river  and  harbor 
appropriations,  or  public  buildings,  do  you  think  that  the  Depart- 
ment would  have  that  authority? 

Mr.  Rogers.  I  do  not  mean  to  say  that  we  would  sit  down — I  am 
sure  that  that  is  furthest  from  the  design  of  the  Commission — and 
prepare  a  contract  which  on  its  face  would  depart  from  the  wishes 
of  Congress  expressed  in  appropriation  bills;  but  what  I  meant 
to  say  was  that  we  could  not  assume  that  the  cost  might  exceed 
$145,000,000. 

Mr.  Mann.  Suppose  that  you  are  authorized  to  enter  in  to  a  con- 
tract for  a  public  building,  and  the  Secretary  of  the  Treasury  adopts 
the  same  system  as  you  do,  and  says  you  can  not  do  it  on  account 
of  the  cost. 

Mr.  Rogers.  That  is  a  question,  of  course.  I  was  about  to  state 
that  at  the  outset.  That  is  one  of  the  risks  the  contractor  takes  as 
much  as  any  one  else. 

Mr.  Mann.  It  seems  to  me  that  it  is  a  risk  of  the  Government. 

Mr.  Rogers.  If  appropriations  were  not  made  before  the  comple- 
tion of  the  contract,  the  work  would  stop. 

Mr.  Mann.  I  mean,  would  the  Department  walk  around  the  act 
of  Congress  instead  of  going  through  it? 

Mr.  Rogers.  We  are  not  trying  to  do  that. 

Secretary  Tapt.  I  do  not  think  that  there  is  any  limitation  on  the 
part  of  the  President  to  make  a  contract.  According  to  the  Spooner 
Act  the  obligation  is  mandatory.  He  is  required  to  do  it.  There 
is  no  mention  of  the  kind  of  contract  he  shall  make.  I  am  not  dis- 
cussing the  wisdom  of  it.  If  you  read  the  whole  act  you  will  find 
that  the  mandatory  feature  on  the  President  is  one  of  the  chief 
characteristics.  The  provision  is  that  the  contract  shall  not  exceed 
$135,000,000. 
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Mr.  Mann.  One  hundred  and  thirty  million  dollars,  and  $10,000,000 
in  cash,  and  $5,000,000  in  the  future 

Secretary  Taft.  AVhatever  that  limitation  is,  the  provision  is  that 
he  may  be  paid  under  the  contract  from  time  to  time  as  appropria- 
tions are  made. 

Mr.  Mann.  I  think  that  the  estimate  on  the  pay  roll  will  exceed 
the  $145,000,000,  but  I  hope  not. 

Mr.  Stevens.  Suppose  it  does? 

Secretary  Taft.  Then  I  should  favor  it. 

Mr.  Mann.  It  is  a  plain  limitation. 

Secretary  Taft.  On  what? 

Mr.  Mann.  On  the  authority  of  the  President. 

Secretary  Tai-tt.  On  the  appropriations  of  Congress. 

Mr.  Mann.  You  can  not  limit  Congress. 

Secretary  Taft.  It  says,  "  as  appropriations  shall  from  time  to 
time  be  made  hereafter." 

Mr.  Mann.  That  is  the  usual  form  of  limitation  on  the  authority 
of  the  Executive  Departments  to  expend  money  and  make  a  limit  on 
entering   into   contracts   exceeding    the  amount   of  money   appro- 

Sriated.  An  unfavorable  Comptroller  might  give  you  an  ac^erse 
ecision  on  that. 

Mr.  Burke.  I  think  that  Mr.  Mann  is  discussing  the  necessity  of 
increasing  the  limitation ;  he  does  not  want  to  stop  the  building  of  the 
canal. 

Mr.  Mann.  Certainly  not. 

Mr.  Burke.  We  are  going  to  construct  it  no  matter  what  the  cost 

Mr.  Bartlett.  In  what  way  do  you  pay  personal-injury  claims 
now? 

Secretary  Taft.  We  do  not  pay  them  except  upon  the  railroad. 
That  being  a  private  corporation,  we  do  that  through  that  instru- 
mentality. 

Mr.  Bartlett.  What  authority  of  law  under  that  act,  or  under  any 
law,  have  you  to  pay  any  personal  injury,  there  being  no  law  for  per- 
sonal injury? 

Secretary  Taft.  It  is  only  on  the  theory  that  the  provision  refers 
to  the  cost  of  construction,  which  necessarily  includes  the  cost  of  the 
payment  of  damages  of  that  sort  made  oy  a  contractor.  Every 
contractor  who  goes  into  a  work  of  this  kind  must  calculate  upoa 
that.  Mr.  Root  and  I  discussed  it,  and  we  advocated  the  inclusion 
of  that  element  of  two-thirds  of  that  cost  for  the  purpose  of  avoiding 
the  necessity  of  increasing  the  pay  of  the  contractor. 

Mr.  Bartlett.  You  estimate  that  two-thirds  of  the  cost  would  not 
be  as  great  as  the  difference  in  the  percentage  would  be  if  the  con- 
tractor was  obliged  to  pay  under  the  liability  incurred  by  reason-  of 
damage  suits? 

Secretary  Taft.  Nothing  like  it. 

Mr.  Bartlett.  You  stated  the  other  day — and  I  think  that  Mr. 
Rogers  also  stated — ^that  the  percentage  would  be  increased  materially 
on  account  of  the  high  rates  of  indemnity  being  charged,  and  that 
the  Government  would  ultimately  have  to  pay  those  rates. 

Secretary  Taft.  There  is  a  distinction  with  reference  to  the  fidelity 
companies  which  it  is  well  to  settle  at  the  outset.  They  wanted  as 
high  as  5  per  cent  of  the  pay  roll  for  that  element  of  cost.    We  knew 
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from  our  experience  that  it  would  exceed  a  very  small  part  of  1  per 
cent. 

Mr.  Mann.  You  put  your  experience  against  the  indemnity  com- 
pany who  have  had  experience. 

Secretary  Taft.  Yes;  we  have  had  more  experience  in  this  work  on 
the  Isthmus  than  they. 

Mr.  Mann.  Do  you  think  that  they  would  make  bids  without  know- 
ing the  conditions  there,  or  without  having  any  knowledge  of  the 
history  of  the  French  or  the  Americans  ( 

Secretary  Taft.  I  think  they  do. 

Mr.  RrAN.  Why  is  insurance  there  any  greater  than  it  is  in  big 
works  in  this  country  ? 

Secretary  Taft.  1  he  conditions  are  little  understood  the  more  miles 
you  get  beyond  the  limits  of  the  United  States. 

Mr.  Ryan.  It  is  not  due  to  climatic  conditions  ? 

Secretary  Taft.  No.  It  is  based  on  the  theory  which  controls  in 
this  country. 

Mr.  LovERiNO.  Are  not  the  laws  more  stringent  here  than  there? 

Secretary  Taft.  If  you  mean  more  stringent  in  the  sense  of  greater 
probability  of  recovery  against  a  corporation,  I  would  say  yes. 

Mr.  Richardson.  Mr.  Rogers  stated  that  facilities  were  provided 
for  the  contractor's  use  of  the  Panama  Railroad. 

Secretary  Tapt.  Yes. 

Mr.  Richardson.  Who  controls  the  Panama  Railroad  Company? 
The  Commission,  does  it  not  ? 

Secretary  Taj-t.  Yes;  absolutely.  It  does  to-day.  It  always  has 
since  we  got  it. 

Mr.  Richardson.  The  Government  owns  all  the  stock  in  that  road  ? 

Secretary  Taft.  Yes;  and  every  director  on  that  board  votes  the 
way  we  wish  him  to  vote,  and  if  ne  does  not  he  goes  out.  We.  have 
power  of  attorney  to  cease  his  functions. 

Mr.  EscH.  That  is  Government  ownership  ''  and  "  control. 

Secretary  Taft.  If  we  do  not  control  that  railroad,  I  do  not  know 
what  we  do  control.     It  is  an  admirable  arrangement. 

Mr.  Mann.  Would  it  be  convenient  for  you  to  furnish  us  with  a 
statement  of  the  amount  of  excavation  per  month  on  the  Isthmus 
during  the  last  few  months  and  the  number  of  dredges  at  work? 

Mr.  Rogers.  Yes ;  that  can  be  furnished  in  detail. 

Secretary  Taft.  It  is  interesting  to  know  that  the  work  is  increas- 
ing in  a  most  gratifying  way.  In  January  the  excavation  amounted 
to  666,000  cubic  yards,  which  is  more  than  double  the  amount  taken 
out  since  the  beginning  of  the  work,  even  under  the  French. 

Mr.  Mann.  It  is  not  double  the  amount  the  French  took  out? 

Secretary  Taft.  That  is  what  Mr.  Stevens  says. 

Mr.  Mann.  I  think  that  Mr.  Stevens  is  mistaken. 

Mr.  Shonts.  The  French  companies  were  not  limited  to  excavation 
in  Culebra.    The  bulk  of  their  work  was  in  dredging.    The  quan-  / 
tity  of  our  excavation  at  Culebra  is  double  what  it  was  at  any  othery: 
time.  ^ 

Mr.  Ryan.  In  regard  to  the  liability  matter,  is  there  any  record  of 
accidents  kept  on  tne  Isthmus  other  than  those  of  employees  of  the 
railroad  ? 

Secretary  Taft.  We  have  records  of  the  injuries  as  to  each  one.   . 
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We  can  tell  only  by  the  damages  claimed  and  which  the  railroad 
allowed. 

If  I  may  be  permitted,  at  the  risk  or  chance  of  repetition,  I  would 
like  to  go  over  some  of  the  points  that  were  raised  here  by  questions 
that  Mr.  Rogers  has  answered  fully,  but  which,  perhaps,  reiteration 
may  make  a  little  plainer.  The  arbitrary  cancellation  of  the  con- 
tract, as  Mr.  Rogers  said,  is  one  feature  that  the  contractors  look 
upon  with  hesitation,  as  properly  they  might,  and  as  do  some  of 
them,  at  least,  with  whom  1  have  discussed  the  matter.  It  involves 
a  penalty  of  $250,000  on  the  part  of  the  Government.  We  have 
the  right  to  inflict  it  or  impose  it,  conditioned  also  on  the  fact  that 
the  amount  of  premium  or  percentage  which  the  contractor  shall  re- 
ceive shall  equal  $500,000;  which,  assuming  that  the  contractor 
would  spend  and  the  Government  would  reimburse  him  to  the 
extent  of  $10,000,000  a  year,  would  easily  be  earned  in  one  year; 
and  also  if  the  work  is  only  one-third  done,  or  not  one-third  done, 
he  is  to  receive  1  per  cent  more  than  the  bid.  That  is  the  con- 
tract made  by  Oliver  and  associates.  If  he  would  serve  for  a  year, 
and  then  if  the  thing  should  fail,  it  was  better  in  the  interest  of  the 
Government  to  terminate  the  contract.  Assuming  that  he  would 
do  seven  or  eight  millions  the  first  year,  he  would  receive  under  that 
percentage  over  $500,000.  He  would  be  paid  what  he  had  expended 
month  by  month  by  the  Government,  and  he  would  receive  in  addi- 
tion $250,000. 

Mr.  Wanger.  In  that  contingency  the  percentage  would  be  upon 
his  expenditures  or  upon  the  estimate  for  that  part  ? 

Secretary  Taft.  It  would  be  upon  the  proportionate  part  of  the 
work  done  as  estimated  by  the  chief  engineer;  but  that  would  prob- 
ably be  regulated  largely  by  his  expenditures,  if  it  took  place  in  the 
fii'st  year,  because  the  calculation  as  to  the  actual  proportion  of  that 
estimate  would  be  less  certain  and  accurate  than  if  more  work  had 
been  done. 

Mr.  Richardson.  Does  not  that  follow,  generally,  in  customary 
contracts  for  building  railroads  and  things  of  that  kind  ? 

Secretary  Taft.  It  does  in  that  resj^ect,  except  the  estimates  usually 
include  the  actual  outlay.  Yes,  I  suppose  it  does  assimilate  itself 
to  that.    They  usuallv  retain  10  per  cent  for  contingencies. 

Mr.  Richardson,  tn  other  words,  there  was  not  anything  very 
extraordinary  or  mysterious  about  the  contract  you  have  made  over 
there? 

Secretary  Taft.  No,  sir.  Speaking  generally  about  the  contract, 
to  come  again  to  details  that  have  been  mentioned,  Mr.  Mann  asked 
what  the  contractor  did  under  this  contract,  and  it  is  a  very  natural 
question  to  ask.  But  this  contract,  while  differing  from  contracts 
known  as  percentage  contracts  in  certain  respects,  especially  with  ref- 
erence to  estimates,  is  quite  like  them  in  what  the  contractor  does, 
except  that  the  contractor  usually  gets  his  percentage  upon  the  ma- 
terial put  in  as  well  as  upon  the  pay  roll.  Here  he  gets  practically 
only  a  percentage  upon  pay  roll.  But  these  percentage  contracts, 
which  ai'e  now  quite  general,  I  am  told,  involve  the  work  by  the  con- 
tractor really  as  the  agent  or  a  kind  of  partner  of  the  proprietor, 
who  pays  the  bills. 

Mr.  Stevens.  Mr.  Secretary,  right  there,  does  not  that  require  a 
double  inspection  force?    Mr.  Rogers  gave  a  number  of  instances 
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where  the  Government  would  have  the  riffht  to  cancel  the  contract 
when  the  work  was  not  done  in  a  workmanlike  manner,  and  so  forth. 
Must  you  not  have  about  the  same  inspection  force  under  those  cir- 
cumstances as  if  you  did  the  work  yourselves  ? 

Secretary  Tai-t.  You  would  have  about  the  same  inspection  force 
that  you  now  have.  In  other  words,  you  would  have  to  inspect  your 
own  work  just  as  you  would  inspect  the  work  of  the  contractor. 

Mr.  Stevens.  That  would  be  practically  the  same? 

Secretary  Taft.  Yes.  It  would  make  little  difference,  so  far  as 
the  cost  is  concerned.  The  great  object  of  the  private  contract,  and 
of  this  private  contract  as  well  as  any  other,  is  that  we  shall  secure, 
on  the  part  of  the  person  who  has  a  pecuniary  motive  in  it  and  a 
knowledge  of  how  to  reduce  expenses,  that  very  powerful  motive  of 
making  money  out  of  the  contract,  which  I  think  we  all  concede — at 
least  most  of  us  concede — is  a  more  powerful  motive  than  that  of 
earning  the  gratitude  of  the  Republic  and  doing  your  work  as  a  public 
servant  ought  to;  not  that  the  public  servant  does  not  do  his  work, 
but  that  he  does  not  have  that  same  pressure  on  him  as  arises  from  the 
prospect  of  earning  a  Very  considerable  sum  of  money  by  making  a 
good  profit  on  the  contract. 

Mr.  Stevens.  In  other  words,  you  can  drive  your  men  harder  and 
discharge  them  more  easily? 

Secretary  Taft.  Yes,  sir;  and  sentiment  plays  but  little  part  in  the 
retention  or  discharge  of  employees,  or  any  other  matters  that  affect 
the  cost  of  the  work. 

Mr.  J^scH.  Under  the  contract  plan  can  you  reduce  the  number  of 
engineers  of  the  Government? 

Secretary  Taft.  Oh,  jes. 

Mr.  EscH.  I  mean,  will  you  be  able  to  reduce  the  number  under  the 
contract  plan? 

Secretary  Taft.  It  depends  on  what  the  engineers  do.  If  the 
engineers  are  engaged  in  making  plans  and  specifications,  I  think 
not.  If  they  are  engaged  in  the  actual  superintendence  of  the  work 
itself,  I  think  you  might. 

Mr.  Burke.  Mr.  Secretary,  how  are  the  accounts  of  the  Commis- 
sion paid  at  present?     How  are  they  audited? 

Secretary  Taft.  They  are  twice  audited.  They  are  audited  by 
the  auditor  of  the  Commission,  who  has  a  subordinate  on  the  Isthmus, 
and  then  they  are  audited  by  the  War  Department  under  the  law. 

Mr.  Burke.  If  this  contract  were  made,  would  the  Commission 
audit  each  item  of  expense  that  the  contractor  would  incur,  and 
would  it  change  in  any  way  the  system  of  payment  and  auditing 
from  the  present  system  ? 

Secretary  Taft.  It  might  somewhat  reduce  the  necessity  for  the 
same  amount  of  auditing.  The  disbursement,  which  is  not  a  part  of 
the  auditing  department,  would  become  very  much  smaller  in  detail 
for  the  Government 

Mr.  Burke.  That  is  what  I  am  asking  about- 


Secretary  Taft.  Because  the  disbursing  officers  of  the  Government 
now  have  to  pay  the  individuals.  Then  all  that  would  have  to  be 
done  would  be  to  audit  the  accounts  of  the  contractor  and  pay  to  the 
contractor  a  lump  sum.  That  would  reduce  the  number  of  persons 
considerably  that  are  now  needed  in  the  disbursing  office,  and  I  hope 
we  might  reduce  the  auditing  system.    That  might  be  done  anyway — 
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that  is,  when  we  transfer  control  of  the  whole  matter  to  the  Isthmus, 
subject  to  a  very  general  supervision  from  here.  I  am  hopeful  that 
we  may  be  able  to  dispense  with  a  great  deal  of  auditing  at  this 
point  and  have  only  monthly  reports  s^nt  here. 

Mr.  Burke.  The  purchase  oi  material  and  machinery  is  entirely 
by  the  Government  ? 

Secretary  Taft.  Yes ;  except  the  small  tools. 

Mr.  Burke.  There  is  no  way  that  a  contractor  can  derive  any 
benefit  by  reason  of  the  purchase  of  the  machinery? 

Secretary  Taft.  No,  sir. 

Mr.  Burke.  That  is  done  by  the  Government  through  the  purchas- 
ing agent  of  the  Commission  f 

Secretary  Taft.  Yes.  Ordinarily  a  percentage  on  the  purchase  of 
material  or  machinery  is  calculated  to  the  contractor,  on  both  the 
machinery  and  the  materials. 

Mr.  Ryan.  WTiat  do  you  mean  by  small  tools? 

Secretary  Taft.  I  should  say  that  hand  tools  would  describe  them. 

Mr.  EscH.  Under  the  contract  plan  will  the  duties,  responsibilities, 
and  prestige  of  the  chief  engineer  be  increased  or  diminisned  ? 

Secretary  Taft.  Well,  in  executive  work,  in  initiation,  in  the 
pushing  or  the  work,  I  think  the  engineer's  work  would  be  reduced 
somewhat;  but  probably  in  the  care  and  supervision,  and  in  the  natu- 
rally friendly  antagonism,  as  I  hope,  that  will  develop  between  the 
engmeer  and  the  contractor,  I  think  the  engineer's  work  will  be  in- 
creased. 

Mr.  Adamson.  The  dignity  of  the  position  is  what  the  question 
is  aimed  at.     Will  that  be  impaired  at  all  ? 

Secretary  Taft.  Xot  in  the  slightest. 

Mr.  Mann.  Will  the  salary  be  enlarged  or  decreased  if  the  respon- 
sibilities are  decreased  ? 

Secretary  Taft.  I  do  not  think  the  responsibilities  will  be  de- 
creased. 

Mr.  Mann.  Taking  away  the  responsibility  for  the  work  will  not 
decrease  it? 

Secretary  Taft.  I  do  not  think  so. 

Mr.  EscH.  He  has  the  responsibility  of  the  work 

Mr.  Mann.  What  is  the  contractor  to  do  if  our  people  have  the 
same  responsibility  and  exercise  the  same  jurisdiction  as  tliey  do  now? 
What  does  the  contractor  have  to  do  then? 

Secretary  Taft.  The  contractor  has  the  motive — the  initiative.  He 
has  the  pushing  of  the  work.  The  engineer  has  to  watch  the  con- 
tractor and  see  that  he  is  complying  with  the  obligations  of  the  con- 
tract, and  he  has  the  very  ^reat  responsibility  of  deciding  questions 
that  will  be  constantly  arismg  between  the  contractor  and  the  Gov- 
ernment. He  has  to  keep  a  force  which  shall  watch  the  work  and 
all  as  closely  as  before.  I  can  not  see  that,  while  the  nature  of  his 
duties  are  somewhat  changed,  the  responsibility  is  any  the  less. 

Mr.  Mann.  Mr.  Secretary,  are  you  in  favor  of  this  proposition? 

Secretary  Taft.  You  jnean  this  contract? 

Mr.  Mann.  Of  this  system.     I  do  not  mean 

Secretary  Taft.  I  am,  as  the  contract  is  stated  and  as  the  purpose 
of  it  is  stated  in  the  bids,  if  we  can  get  and  if  we  now  have  con- 
tractors and  a  syndicate  of  contractors  whose  experience  covers  the 
whole  field  of  the  work,  so  that  they  are  able  to  bring  their  organiza- 
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tion  down  there,  their  chief  men,  their  engineers,  their  skilled  pushers 
of  labor,  I  think  they  can  do  the  work  more  efficiently  and  more  ex- 
peditiously than  we  can.  But  I  do  not  think,  if  we  do  not  get  that 
character  of  contractors,  that  we  ought  to  ffo  into  that  contract. 

Mr.  Mann.  They  will  not  be  hampered  by  the  President's  order 
as  to  appointments  under  the  civil  service? 

Secretary  Tatt.  No,  sir.  The  present  engineer  is  not.  That  has 
been  abrogated  so  far  as  all  men  engaged  on  the  work  are  concerned, 
and  it  is  contemplated  to  withdraw  it  as  to  all  clerical  work  on  the 
Isthmus  as  well. 

Mr.  Mann.  Then  they  will  not  be  hampered  by  the  Isthmian  Canal 
Commission  in  the  employments  as  they  are  liow — as  the  engineer 
is  now? 

Secretary  Taft.  I  can  not  say  that  he  is  hampered  in  any  way,  be- 
cause if  the  engineer  asks  an  employment  he  gets  it,  and  if  "he  directs 
any  particular  employment  he  gets  it. 

Mr.  Mann.  I  know  men  in  my  town  who  wanted  to  go  down  there 
who  got  so  disgusted  with  the  Isthmian  Canal  Commission  and  with 
the  information  they  got  out  of  them  that  they  threw  up  their  hands 
in  disgust. 

Secretary  Taft.  Mr.  Mann,  in  that  question  I  would  take  issue 
with  you  flatly,  because  I  see  the  telegrams  that  come  to  the  Com- 
mission and  the  telegrams  that  go  from  them,  and  the  engineer  has 
never  been  hampered  as  to  anyone  he  wants  to  go  down  there.  If 
the  engineer  requests  a  particular  person  to  be  sent  down  there,  he 
is  sent,  and  there  is  no  limitation  as  to  whom  he  shall  send. 

Mr.  Mann.  Unless  there  is  an  inside  push  that  prevents  it,  that 
gets  to  the  engineer.     He  does  not  know  everybody,  you  know. 

Secretary  Taft.  No,  sir ;  the  Commission  is  here  for  the  very  pur- 
pose of  sending  such  men  as  they  can  get. 

Mr.  Mann.  If  you  make  application  to  the  Commission,  you  might 
»s  well  throw  it  out  in  the 

Secretary  Taft.  No;  I  take  issue  with  you  on  that. 

Mr.  Mann.  I  know  what  I  am  talking  about. 

Secretary  Taft.  No;  I  do  not  think  you  do.  I  am  not  the  man 
who  sees  things  as  they  go  in  the  detail,  since  Mr.  Shonts  is;  but 
Mr.  Shonts  will  tell  you  that  he  himself  and  the  en^neer  in  the  em- 
ployment of  men  are  anxious,  and  that  the  Commission  is  only  too 
anxious,  to  get  men  fitted  to  send  down  there. 

Mr.  Shonts.  I^t  me  tell  you  just  how  that  is.  The  chief  engineer 
appoints,  himself,  through  experts,  and  every  man  that  wants  a  job 
is  requested  to  go  before  the  chief  of  engineer's  own  experts  for  ex- 
amination, and  his  own  experts  make  up  the  list  from  which  all  ap- 
plications on  the  Isthmus  are  filled,  and  there  has  never  been  a  devia- 
tion from  it. 

Mr.  Mann.  I  have  had  too  manj^  men  that  I  know  of  write  to 
make  application,  and  actually  making  application  to  the  Isthmian 
Canal  Commission's  experts,  who  received  no  consideration  and  no 
information  whatever. 

Secretary  Taft.  The  difficulty  about  your  information  is  that  you 
derive  it  from  your  applicants. 

Mr.  Mann.  No  ;  I  derived  it  from  the  Isthmian  Canal  Commis- 
sion. 

Secretary  Taft.  If  you  make  investigation,  I  am  sure  you  will 
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find  that  the  earnest  desire  of  the  en^neer  and  of  the  Commission 
is  to  get  men  that  are  fitted,  and  that  if  a  man  comes  and  shows  that 
he  is  fitted  he  is  given  the  place  with  great  pleasure. 

Mr.  Ryan.  Where  are  these  experts  that  you  speak  of 

Mr.  Mann.  Tell  us  how  an  expert  can  obtain  a  position  there. 

Mr.  RvAN.  I  know  there  is  some  fellow  over  in  New  York,  and 
that  if  you  can  get  next  to  him  ^'ou  can  get  a  position.     [Laughter.] 

Secretary  Tafi\  I  do  not  thmk  that  is  true.  I  want  to  protest 
against  that. 

Mr.  Maxn.  Mr.  Secretary,  it  is  hard  for  the  king  to  hear  the  truth, 
you  know. 

Secretary  Taft.  I  am  not  the  king.  Shonts  is  the  king.  But  I 
have  an  opportunity  for  knowing  about  the  effort  that  is  made,  and 
I  want  to  sav,  with  all  due  deference,  that  the  last  persons  who  are 
able  to  testify  from  reliable  information  as  to  the  means  taken  for 
selecting  good  men  on  the  Isthmus  are  the  Congressmen  who  are 
called  upon  by  their  constituents  to  secure  positions  for  their  con- 
stituents. 

Mr.  Mann.  We  have  long  ago  discovered  that  that  is  substantially 
the  opinion  of  the  head  of  every  Executive  Department;  but  it  is 
not  true,  nevertheless. 

Secretary  Taft.  I  think  it  is  true. 

Mr.  Mann.  All  administrative  officers  think  that  a  recommenda- 
tion from  a  Memlx^r  of  Congress  is  detrimental  rather  than  beneficial 
to  the  candidate. 

Secretary  Tapt.  No.  On  the  contrary  I  venture  to  say  that  no 
Member  oi  Congress  in  my  presence,  in  this  session  here,  will  say 
that  he  has  not  received,  when  he  comes  to  the  War  Department, 
proper  consideration  for  the  persons  whom  he  recommends. 

Mr.  Richardson.  I  take  great  pleasure,  Mr.  Secretary,  in  referring 
to  one  incident  in  that  line.  Even  in  the  important  matter  of  select- 
ing a  judicial  officer  I  called  upon  you,  ana  you  gave  me  the  most 
attentive  hearing  and  the  most  gracious  consideration  that  one  could 
ask  for. 

Secretary  Taft.  I  do  not  want  to  be  misunderstood,  gentlemen. 
Of  course  you  will  acquit  me  of  desiring  in  any  way  to  reflect  on 
Members  ot  Congress,  with  whom  I  have  always  kept  in  harmony. 
,  What  I  want  to  say  is  that  it  is  very  difficult  for  Members  of  Congress 
to  appreciate  the  operations  and  workings  of  a  great  enterprise  like 
this,  where  so  many  employees  have  to  be  taken  on,  and  where  neces- 
sarily every  application  that  comes  has  to  take  a  certain  course.  For 
instance,  if  Mr.  Mann  should  come  to  me  and  say,  "  This  man  is  a 
good  man,  and  I  have  had  personal  observation  of  his  qualifications 
as  an  en^neer  and  of  the  work  he  has  done,"  and  everything^  of  that 
sort,  I  will  transmit  that  information,  if  it  comes  in  a  form  m  which 
I  can  transmit  it,  to  the  chairman  of  the  Isthmian  Canal  Commis- 
sion  

Mr.  Mann.  It  has  never  come  to  you  in  that  form.  I  never  recom- 
mended anybody  to  any  job  under  you,  and  I  never  expect  to. 

Secretary  Tajt.  The  course  would  be  that  it  would  go  to  the  chair- 
man of  the  Isthmian  Canal  Commission,  and  he  would  send  it  to 
Mr.  Stevens  for  conference,  and  to  the  experts  whom  Mr.  Stevens 
recommends  for  the  selection.  There  are  constant  appeals  from  the 
Isthmus  for  one  class  of  men  and  another  class  of  men  that  he  desires. 
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and  those  are  referred  to  the  Isthmian  Canal  Commission,  and  they 
go  to  the  list  of  eligibles  that  they  have,  and  the  man  is  recommendea. 

Mr.  Burke.  I  would  like  to  ask  you  if  you  have  had  any  trouble 
in  getting  the  experts  that  you  want  from  time  to  time  in  this  work 
to  go  to  the  Isthmus  ? 

Secretary  Taft.  We  had. 

Mr.  Burke.  You  have  trouble  in  getting  them  ? 

Secretary  Taft.  Yes.  I  think  the  troiible  is  being  gradually  dis- 
sipated, however.  In  the  first  instance,  I  think  we  had  great  diffi- 
culty. But  I  should  like  to  say  again,  so  that  I  am  not  misunder- 
stood, that  I  know  how  it  is  myself  in  recommending  people.  I 
know  I  had  this  presented  to  me  when  I  was  governor  of  the  Phil- 
ippines. I  was  familiar  with  a  gi-eat  many  military  officers  in  the 
Philippines  and  with  their  qualifications  for  promotion,  and  I  wrote 
many  recommendations ;  but  I  found  when  I  got  to  the  War  Depart- 
ment that  a  good  many  of  those  letters  that  I  had  sent  in  recom- 
mending people  when  I  was  governor  in  the  Philippines  could  not 
be  considered  as  controlling  my  action  when  I  had  to  take  a  new 
responsibility  here  with  reference  to  their  selection,  and  I  wiped 
those  letters  of  recommendation  right  out,  not  because  I  had  not 
said  at  the  time  what  I  really  believed  as  to  the  propriety  of  selec- 
tions, but  because  when  it  came  to  the  actual  selection  I  was  obliged 
to  cover  the  whole  field  and  look  not  only  on  those  in  whose  favor 
I  had  made  recommendations,  but  I  had  to  take  into  consideration 
all  the  other  competitors  for  the  places.  And  so  I  think  it  is  with  the 
Congressman  when  he  makes  a  recommendation.  He  is  naturally 
interested  in  the  persons  who  come  to  him  and  who  are  his  con- 
stituents.    It  is  right  that  he  should  be. 

Mr.  Mann.  You  assume  that,  Mr.  Secretary. 

Secretary  Taft.  I  only  assume  that  he  is  governed  by  the  same  con- 
siderations that  govern  me. 

Mr.  Mann.  I  never  recommended  a  man  to  the  Isthmian  Canal 
Commission  in  which  I  had  the  slightest  interest  whatever.  \^Tien 
the  Commission  was  first  organized  I  advised  a  number  of  gentlemen 
in  Chicago  who  were  experts  in  their  line  to  apply  for  positions  at 
Panama,  because  I  thought  their  service  would  be  good  for  the  coun- 
try. But  I  do  not  think  any  of  them  ever  received  any  satisfaction 
in  any  shape  or  manner  from  the  Isthmian  Canal  Commission,  or 
from  anybody  else  connected  with  the  canal.  I  thought  it  was  gross 
neglect  on  the  part  of  somebody,  owing,  perhaps,  to  lack  of  proper 
administration. 

Secretary  Taft.  If  I  had  a  specific  statement  of  that  I  would  try 
to  nm  it  aown.  But  such  a  general  statement  as  that  is  very  diffi- 
cult to  meet  unless  it  is  specified.  If  you  will  give  me  the  names  I 
will  try  to  find  out  the  reasons  why  they  were  not  accepted. 

Mr.  Wanger.  I  want  to  say  that  in  the  few  instances  in  which  I 
gave  the  same  advice  to  my  constituents  in  every  case  I  was  told  that 
they  had  received  communications  from  the  Commission.  My  con- 
stituents' experiences  seem  to  have  been  contrary  to  that  of  Mr. 
Mann's. 

Secretary  Taft.  My  only  recollection,  Mr.  Mann,  of  a  recommen- 
dation from  you  was  that  of  a  man  for  official  photographer. 

Mr.  Mann.  I  remember  of  none  except  a  man  who  went  down  with 
us  on  the  trip  as  photographer. 
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Mr.  Richardson.  I  would  like  to  find  out- 


Mr.  Ryan.  I  have  never  had  any  trouble  with  men  in  my  district 
not  receiving  consideration. 

Mr.  Adamson.  It  is,  of  course,  owing  to  their  superior  qualifica- 
tions that  the  experts  in  my  country  have  received  justice  there. 
[Laughter.] 

Mr.  Mann.  I  will  liet  there  is  not  a  man  in  your  district  that  has 
been  appointed  to  any  expert  position  at  Panama. 

Mr.  Adamson.  One  of  the  best  engineers  there  is  a  gentleman  from 
my  district. 

Mr.  Richardson.  I  have  always  teceived  the  utmost  consideration 
at  the  hands  of  the  Secretary  and  the  Canal  Commission. 

Secretary  Taft.  I  must  protest  against  the  proposition  of  my 
brother  Mann  that  l^ecause  a  CongrevSsman  recommends  a  man  that 
is  a  reason  for  turning  him  down. 

Mr.  Mann.  I  long  ago  discovered  that  if  I  wanted  to  get  a  man 
into  a  position  I  must  refrain  from  recommending  him.  I  think 
that  is  the  frequent  experience. 

Mr.  Richardson.  I  would  be  very  glad  if  you  would  explain  to  me 
or  the  committee  in  what  manner  the  Commission,  which  has  control 
of  the  Panama  Railroad,  is  influenced  or  c?ontrolled  by  the  principles 
of  the  charter  granted  by  the  State  of  New  York  incorporating  the 
Panama  Railroad  many  years  ago. 

Secretary  Taft.  With  reference  to  the  Panama  Railroad,  it  is  a  pri- 
vate corporation  in  one  sense,  created  by  charter  by  the  State  of  New 
York  for  the  conduct  of  the  businevSs  of  a  common  carrier  on  the 
Isthmus.  It  is  authorized  under  its  charter  also  to  carry  on  a  steam- 
ship business  in  connection  with  that  line  if  it  deems  it  wise,  and 
it  was  deemed  wise  by  that  corporation  to  do  that  before  the  Gov- 
ernment became  interested  in  it.  With  the  purchase  of  the  property 
of  the  New  French  Panama  Canal  Company  there  w-as  included  up- 
ward of  about  08,000  shares  out  of  70,000  shares  of  the  Panama  Rail- 
road Company,  and  those  shares  were  subsequently  acquired  by  the 
Government,  and  so  they  are  all  owned  bv  the  Government. 

Mr.  Bartlett.  Acquired  by  condemnation  ? 

Secretary  Taft.  No:  by  purchase.  In  order  that  it  should  be 
carried  on  as  an  entity  at  all,  we  had  to  have  the  form  of  a  board  of 
directors,  and  that  we  have :  and  we  provided  that  form  by  selling  a 
share  to  each  of  the  twelve — I  think  it  is  twelve  directors — and  that 
share  of  stock  is  evidenced  by  a  certificate  which  is  indorsed  in  blank 
by  the  dii'cctor  who  receives  it  with  a  power  of  attorney  to  the  Sec- 
retary of  War  to  take  over  that  share  again  to  the  Government  on  the 
deposit  of  the  money  which  before  that  had  been  paid  by  the  director 
for  the  share,  and  the  certificate  is  retained  as  security  for  the  per- 
formance of  that  contract  by  the  Secretary  of  War. 

Mr.  Richardson.  Is  that  the  reason  why  the  provisions  of  the  char- 
ter granted  by  the  State  of  New  York  in  the  days  of  Colombia  are 
still  in  operation  down  there? 

Secretary  Taft.  That  is  the  reason.  It  is  merely  a  formal  com- 
pliance. 

Mr.  Richardson.  The  Government  owns  all  the  shares  of  that  road-'' 

Secretary  Taft.  Yes;  but  it  does  not  own  all  the  road,  strictlv 
speaking,  because  there  is  a  mortgage  for  several  million  dollars,  t 
think,  securing  bonds  issued  and  in  the  hands  of  private  persons. 
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Mr.  Bartlett.  "WTio  pays  the  interest  ? 

Secretary  Taft.  The  Government  pays  the  interest  on  those  bonds. 

Mr.  Mann.  The  railroad  pays  the  interest? 

Secretary  Tact,  Yes;  the  railroad  pays  the  interest. 

Mr.  Burke.  What  rate  of  interest  does  it  pay? 

Secretary  Taft.  I  think  it  is  4^  per  cent. 

Mr.  Burke.  Does  the  railroad  company  own  the  steamships? 

Secretary  Taft.  Not  all  of  them.  It  owns  all  but  two,  and  those 
two  were  purchased  since  the  Government  came  into  control.  They 
were  purchased  by  the  Commission  and  leased  to  the  railroad  coni- 
pany. 

Mr.  Richardson.  Then  really  the  charter  granted  in  the  State  of 
Xcw  York  many  years  ago  is  just  nominally  in  force? 

Secretary  Taft.  Yes,  sir;  for  the  purpose  of  preserving  the  arti- 
ficial entity.  As  long  as  the  State  or  New  York  does  not  question  it 
by  quo  waiTanto  I  do  not  know  that  there  is  any  objection  to  retain- 
ing it  in  that  way. 

Mr.  Manx.  Mr.  Secretary,  when  you  say  "  nominally  in  force  "  it 
is  more  than  a  mere  name?     It  is  really  enforced? 

Secretary  Taft.  Yes;  it  operates  actually.  But  we  comply,  as 
most  of  the  corporations  comply,  by  having  the  number  of  directors 
required  to  live  in  New  York  in  the  directorate,  and  so  on.  The 
great  convenience  of  an  artificial  entity  like  that,  which  has  the 
obligations  and  powers  of  a  private  corporation,  in  carrying  out  the 
work  of  a  railroad  I  can  hardly  exaggerate. 

Mr.  Richardson.  Is  not  that  railroad  engaged  in  the  transporta- 
tion across  the  Isthmus  there  of  freight  and  things  of  that  kind,  and 
charging  its  regular  rates  ? 

Secretary  Taft.  Yes;  just  the  same. 

Mr.  Richardson.  How  is  that  accounted  for?  To  whom  do  you 
account  for  the  proceeds  ? 

Secretary  Taft.  We  account  for  the  net  profits  to  the  stockholders, 
the  largest  of  whom  is  the  Government  of  the  United  States. 

Mr.  Richardson.  Has  that  had  a  tendency  to  raise  or  depress  the 
price  of  transportation  ? 

Secretary  Taft.  It  has  not  had  any  effect,  I  think,  at  all,  because 
the  rates  are  as  we  direct. 

Mr.  Mann.  Do  you  make  any  reports?  Does  the  Panama  Rail- 
road Company  make  any  reports  to  any  public  officer? 

Secretary  Taft.  Yes,  sir.  It  makes  a  report  to  Congress.  The 
general  auditor  of  the  Commission  is  the  general  auditor  of  the  rail- 
road company. 

Mr.  EscH.  Is  the  fact  that  the  railroad  company  is  suable  an 
advantage  or  a  disadvantage  to  the  General  Government? 

Secretary  Taft.  The  fact  that  the  railroad  company  is  suable  is 
of  great  advantage  in  the  operation  of  the  road,  so  far  as  the  general 
public  is  concerned. 

Mr.  EsCh.  In  an  action  for  damages  I  can  see  how  that  is. 

Secretary  Taft.  Yes ;  in  claims  for  violations  of  contract  and  that 
sort  of  thing.  If  the  Government  should  run  the  road  it  could  be 
sued  on  a  contract,  but  it  could  not  be  sued  for  a  tort. 

Mr.  Mann.  It  could  not  be  sued  for  damagas  to  freight,  could  it? 
If  there  was  an  actual  contract,  I  think  it  might. 
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Secretary  Taft.  I  think  there  might  be  construed  to  be  a  contract 
bringing  it  under  the  jurisdiction  of  the  Court  of  Claims. 

Mr.  Sartlett.  The  State  of  Georgia  built  a  railroad  from  At- 
lanta to  Chattanooga,  and  frequent  suits  for  torts  were  brought  and 
upheld  by  our  State  courts. 

Secretary  Taft.  I  do  not  know  on  what  ground,  but  possibly 
under  the  terms  of  the  charter  you  miglit  have  done  so. 

Mr.  Burke.  If  Senate  bill  0523  were  enacted  into  law,  do  you 
think  it  possible  to  operate  that  railroad  without  legislation? 

Secretary  Taft.  I  have  read  that  act  and  it  is  a  very  short  one, 
providing  that  the  Government  should  assume  control  of  the  Pan- 
ama Railroad  Company.  I  do  not  think  it  could  operate,  because — 
of  course  I  speak  with  due  deference,  and  I  have  not  examined  all 
the  statutes  of  the  Government  and  can  not  say  with  certainty — 
but  my  general  knowledge  of  the  statutes  of  the  Government  and  as 
to  the  accounting  for  all  moneys  which  belong  to  the  Government 
of  the  United  States  is  that  it  would  require  that  all  money  re- 
ceived for  freights,  for  tickets,  and  everything  of  that  sort,  should 
first  be  deposited  in  the  Treasury  of  the  United  States,  and  then 
be  appropriated  out,  so  that  it  would  be  impossible  to  nm  a  rail- 
road under  those  circumstances. 

Mr.  BvRKE.  The  employees  now  employed  by  the  railroad  com- 
pany would  all  have  to  be  employed  by  the  Government? 

Secretary  Taft.  Yes,  sir. 

Mr.  Wanger.  Then  vou  do  not  recommend  the  passage  of  the 
bill? 

Secretary  Taft.  No,  sir;  I  do  not. 

Mr.  Mann.  In  the  bill  w^hich  the  House  did  pass  once,  and  which 
died  in  conference,  and  part  of  which  I  introduced  again  a  year  ago 
last  fall.  House  bill  707 — in  that  bill  we  made  an  express  appropria- 
tion of  the  receipts  of  the  Panama  Railroad  Company  for  the  ex- 
penses of  operation. 

Secretary  Taft.  It  would  require  a  very  careful  examination  of  the 
statutes,  Mr.  Mann.  I  do  not  mean  to  say  that  it  would  be  impossible 
to  draw  a  bill  which  would  enable  the  Government  practically  to 
run  the  railroad,  but  it  would  require  a  very  careful  examination  of 
the  statutes  to  eliminate  a  number  of  them  with  respect  to  Govern- 
ment accounting,  in  order  to  run  a  railroad  as  railroads  ordinarily 
are  run,  if  run  by  the  Government. 

Mr.  Mann.  In  my  bill  it  was  provided  that  the  President  should 
run  the  Panama  Railroad  in  such  a  manner  as  he  might  deem  de- 
sirable, and  then  it  was  provided  that  so  far  as  necessary,  in 
defraying  the  expenses  of  such  operation,  including  maintenance,  and 
so  forth,  ''  the  receipts  without  being  covered  into  the  Ti-easury  are 
hereby  appropriated  for  that  pui'pose.'''  Of  course  that  would  cover 
the  question  of  accounting.  The  only  thing  in  that  that  I  believe 
necessaiy  to  do  would  be  to  make  a  monthly  statement  of  receipts. 

Secretary  Taft.  You  would  have  to  deposit  it  in  the  Treasury 
and  get  it  out  again. 

Mr.  Mann.  It  says,  "  without  being  covered  into  the  Treasury.'' 

Mr.  Burke.  Has  the  railroad  company  been  operated  at  any  profit 
since  it  has  been  under  its  present  management  c 
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Secretary  Taft.  I  believe  it  has,  although  the  rates  have  been  re- 
duced so  that  the  profits  as  compared  with  those  under  the  previous 
management  have  been  very  much  curtailed. 

Mr.  Burke.  What  would  happen  if  there  was  a  deficit  as  you  are 
operating  now  ?    Would  the  company  be  authorized  to  issue  bonds  ? 

Secretary  Taft.  They  have  issued  bonds. 

Mr.  Bartlett.  Since  the  Government  owned  it  ? 

Secretary  Taft.  Since  .the  Government  owmed  it. 

Mr.  Mann.  You  do  not  expect  to  have  a  deficit? 

Secretary  Taft.  No,  sir ;  we  do  not  They  issued  bonds,  and  they 
were  repurchased.  I  did  not  think  it  was  wise  to  pursue  the  fiction 
of  a  private  and  independent  entity  to  the  point  of  incurring  obliga- 
tions of  that  sort. 

Mr.  Richardson.  Was  not  that  before  the  Government  came  into 
possession  of  that  stock  ? 

Secretary  Taft.  No;  oh,  yes;  it  was  before — ^let  me  see 

Mr.  Shonts.  We  were  just  about  getting  it. 

Mr.  Mann.  Before  you  bought  the  last  stock? 

Mr.  Richardson.  You  first  bought  68,000,  and  then  you  got  the 
balance  up  to  70,000.     It  was  before  you  got  the  68,000?*^ 

Secretary  Taft.  We  bought  the  last  oi  the  stock  in  June,  1905. 
My  impression  is  that  these  bonds  were  issued  in  November,  1905. 

Mr.  Burke.  In  view  of  the  fact  that  the  Commission  pays  the 
railroad  company  for  everything  that  the  railroad  company  aoes,  and 
that  the  Commissioners  are  directors  in  the  railway  company,  it  is 
not  likely  that  there  will  be  a  deficit? 

Secretary  Taft.  No,  sir. 

Mr.  EscH.  Will  the  grant  of  the  pipe  lines  reduce  the  profits  on 
the  road  ? 

Secretary  Tai-t.  No,  sir;  for  this  reason:  That  the  grants  of  the 
pipe  lines  are  in  effect  for  the  transfer  of  crude  oil,  and  it  would  not 
pay  to  take  crude  oil  across  the  Isthmus  one  way  or  other  except 
through  the  pipe  lines.  The  only  oil  that  is  transferred  on  the  rail- 
road is  refined  oil,  and  the  price  at  which  they  would  have  to  sell 
to  the  Government  the  oil  under  the  revocable  license  that  is  granted 
to  them  is  so  much  less  than  what  they  could  afford  to  sell  refined  oil 
that  it  is  a  limitation  practically  on  the  character  of  the  oil — that  is, 
to  crude  oil — and  no  crude  oil  passes  across  the  Isthmus  in  barrels. 

Mr.  Ryan.  The  company's  steamship  line  is  also  run  by  the  Gov- 
ernment, is  it  not? 

Secretary  Taft.  Yes,  sir. 

Mr.  Richardson.  I  understood  your  objection  to  having  the  Gov- 
ernment take  charge  of  the  railroad  was  really  based  upon  the  idea 
that  the  Government  ought  not  to  enter  into  Government  ownership 
of  anything. 

Secretary  Taft.  Oh,  no,  sir.  It  is  a  matter  of  convenience;  that 
is  all. 

Mr.  Ryan.  Now,  pursuing  mv  question 

Secretary  Taft.  If  I  may  ad^  a  word  before  answering;  your  ques- 
tion, I  would  say  that  one  of  the  advantages  in  maintainmg  the  rail- 
road is  in  the  opportunity  it  gives  for  observing  whether  the  railroad 
is  being  run  economically  or  not.    Treating  it  as  a  private  corporation 
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and  treating  it  as  a  separate  entity  affords  the  opportunity  for  judg- 
ing at  once  whether  or  not  the  railroad  is  run  as  it  ought  to  be. 

Mr.  Ryan.  It  is  said,  Mr.  Secretary,  that  the  steamship  companies 
that  are  competitors  of  the  Panama  Steamship  Line  had  solicitors  and 
agents  who  nave  been  required  to  discontinue  their  business  by  the 
Government  agent.  I  have  heard  it  stated  by  a  man  who  claimed  it 
was  true,  that  the  Government  threatened  that  if  they  did  not  discon- 
tinue their  agents  and  solicitors  the  Government  would  drive  them 
out  of  business. 

Secretary  Taft.  I  do  not  know  that  such  orders  have  been  given 
from  headquarters. 

Mr.  Shonts.  I  can  explain  that.  The  Government  ever  since  it 
has  been  operating  this  road  as  a  common  carrier  in  competition  with 
other  carriers  has  had  to  follow  such  le^al  methods  as  it  could  to 
preserve  its  traffic  to  itself.  Now,  there  is  not  a  sufficient  quantity 
of  north-bound  business  to  equalize  the  south-bound  busine^ss  or,  in 
fact,  to  give  us  more  than  ballast  for  our  boats.  However,  I  am  told 
by  the  officers  in  charge  of  the  steamship  lines  in  New  York  that  for 
a  great  many  years  they  have  had  certain  traffic  from  certain  points 
on  the  west  coast  of  Central  and  South  America,  and  that  as  a  result 
of  our  discontinuing,  after  Government  ownership,  the  commission 
to  the  shippers,  the  other  lines,  the  Hamburg- American  particularly 
more  than  the  others,  sent  their  representatives  down  there  and  ap- 
pointed these  large  shippers  their  agents,  paying  them  a  large  com- 
mission, with  the  result  that  the  rates  agreed  upon  were  reduced  to 
the  extent  of  these  unusual  commissions  over  and  above  a  fair 
amount  that  should  be  paid  for  doing  the  work  of  the  steamship 
lines. 

The  reports  that  came  to  me  showed  that  these  same  people  who 
had  been  shipping  with  us  for  a  great  many  years,  and,  other  things 
being  equal,  claimed  they  would  continue  to  ship  our  way,  inasmuch 
as  our  service  has  improved  rather  than  gone  backward,  had  dis- 
continued our  service.  We  knew  there  was  no  question  of  service. 
But  they  gave  their  business  that  we  have  had  this  length  of  time  to 
the  Hamburg- American  Line  or  the  Atlas  Line  for  New  York.  The 
Hamburg- American  Line  would  take  seven  or  eight  or  nine  dollars 
to  bring  it  to  New  York  as  against  our  $5.  We  were  coming  up  here 
with  nothing.  Occasionalljr  we  would  have  25  tons  out  of  a  ship- 
ment of  seven  or  eight  or  nine  hundred  tons  from  the  people  whose 
business  we  had  had  all  those  years.  The  explanation  was  that  if  we 
would  meet  the  commissions  or  cut  our  rates  to  meet  the  other  people 
we  could  have  their  business;  that  they  preferred  our  service  and 
our  trade,  but  that  they  could  not  avail  of  it  at  a  loss.  Two  of  our 
boats  have  water  ballast.  The  other  three  have  no  water  ballast, 
and  we  have  been  compelled  to  pick  up  scrap  and  use  all  sorts  of  de- 
vices to  safely  navigate  to  New  York. 

When  that  situation  was  presented  to  me  I  did  authorize  a  state- 
ment to  be  made  to  the  Hamburg- American  people,  operating  the 
Atlas  Line,  that  if  they  would  not  cease  their  practice  of  cutting  ratOvS, 
which  we  could  not  legally  meet,  being  a  governmental  property, 
we  would  reduce  the  rates  to  $2  a  ton  from  Colon  north.  They  came 
down  to  Washington  to  see  me,  and  asked  if  we  could  wait  until  they 
took  up  this  matter  with  their  people  in  Germany.    I  said,  "  Yes." 
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When  they  had  taken  it  up  and  had  come  back,  they  said,  "  ^Vhat 
will  you  do? ''  I  said,  "  I  do  not  care  what  you  do,  so  that  you  do  not 
cut  tne  rates.  Let  the  service  take  business  on  an  even  keel."  They 
finally  consented  to  do  that,  and  that  is  the  last  I  have  heard  of  the 
practice.    I  handled  it  just  as  I  would  any  business  matter. 

Mr.  Mann.  Ai-e  you  getting  the  business  now? 

Mr.  Shonts.  We  are  not  getting  complaints.  I  presume  we  are 
getting  the  business.    [Laughter.] 

Mr.  Burke.  Do  you  buy  the  machinery  purchased  in  the  United 
States  delivered  on  the  Isthmus,  or  do  you  transport  everything? 

Mr.  Shonts.  We  buy  everything  delivered  on  the  Isthmus.  The 
purpose  of  that,  if  you  want  to  know,  was  to  open  the  sale  of  supplies 
to  each  section  of  the  country  on  the  same  basis. 

Mr.  Stevens.  Have  you  brought  on  your  steamei*s  much  of  the  old 
scrap  that  was  down  there  ? 

Mr.  Shonts.  Very  little  of  it. 

Mr.  Mann.  I  understand  you  had  some  of  that  for  sale.  What  was 
done  with  it? 

Mr.  Shonts.  The  successful  bidder  made  an  arrangement  with 
some  tramp  steamers  coming  north,  and  he  got  the  most  of  it.  Ten 
or  eleven  thousand  tons  were  disposed  of  in  that  way. 

Mr.  Mann.  Is  any  of  it  left  down  there  now  ? 

Mr.  Shonts.  Yes ;  vast  quantities  of  it. 

Mr.  Stevens.  Is  it  of  use  to  the  Commission  ? 

Mr.  Shonts.  No,  sir ;  it  is  of  no  use  to  the  Commission. 

Mr.  Ryan.  The  result  of  that  arrangement  was  to  reduce  the  rate 
to  shippers? 

Mr.  Shonts.  No.  As  I  understand  it,  these  big  shippers  were 
agents,  and  they  were  given  a  large  commission 

Mr.  Burke.  Which  was  virtually  a  rebate? 

Mr.  Shonts.  Yes ;  practically  a  rebate.  All  we  could  do  was  either 
to  go  out  of  business  and  let  the  foreign  lines  take  possession  of  it — I 
do  not  speak  of  them  invidiously — or  meet  the  situation  by  a  flat 
rate. 

Mr.  Ryan.  Has  the  rate  been  changed  ? 

Mr.  Shonts.  The  rate  has  not  practically  been  distrubed.  They 
have  promised  to  cancel  all  their  rebates  and  let  the  business  float  on 
a  regular  basis. 

Mr.  Mann.  You  say  you  could  not  legallv  meet  it?  Don't  you 
mean  you  could  legally  meet  it,  but  not  morally  ? 

Mr.  Shonts.  I  understand  that  the  paying  of  extra  commissions  is 
a  violation  of  law.  I  understand  that  they  are  a  violation  of  law  in 
this  country,  and  I  do  not  think  the  Government  ought  to  be  put  in 
the  position  of  paying  rebates,  whether  it  was  in  our  territory  or  not. 

Mr.  Mann.  The  law  does  not  apply  to  your  case  at  all. 

Mr.  Ryan.  In  the  event  of  the  continuing  of  these  agencies  and 
the  continuing  of  the  granting  of  these  rebates,  what  could  your 
steamship  line  have  done  in  order  to  get  a  share  of  the  business? 

Mr.  Shonts.  We  would  have  made  a  flat  rate  open  to  everybody. 

Mr.  Stevens.  What  sort  of  arrangements  or  service  do  you  get 
from  the  Pacific  Mail  on  the  Pacific  side  ? 

Mr.  Shonts.  Well,  we  have  not  had  any  complaints  from  their 
side  of  the  house  for  a  year,  barring  one.     1  see  one  complaint  from 
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Mr.  Schwerin,  that  they  were  not  able  to  work  three  nights,  I  be- 
lieve, on  account  of  our  electric  crane  not  being  open.  That  was  be- 
cause— I  made  an  investigation  and  Mr.  Stevens  reported — our 
electric  power,  the  capacity  of  which  has  been  taxed  to  its  utmost, 
was  undergoing  repair.  The  foundations  of  one  of  the  engines  had 
settled,  and  in  rebuilding  it  we  had  to  shut  off  part  of  the  power  for 
those  three  nights.  But  we  are  doubling  the  capacity  of  the  plant 
and  duplicating  parts,  so  that  that  complaint  would  not  probably 
happen  again.  There  is  no  complaint  from  them.  On  our  part 
there  has  not  l)een  aiforded  to  iis  the  re^ilar  sailings  that  we  should 
have  had.  Kecentlv,  before  my  last  trip  to  the  Isthmus,  there  was 
an  accumulation  oi  over  7,000  tons.  Of  course  that  took  up  our 
facilities  on  the  Pacific  side.  It  occupied  a  lot  of  our  tracks.  It 
occupied  a  lot  of  our  cars.  A  statement  that  Mr.  Stevens  prepared 
and  sent  me,  running  from  July  1  until,  I  think,  November  1, 
showed  that  in  no  case  during  that  period  had  we  failed  to  transport 
from  the  Atlantic  side  and  tender  to  the  Pacific  Mail  on  the  Pacific 
side  every  ton  of  freight  on  or  before  the  date  due  for  its  sailing,  and 
in  every  instance  there  have  been  delays  from  seven  to  as  high  as 
sixty-odd  days  to  the  freight  on  the  Pacific  side,  caused  by  their  not 
having  the  ships  coming  there  regularly  and  taking  the  freight  away 
as  scheduled. 

Mr.  Mann.  You  have  no  exclusive  contract  now  with  the  Pacific 
mail? 

Mr.  Shonts.  No,  sir ;  we  have  no  exclusive  contract  with  any, 

Mr.  Stevens.  Did  they  discontinue  their  service  after  the  abroga- 
tion of  that  contract  ? 

Mr.  Shonts.  No  ;  their  service  has  not  been  sufficient.  They  have 
not  had  sufficient  tonnage  to  promptly  take  oif  the  business  regu- 
larly. 

Mr.  Mann.  Do  they  have  as  many  vessels  as  they  did  before? 

Mr.  Shonts.  Yes;  but  there  have  been  times  when  they  had  to 
send  in  outside  ships  besides  those  regularly  assigned.  But  I  tele- 
graphed Mr.  Schwerin  about  this  accumulation,  and  they  immedi- 
ately sent  in  a  ship. 

Mr.  Mann.  Before  that  contract  was  canceled  we  w^ere  told  re- 
peatedly here  that  if  you  did  not  have  an  exclusive  contract  with  the 
Pacific  steamship  line  you  could  do  no  business  with  them,  and  they 
could  do  no  busmess  w^ith  us.  I  wondered  whether  that  was  merely 
a  bluff  on  their  part. 

Mr.  Shonts.  Our  relations  have  been  satisfactory  with  them,  as  a 
general  rule,  except  that  they  have  not  had  sufficient  tonnage  to  take 
care  of  the  traffic  we  offered  them. 

Mr.  Stevens.  Do  you  get  much  traffic  for  the  canal  from  the 
Pacific  side? 

Mr.  Shonts.  We  received  a  lot  of  lumber  from  Oregon  at  one  time 
and  some  forage,  but  it  was  confined  largely  to  that. 

Mr.  Stevens.  So  that  your  supplies  do  not  amount  to  much  on  that 
side? 

Mr.  Shonts.  Not  since  that  first  big  supply  of  lumber.  That 
amounted  to  a  great  deal  in  point  of  volume. 

Mr.  EscH.  Do  the  Government  boats  make  the  port  of  New  Or- 
leans now  ? 

Mr.  Shonts.  No,  sir. 
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Mr.  Mann.  Mr.  Secretary,  in  connection  with  this  question  of  the 
Panama  Railroad,  would  you  care  to  submit  a  statement  in  writing 
covering  your  objections  to  that  bill  ? 

Secretary  Taft.  Yes,  sir.  I  would  be  glad  to.  I  want  to  say,  Mr. 
Mann,  that  confession  is  good  for  the  soul ;  that  is,  that  is  what  we 
are  advised,  and  I  believe  that  you  are  right  with  reference  to  the 
limitation  on  the  expenditure  of  money  here,  and  that  this  does 
constitute  a  limitation.  In  construing  the  act  heretofore  I  have  al- 
ways said,  "  Subject  to  a  possible  limitation  of  this  sort,"  leaving 
open  the  question  or  fact  that  it  existed.  The  language  of  the  third 
section  is  mandatory,  that  the  President  shall  construct  a  canal ;  and 
it  was  relying  on  that  that  I  had  chiefly  in  mind  the  obligations  to 
go  on;  but  I  believe  that  your  suggestion  with  respect  to  section  5, 
that  the  collocation  of  the  two  sentences,  the  one  representing  the 
authority  to  make  the  contract  and  the  other  the  character  of  the 
appropriation,  the  extent  of  the  appropriation,  does  constitute  the 
limitation. 

Mr.  Mann.  Of  course  I  did  not  raise  the  question,  Mr.  Secretary, 
except  for  the  purpose  of  instituting  a  reform;  not  for  obstructing 
the  work.     Nobody  wants  to  stop  the  work. 

Mr.  LovERiNG.  The  contract  was  made  with  good  faith  that  you 
would  keep  within  the  limitation? 

Secretary  Taft.  The  estimate  that  we  have  already  had  would 
bring  it  within  the  limitation. 

Mr.  Adamson.  You  have  safety  valves  in  the  contract  when  the 
money  gives  out  ? 

Mr.  LovERiNG.  Then  you  do  not  see  the  necessity  of  raising  this 
hypothetical  question  ? 

Secretary  Taft.  No.  Suppose  the  estimate  of  this  engineering 
committee  that  we  have  would  make  the  pay  rolls  so  large  that, 
counted  in  with  the  necessary  cost  of  material,  it  would  exceed  the 
allowed  expenditure.  Then  should  we  go  on,  or  should  we  resort  to 
Congrass,  wuth  the  statement  that  the  limitation  here  apparently 
fixed  by  section  5  should  be  raised  or  in  any  way  amended  or  ab- 
rogated  ? 

5lr.  Stevens.  Is  not  that  important,  Mr.  Secretary,  in  view  of  the 
fact  that  the  Secretary  of  War  has  a  great  number  of  similar  con- 
tracts, and  the  Secretary  of  Commerce  and  Labor  also,  and  the  Sec- 
retary of  the  Treasury  ? 

Secretary  Taft.  I  do  not  think  that  the  form  of  those  coatracts 
is  exactly  as  this  is.  I  think  there  is  an  express  provision  ordinarily 
to  the  effect  that  the  Department  may  go  ahead  and  contract  for  a 
certain  amount,  but  that  the  appropriations  for  the  following  year 
will  be  a  certain  amount. 

Mr.  Stevens.  There  is  a  limitation  usually. 

Mr.  Mann.  Here  is  the  fact:  You  are  speaking  of  the  river  and 
harbor  bill,  are  you  not? 

Secretary  Taft.  Yes. 

Mr.  Mann.  We  provide  that  the  river  and  harbor  contracts  shall 
not  exceed  so  much,  and  then  at  the  end  of  the  bill  we  provide  an 
additional  section  of  the  bill,  the  law  providing  that  although  the 
work  may  not  be  completed  within  the  limit  of  cost,  still  the  Secre- 
tary of  War  is  authorized  to  go  ahead  and  spend  the  money  that  is 
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provided.  But  that  is  an  express  provision  of  the  statute  overriding 
the  other  limitations. 

Secretary  Taft.  But  you  have  the  power  ordinarily  to  contract  to 
a  certain  amount,  and  appropriations  are  given  for  a  less  sum  from 
time  to  time 

Mr.  Mann.  When  we  give  authority  to  enter  into  additional  con- 
tracts  

Secretary  Taft.  That  is  my  recollection  of  it. 

Mr.  Richardson.  Your  attention  has  been  called  to  a  certain  bill 
here,  Senate  bill  6539,  which  you  have  stated  ought  not  to  be  passed. 
I  would  be  very  glad  if  you  would  furnish  the  committee  with  your 
reasons  why. 

Mr.  Mann.  He  has  just  stated  that  he  would  submit  that  in 
writing. 

Mr.  Wanger.  Mr.  Secretary,  there  will  be  sent  you  a  copv  of  that 
Senate  bill,  a  copy  of  House  bill  7027,  and  also  a  copy  of  the  House 
bill  25567,  which  I  understand  is  prepared  by  yourself,  with  a  copy 
of  the  bill  introduced  by  Senator  Kittredge;  and  in  replying  as  to 
those  bills  kindly  suggest  anything  that  occurs  to  you  as  to  the 
amendment  thereof. 

Secretary  Taft.  Yes,  sir. 

Mr.  Bartlett.  In  making  these  contracts  has  there  ever  been  an 
estimate  of  the  amount  of  cubic  feet  or  yards  that  will  have  to  be 
removed  from  the  canal,  and  also  as  to  the  amount  of  material  to  be 
removed  in  building  the  dam? 

Secretary  Taft.  There  have  been  such  estimates.  Of  course  those 
were  contingent  on  the  dam  and  the  locks  taking  a  certain  place. 

Mr.  Bartlett.  This  contract  that  is  pro^xxsed  for  their  building  is 
based  upon  those  e^stimates? 

Secretary  Taft.  The  estimates  of  the  engineering  committee  would 
be  based  upon  the  completed  plans  and  specifications,  which  would 
fix  the  location,  so  that  the  amount  to  be  excavated  could  be  calcu- 
lated with  much  more  accuracy  than  the  consulting  engineers  could 
have  calculated  at  the  time  they  made  their  estimate.  However,  I 
do  not  think  the  variation  will  be  very  great. 

Mr.  Mann.  Is  it  possible  to  make  a  verj'^  accurate  estimate  of  the 
cost  of  the  Gatun  Dam  or  the  amount  of  labor  involved  there? 

Secretary  Taft.  Perhaps  you  gentlemen  may  know  better  than  I  do 
about  that.  You  can  calculate  with  considerable  exactness  the  amount 
of  material  to  be  put  in  there,  because  you  fix  exactly  where  the  dam 
is,  and  then  you  can  measure  it^  diitiensions  and  fix  with  considerable 
exactness  the  amount  to  be  put  in. 

Mr.  Adamson.  Mr.  Chairman,  if  it  would  suit  the  convenience  of 
the  Secretary  and  Mr.  Mann,  I  would  like  to  move  to  adjourn  this 
hearing  until  a  more  convenient  time,  say,  perhaps  this  afternoon. 

Secretary  Taft.  There  is  one  point  I  would  like  to  speak  about 
with  respect  to  the  contract  before  the  end  of  the  hearing.  What  I 
have  to  say  is  quite  short.  It  was  asked  how  much  it  was  calculated 
the  cost  would  be  upon  which  this  percentage  would  be  calculated. 
I  think  generally  it  is  somewhere  between  sixty  and  seventy  millions. 

Mr.  Rogers.  It  was  estimated  at  about  $70,000,000. 

Secretary  Taft.  I  understand  that  the  calculation  as  to  the  cost  to 
the  contractor  of  carrying  this  out — the  cost  that  he  would  not  be 
repaid — would  amount  to  something  like  $400,000  a  year,  but  of 
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course  that  is  the  statement  of  a  contractor  in  justifying  a  larger  bid. 

Mr.  Bartlett.  In  estimating  that  bid,  did  you  estimate  what  it 
would  cost  per  cubic  yard  in  moving  the  earth  for  the  canal  or  the 
dam? 

Secretary  Taft.  Oh,  yes;  that  enters  into  the  calculation  of  the 
engineers,  and  of  course  you  understand  that  all  the  sanitation  ex- 
penses are  to  be  met  by  the  Government,  and  all  the  expenses  of  gov- 
erning the  Isthmus.  Then  it  was  suggested  by  Mr.  Richardson — I 
did  not  catch  it  clearly,  but  I  gathered  from  what  he  said — that  in 
some  way  or  other  the  fact  that  the  use  of  the  railway  tracks  was 
open  to  the  contractor  entered  into  his  percentage. 

Mr.  Richardson.  I  asked  Mr.  Rogers  if  it  did.  He  said  that  it 
did  not,  but  that  it  was  a  facility  furnished  by  the  Government. 

Secretary  Taft.  Yei^,  You  will  observe  under  the  present  arrange- 
ment there  is  a  contract  between  the  Commission  and  the  railroad 
company.  It  is  a  formality,  of  course,  in  one  sense,  but  it  is  for  the 
purpose  of  keeping  accounts,  and  then  there  is  a  contract  between  the 
railroad  and  the  Commission,  by  which  the  Commission  doubles  the 
track  of  the  railroad  company,  and  in  consideration  of  that  gets 
free  trackage  rates  over  its  main  tracks.  Then  the  Commission  has,  of 
course,  itself  to  construct  the  very  extenSive  side  tracks^  if  vou  call 
them  such,  that  run  into  the  work.  That  will  ultimately,  it  is  calculated, 
amount  to  250  miles  in  length.  That  the  Commission  itself  fur- 
nishes and  pays  the  expenses  of,  but  the  contractor  during  this 
period  when  he  is  paying  out  money — it  is  only  a  month — ^pays  the 
expenses  of  all  the  men  who  run  those  railways,  whether  on  the  main 
line  or  otherwise,  provided  they  are  working  trains.  Of  course  he 
does  not  pay  the  expense  of  running  the  trains  on  the  railway  for  the 
carrying  on  of  the  common-carrier  business  of  the  railway,  but  he 
pays  all  the  expenses  and  the  wages  of  the  men  who  run  those  work- 
ing trains. 

Mr.  Richardson.  And  you  give  him  simply  the  privilege  of  track- 
9ge  over  the  road  ? 

Secretary  Taft.  Yes.  But  of  course  we  furnish  and  pay  for  the 
equipment  of  the  road,  the  cars;  and  we  also  furnish  hun,  if  he 
chooses,  with  the  fuel;  or  we  may  have  him  buy  it.  But  as  we 
always  buy  fuel  from  the  Panama  Railroad  Company  and  get  it 
shipped  there,  we  shall  probably  exercise  the  option  of  furnishing 
that  coal  to  him  instead  of  having  him  buy  it  and  charge  us  a  per- 
centage on  it. 

Mr.  Wanger.  We  are  very  much  obliged  to  you,  Mr.  Secretary,  for 
your  presence  here  this  morning.     Oh,  I  beg  your  pardon 

Secretary  Taut.  I  hope,  gentlemen,  that  in  the  heat  of  controversy 
T  have  not  said  anything  that  is  too  emphatic.  But  my  impression 
is  that  if  you  will  look  up  the  question  of  the  employments  you  will 
find  that  we  have  struggled  and  labored  with  a  very  difficult  matter 
of  making  selections,  and  while  we  have  doubtless  made  a  number  of 
errors,  it  has  not  been  from  any  prejudice  against  Congressmen. 

Mr.  Stevens.  Mr.  Secretary,  had  you  concluded  all  you  desire  to 
say? 

Secretary  Taft.   Almost.     As  to  my  understanding  in  reading  the 

contract,  it  is  that  if  the  contractor  sees  fit  to  employ  Chinese  labor 

there  is  no  limitation  which  will  prevent  it  in  the  contract ;   there  is 

no  limitation  in  the  law  that  I  know  of  that  prevents  his  use  of 
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Chinese  or  other  labor.  Of  course  he  must  conduct  the  -work  prop- 
erly and  carry  it  on.  Of  course  he  is  bound  to  obey  the  laws  appli- 
cable; and  the  law  that  is  applicable,  so  far  as  the  employment  of 
Chinese  labor  on  the  Isthmus  is  concerned,  is  the  thirteenth  amend- 
ment to  Ihe  Constitution,  namely,  that  there  shall  not  be  peonage  or 
slavery.  While  that  seems  a  very  general  limitation  in  the  employ- 
ment of  Chinese  labor,  it  is  a  verj'  important  one.  With  that  ex- 
ception I  do  not  think  there  is  in  the  contract  a  limitation  against 
the  employment  of  Chinese  labor,  if  it  should  be  deemed  wise  to 
employ  their  labor.  Several  statements  have  been  made  with  respect 
to  this,  but  that  is  my  judgment  from  an  examination  of  the  contrac*t. 

Mr.  Mann.  Without  going  into  the  subject,  can  you  answer  yes  or 
no  whether  vou  need  additional  legislation  as  to  the  government  of 
the  Zone? 

Secretary  Taft.  We  have  now  an  opinion  from  the  Attorney - 
General  that  relieves  us  from  absolute  necessitv  in  that  matter.  That 
opinion  states  that,  in  his  judgment,  in  the  absence  of  legislation  by 
Congress  the  President  has  the  authority  to  carry  on  such  government 
as  may  be  necessary  there.  That  was  the  decision  of  the  Supreme 
Court  in  the  Cross  case  in  California,  and  he  has  the  right  to  make 
rules  and  regulations  equivalent  to  laws  until  Congress  shall  act. 
It  would  be  a  great  deal  better,  I  think,  if  you  would  renew  that 

f)rovision  of  law  which  expired  by  its  own  limitation  at  the  end  of 
ast  Congress. 

Mr.  Mann.  That  would  settle  all  questions? 

Secretary  Taft.  Yes,  sir. 

Mr.  Wanger.  Will  you  furnish  two  copies  of  the  conti'act  and 
proposals  for  contracts  to  the  reporter  for  inclusion  in  the  record  ? 

Secretary  Taft.  Yes,  sir. 

There  is  a  discussion  by  one  of  the  syndicate  of  bidders  to  this 
contract  setting  forth  the  reasons  in  order  to  justify  what  was  re- 
garded as  a  high  bid- 
Mr.  Mann.  That  has  been  sent  to  all  of  us. 

Secretary  Taft.  I  would  be  glad  to  have  that  go  into  the  record 
if  you  desire  to  take  it. 

Mr.  Wanger.  Let  it  be  printed  in  the  record,  and  give  the  reporter 
two  copies  of  it. 

Thereupon,  at  1.05  o'clock  p.  m.,  the  committee  adjourned. 

[Documents  filed  by  Secretary  Taft  follow :] 

PANAMA  canal  CONTRACT. 
Suggestions  Submitted  on  Behalf  ot  the  MAcAKTHUB-GiLLKSPrc  Compant. 

I. 

The  question  as  to  whether  or  not  the  Government  should  complete  the 
construction  of  the  Isthmian  Canal  by  contract  was  discussed  by  the  chairman 
of  the  Isthmian  Canal  Commission  in  a  communication  addressed  to  the  honor- 
able Secretary  of  War  dated  August  29,  1906.  A  copy  of  this  communication 
was  submitted  by  the  Canal  Commission  to  prospective  bidders,  as  indicating 
to  them  some  of  the  reasons  why  the  work  was  to  be  let  to  contractors  and  the 
qualifications  and  requirements  expected  from  bidders.  From  this  communica- 
tion we  quote  the  following  paragraphs : 

"As  to  the  general  advisability  of  contracting  the  work  of  completing  the 
canal,  we  know  from  experience  that  the  difficulties  to  be  overcome  In  the 
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sucot»ssful  prosecution  of  any  great  work  are  in  dire<*t  proportion  to  tlie  magni- 
tude and  complexity  of  tire  enterprise.  Fiirtliermore,  experience  and  observa- 
tion teach  that  the  best  results  In  any  field  of  human  activity  are  accomplished 
by  those  most  skilled  in  that  particular  field  of  human  endeavor. 

**Tlie  ph^'sical  construction  of  the  Panama  Canal  is,  all  things  considered, 
the  greatest  task  of  modern  times.  It  is  in  the  highest  degree  exceptional  in 
magnitude,  complexity,  and  cost.  In  order.  then»fore,  to  most  successfully, 
economically,  and  quickly  finish  this  great  worTc  there  should  be  associated  with 
the  Commission  the  best  trained  talents  of  the  world  in  each  particular 
department  of  the  undertaking. 

"  If,  therefore,  the  Commissicm,  by  associating  with  it  the  best  trained 
construction  men  available,  can  receive  the  immediate  benefit  of  existing 
organizations  which  these  men  control,  and  which  they  have  spent  years  in 
perfecting,  and  can  by  reason  of  their  assistance  complete  the  canal  In  shorter 
time  and  for  less  money,  is  it  not  the  i)art  of  wisdom  and  sound  business  judg- 
ment to  do  so? 

**As  outlined  in  the  ac(H)nipanying  pajiers,  this  plan  t\)ntemplates  a  comjjetition 
for  the  work  between  two  or  more  groups  of  contractors,  each  group  composed 
of  contractors  who  have  achieved  a  significant  success  in  at  least  one  of  the 
departments  of  constructions  involved  in  the  present  undertaking,  and  whose 
combined  experience  covers  the  whole  task.  By  the  terms  of  the  Invitation, 
proposals  by  single-  individuals  or  firms  whose  experience  and  whose  organiza- 
tions must  be  relatively  limited  are  therefore  discouraged. 

**  The  Goverament  will  get  the  benefit  ot  the  combined  efforts  of  the  best  and 
most  exi)erienced  contractors  in  the  world,  each  in  charge  of  a  department  in 
which  he  Is  a  specialist  and  cooi)erating  with  other  specialists,  because  all  are 
sharers  in  results,  to  bring  the  whole  work  to  the  earliest  and  most  successful 
conclusion." 

In  pursuance  of  this  plan,  invitations  to  bidders  were  issued,  under  date  of 
October  9,  to  contractors  throughout  the  country.  As  first  issued  the  obliga- 
tions and  risks  placed  upon  the  contractors  were  excedingly  oneroUs.  Proba- 
bly no  bids  would  have  been  received  under  them.  I*rior  to  .Tanu:n*y  12,  the  date 
for  reception  of  bids,  the  specifications  were  modified,  cutting  down  the  bond  to 
be  given  by  contractors  from  $3,000,000  to  $2,000,000,  and  cutting  down  the 
total  available  capital  required  to  $5,000,000.  There  were  given  out,  we  are 
Infprmed,  several  hundred  copies  of  these  Invitations,  and  contractors  through- 
out the  country  received  and  examined  them.  The  widest  publicity  was  like- 
wise given  through  the  popular  and  technical  journals.  It  was  expected  that 
there  would  be  several  bids  from  groups  of  contractors,  qualified  according  to 
the  terms  of  the  invitations  and  spe<*ificatIons.  It  is  generally  known  that 
several  such  groups  were  tentatively  formed.  When  it  came,  however,  to  the 
reception  of  the  bids,  while  four  bids  were  presented,  only  one  of  them  had 
(*omplled  with  the  terms  and  requirements  of  the  invitations  and  specifications, 
and  that  was  the  bid  of  the  Mac  Arthur-Gillespie  Company. 

They  alone,  out  of  all  the  possible  groups  of  contractors  that  might  have  been 
formed,  were  willing  or  able  to  form  an  association  of  contractors  such  as 
contemplated  by  the  Government,  and  qualified  as  required.  This  company,  the 
MacArthiir-GlllespIe  Company,  was  organized  as  an  association  of  contractors 
after  much  labor  and  negotiation,  and,  after  most  careful  preparation,  has 
submitted  to  the  Government  a  fair  and  reasonable  bid,  wholly  In  conformity 
to  the  requirements.     No  other  bid  has  done  so. 

Under  these  circ^umstances  if  Its  bid  is  reasonable,  it  should  be  awarded  the 
contract 

II. 

19  ThE  ftID  OF  THE  MACARTHUR-GILLESPIE  COMPANY  REASONABLE  ANO  THE  ONE   MOST 
ADVANTAGEOUS  FOR  THE  GOVERNMENT? 

We  submit  that  the  bid  of  the  MacArthur-Gillespie  Company  is  the  only  bid 
that  it  Is  safe  for  the  Government  to  accept,  and  the  only  one  offered  qualified 
to  perform  what  the  contract  requires. 

(o)  The  MacArthur-Glllesple  Company  is  an  asstx-iation  of  four  of  the  most 
successful  contracting  concerns  in  the  United  States. 

(ft)  Each  of  the  four  concerns  composing  the  group  has  had  a  longer,  wider, 
and  more  successful  experience  In  the  field  of  (Contracting  than  anv  of  the  other 
bidders. 
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(c)  Kju'h  at  tlw  four  coiDposiiig  the  groui)  han.  it  is  belleviHl.  a  larger  organi- 
sation of  trained  and  experienced  men  lo  draw  from  than  any  other  one  of 
tlie  bidderH  for  Kupervlsion  of  tlie  work  to  be  done. 

id)  The  group  has  had  large  experience  in  all  the  important  branches  of  the 
work  to  be  done,  having  built  on  a  large  scale  canals,  dams,  locks,  reservoirs, 
deep  foundations,  and  done  dredging  and  excavation  work  of  the  .most  extensive 
and  difficult  character.  It  is  believetl  'that  no  other  bidder  oflfei*s  to  the  Gov- 
ernment such  combinetl  experience  in  these  classes  of  work  as  that  offered  by 
this  combination. 

(e)  These  works  have  been  |)erfornie<l  not  for  any  one  ct)rporation  in  any 
one  locality,  but  in  all  climates,  under  most  varied  conditions,  and  for  most 
varied  employers — for  the  United  States  (lovernment,  for  States,   municipall-^ 
ties,  railroads,  commissions,  and  other  public  and  private  corporations. 

(/)  Finally,  each  one  of  the  four  contractors  in  this  group  has,  it  is  l>elieved. 
larger  individual  equipment  more  capital,  larger  forces  of  skilled  men  and 
employees  than  those  of  any  other  bidder,  and  combined  they  present  the 
strongest  groui»  of  contractors  who  have  ever  united  their  forces  and  capital 
in  this  countrj'. 

For  the  successful,  economical,  and  certain  execution  of  this  great  work  we 
believe  the  (Jovernment  needs  what  it  indicated  in  its  letter  and  invitation 
referretl  to,  namely,  the  strength  of  the  strongest,  the  skill  of  the  most  exi»e- 
riencetl. 

III. 

BRIEF  STATEMENT  OF  THE  WORK  EXECUTED  BY  EACH  OF  THIS  (}ROUP  OF  CO.NTRAl  TOBS 

INDIVIDUALITY. 

MACARTIflR    RKOTUEUS    COMrAXY. 

This  business  was  founded  in  1826  by  John  U.  MacArthur.  father  of  Archi- 
bald MacArthur,  the  present  president  of  the  company,  and  the  grandfather 
of  A.  F.  and  John  R.  MacArthur,  who,  with  others  that  have  grown  up  in  the 
business,  are  the  present  active  managers  of  the  company's  affairs. 

For  eighty  years  successful  contracting  business  has  been  engaged  in  by  the 
MacArthurs,  and  the  record  of  some  of  the  imtMirtant  works  done  by  them 
recently  Is  as  follows: 

The  Wachusett  dam  in  Massachusetts,  the  largest  artificial  reservoir  In  the 
United  States,  built  by  contract  with  the  Metroiwlitan  water  board  of  the  dis- 
trict of  Boston  for  the  city  of  Boston. 

The  Katonah  dam,  now  being  constructed  by  the  aqueduct  commission  of  the 
(rity  of  New  York,  estimated  at  over  a  million  dollars,  which  contract  was 
awarded  to  the  MacArthur  Brothers  Company,  notwitlistandlng  there  were  four 
bids  lower  than  MacArthur  Brothers  Company's — ^being  a  recognition  of  the 
superior  ability  and  organization  of  the  company  for  the  successful  execution 
and  expedition  of  said  work. 

The  deei)enlng  of  the  West  Neebish  channel  at  Sault  Ste.  Marie,  Mich.,  for 
the  Government  of  the  United  States,  at  an  estimated  cost  of  between  $2,000,000 
and  $3,000,000. 

About  twenty  masonry  locks  and  dams  for  the  United  States  Government  and 
the  States  of  New  York  and  Illinois. 

Several  sections  of  the  Chicago  Drainage  Canal,  at  about  $3,000,000. 

The  entire  work  of  preparing  the  World's  Fair  grounds,  Chicago,  1892,  being 
the  construction  of  lakes,  island,  parks,  etc. 

Several  thousand  miles  of  heavy  railroad  construction  in  the  United  States, 
notably  for  the  Santa  Fe,  Illinois  Central,  New  York  Central  system,  Pennsyl- 
vania linos  west  of  Pittsburg,  Burlington.  Western  Maryland,  Union  Pacific, 
Missouri,  Kansas  and  Texas.  Deepwater  and  Tidewater  railways,  and  many 
others.  The  extent,  variety,  and  character  of  the  great  works  done  by  them 
demonstrate  their  fitness  to  take  part  as  American  contractors  In  this  great 
American  work.  The  work  to  be  done  on  the  great  canal  has  had  their  special 
study  for  many  years. 

MacArthur  Brothers  Company  now  have  under  execution  works  which  hi 
value  exceed  what  can  probably  be  done  in  any  one  year  at  Panama.  The  same 
Is  true  of  other  contractors  of  the  MacArthur-Glllespie  group. 
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T.    A.    OILLKSIMK    COMPANY. 

The  business  of  this  company  was  foiiudetl  by  its  present  head  about  twenty 
years  ago,  since  which  time  It  has  been  actively  engaged  in  heavy  worlc.  It  has 
a  wide  range  of  experience  in  general  contracting  business,  and  has  con- 
structed a  large  number  of  dams,  reservoirs,  power  houses,  and  pipe  lines  for 
the  East  Jersey  Water  Company  and  the  Jersey  City  Water  Supply  Company, 
at  a  ct>st  of  more  than  $5,000,000.  It  is  now  engaged  in  the  construction  of  a 
dam,  power  house,  and  canal  at  Whitney,  X.  C,  which  Involves  an  expenditure 
of  upward  of  $4,000,000. 

Beyond  this,  it  has  constructed  a  canal  and  power  house  for  the  St.  LawTence 
Power  Company,  at  Massena.  N.  Y.,  five  dams  and  locks  for  the  United  States 
Government  on  the  Monoiigahela  and  Ohio  rivers,  reservoirs  and  pii>e  lines 
for  the  cities  of  New  York.  IMttsburg,  Allegheny.  Minneapolis.  Erie,  Troy, 
Sch«»nectady.  and  Atlantic  City,  the  Pittsburg  filtration  plant,  and  a  large 
amount  of  railroa<l,  tunnel,  and  pipe-line  work. 

In  ccmnectlon  with  the  following  contract  executed  by  it,  amcmntlng  to  over 
$10,000,000,  It  may  be  noted,  there  Is  a  clause  In  each  of  the  contracts,  providing 
that  all  extra  work  conne<'ted  with  the  same  should  be  done  at  the  cost  of 
labor  and  material  plus  15  i>er  cent : 

Power  development  of  the  St.  Lawrence  Power  Company :  Wabash  Railroad, 
Pittsburg;  Pittsbiu"g  and  Be*<semer  Railroad,  Pittsburg;  Pan  Handle  Railroad, 
Pittsburg;  P.  &  C.  Railroad,  Pittsburg;  city  of  Pittsburg;  city  of  F]rie,  Pa;  city 
of  Ct)himbus,  Ohio;  city  of  Minneai)olls,  Minn.;  city  of  Atlantic  City.  N.  J.; 
Rraddock  Bonmgh.  Pa. ;  city  of  Allegheny,  Pa. ;  city  of  Troy.  N.  Y. ;  city  of 
Schene<*tady,  N.  Y. ;  Pennsylvania  Water  Company.  Pittsburg ;  Consolidated 
Gas  Company  of  New  York;  Philadelphia  Company,  Pittsburg;  IMttsburg  Street 
Railways  Company,  Pittsburg;  Carnegie  Steel  Company.  Pittsburg;  Jones  & 
I^aughlin,  Pittsburg ;  Carnegie  Natural  Gas  Company.  Pittsburg ;  Kansas  Natural 
Gas  (\>nipany.  Pittsburg;  Manufacturers'  Light  and  Heat  (^)nipany.  Pittsburg. 

ATLANTIC.    ({I'LF    AND    PACIFIC    COM f ANY. 

This  business  was  fomided  by  its  present  head,  Mr.  McMullen,  about  thirty 
years  ago. 

This  company  has  17  complete  dredging  plants,  which  have  an  animal 
aggregate  capacity,  under  average  condltltms,  of  .S0,000,(X)0  cubic  yards  of 
material.  It  has  a  staff  of  over  .50  skilled  and  experienced  dre<lging  superin- 
tendents and  engineers.  It  lias  suc<'essfully  carried  through  a  great  variety 
of  work,  including  the  following: 

Harbor  improvement  at  Manila  for  the  Insular  government. 

Over  50  dredging  contracts  for  the  War  Department  of  the  United  States. 

Several  canals,  including  one  7  miles  long,  at  Sabine  Pass,  Texas,  one  5  miles 
long,  connecting  the  Yazoo  with  the  Mississippi  River,  one  between  Oakland 
Harbor  and  San  Leandro  Bay,  California,  the  waterway  and  Lake  Washington 
Canal  at  Seattle,  and  a  section.  20  miles  long  (now  building),  of  the  New  York 
State  Barge  Canal  between  Lake  Champlain  and  the  Hudson  River. 

J.   C,.    WHITE   Jfc   CO. 

The  business  of  the  company  was  founded  about  fifteen  yeara  ago  by  J.  G 
White,  present  president  of  the  company.  Among  the  Important  work  of  this 
company  is  the  following: 

Harbor  Improvements  at  C^ebu  and  Ilolio,  P.  I. 

United  States  coaling  station  at  Olongapo,  P.  I. 

The  street-railway  system  of  Manila. 

Numerous  steam  and  electric  railroads,  several  of  them  being  in  foreign 
countries. 

Numerous  railway  and  lighting  Installations  and  hydraulic  plants. 

This  company  now  has  on  hand  upward  of  .$20,000,000  worth  of  contracting 
and  engineering  work. 

IV. 

SHOULD  THE  WOftK   NECESSABILV  BE  LET  TO  THE  BIDDER  WHOSE  FIGURES  ABE  IX)WEST? 

It  appears  that,  upon  the  opening  of  the  bids,  the  four  bids  were  as  follows : 
6-75  per  cent,  7.19  per  cent,  12.50  per  cent,  and  28  per  cent.  Of  the  lowest 
|>W  in  figures  only,  little  need  be  said.  It  is  insisted,  however,  that  often  the 
lowest  bidder  Is  not  the  best  bidder  for  the  Government  This  was  evidenced 
"i  one  of  the  Government  contracts  heretofore  let  to  one  of  the  group,  nov 
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the  lowest  in  price,  viz,  6.75  i)er  c*ent  and  who  was  the  lowest  bidder  uiwn  cer- 
tain other  work  at  Savannah,  Ga. 

Upon  that  bid  Oberlin  M.  Carter  stated  in  a  letter  of  record  to  the  Chief  of 
EiUjineers,  September  29,  1894,  referring  to  the  contract  ui)on  which  Mr.  Anson 
M.  Bangs  was  the  low  est  bidder  in  figures,  "  that  the  prices  bid  by  Mr.  Anson 
M.  Bangs,  of  Fayetteville,  N.  Y.,  are  lower  than  the  w-ork  can  be  done  for, 
but  as  Mr.  Bangs  is  responsible,  authority  is  requested  to  award  the  contract 
to  him,"  which  was  done.  Thereafter  an  engineer  testified  on  the  trial  of 
C'aptain  Carter,  in  reference  to  that  particular  contract  let  to  the  lowest  bidder, 
that  the  contractor  had  made  a  profit  of  $82,000  on  the  piece  of  w^ork,  for  which 
the  Government  paid  the  contractor  $159,097.10. 

In  many  ordinances  and  statutes  there  are  provisions  requiring  work  to  be 
let  to  the  "  lowest  bidder."  Experience  has  demonstrated  that  often  the  lowest 
l»id  was  not  the  best  bid.  Later  laws  have  frequently  modified  that  language 
requiring  that  public  contracts  should  be  let  to  the  "  lowest  responsible  bidder," 
leaving  a  margin  of  judgment  as  to  the  character,  ability,  and  efficiency  of  the 
contractor  bidding  to  the  Commission.  More  recently  in  many  great  public 
works  the  necessity  of  giving  a  larger  latitude  in  the  selection  of  bidders  has 
t'ompelled  a  modification  of  even  the  language  "  lowest  responsible  bidder " 
by  the  addition  of  words  which  extend  the  authority  of  the  Comra'ssion  so 
as  to  make  it  the  Judge  of  the  qualifications  of  the  bidders  and  enable  them  to 
select  the  '*  lowest  and  best  bidder  "  who,  in  their  opinion,  can  best  perform  the 
contract  for  the  best  interests  of  the  municipality. 

In  the  present  invitation  for  proposals,  under  swtion  4  of  general  directions 
to  bidders,  the  Commission  reserved  the  right  to  exercise  its  discretion,  and 
the  intimation  was  plainly  stated  therein  that  the  Commission  would  award 
the  contract  in  accordance  with  its  discretion,  in  the  following  language :  *'  The 
Commission,  in  selecting  the  bidder  to  whom  it  will  award  the  contract  here- 
under, will  exercise  its  discretion  for  the  purpose  of  securing  a  contractor  who 
shall  be  capable,  in  its  judgment,  to  properly  and  ediciently  fulfill  the  conditions 
and  requirements  of  the  projwsed  contract.  To  aid  the  Commission  in  the  se- 
lecting of  such  contractor,  each  bidder  must  fully  state  what  organization, 
facilities,  and  experienc*e  he  commands  for  undertaking  the  work,  and  with 
what  organizations  and  credit,  or  means  of  cre<iit,  he  will  carry  out  such 
contract." 

The  MacArthur-Gillespie  Comi)any  fully  and  fairly  have  so  stated,  and  having 
done  so.  it  would  seem  entitled  in  fairness  to  the  award.  Xo  ci>ntractor  should 
be  allowe<i  to  back  and  fill  after  the  bids  are  opened  and  be  permitted  to  sihh*u- 
late  whether  or  not  he  Is  able  to  furnish  the  credit  and  capital  re<iuired  by  the 
Commission  and  organize  other  groups.  Bidding  at  the  Government's  Invitation 
is  to  lie  encouraged,  not  dlscourag^Hl.  Uarc»ly  have  bids  been  opened  but  that 
bidders  have  set»n  where  they  failed  and  wished  to  change  their  bid  in  form  or 
substance.    The  ethics  governing  public  lettlngs  will  not  i»ernnt  this. 

V. 

IS  T1£K  iniWK  OF  12.50  PKR  CKNT  A   RKASONAIILr  rHUK.   STCH    AS   SfKJri.!)  RE  ACCKI'TEP 
BY    THK    GOVKRNMKNT    IF    THK   CONTRACTORS    ARK   OTHKRWISK    ACCEPTAni.E? 

Percentage  contracts  have  been  growing  In  operations  of  large  corporations 
requiring  the  construction  of  important  works,  for  the  purpose  of  tHM»noniy.  effi- 
ciency, and  exiHHlltlon  In  their  execution.  The  more  desirable  and  profitable  a 
work  may  appear  the  more  competitors  may  bp  expected.  The  greater  reward 
ai)peals  to  the  greater  number.  .Judged  by  tliis  criterhm'.  the  bidding  by  only 
four  contractors  upon  this  work  evl(ien<es  either  that  the  work  was  ti>o  lar.ije 
for  any  of  them,  that  the  requirements  of  the  contract  were  too  severe,  the  ri.sks 
too  great,  the  probability  of  reward  too  low.  This  work  had  receiv(»d  unusual 
advertisement,  due  to  Its  magnitude  and  its  national  chara<*ter.  The  ambition 
of  many  contractors  was  stirred  by  the  opp  irtunity  offered. 

The  Suez  success  of  I>e  Lesseps,  notwithstanding  his  WaterlcH)  at  Panama, 
invited  contra<tors  to  challenge  fate  on  the  field  ol"  his  disaster. 

That  only  four  replied  to  the  invitation  for  proposals  suggests  to  the  writ»»r 
that  the  contract  was  clearly  not  a  desirable  one ;  that  a  plunger,  or  a  get-rich- 
quick  concern,  might  try  it.  but  that  a  contractor,  jealous  of  his  reputation,  care- 
ful of  his  capital,  honest  and  responsible,  would  hesitate  to  attempt  it.  Two  of 
the  bidders  admittedly  failed  to  conii)ly  with  the  rtHiuirements  for  bidders.  The 
range  of  prices  Indicated  that  a  careful  consideration  had  not  been  made  by  the 
lowest  bidders  in  price.     Hard-headed  American  contractors  were  generally  shy 
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of  the  wiitract.  It  offeree!  no  substantial  inducements.  It  does  not  at  even  the 
price  of  12.50  per  cent.  Capital  grew  timid  when  the  terms  of  the  contract  were 
examined.  The  result  Is,  in  fact  that  the  MacArthur-Gillespie  Company  is  the 
only  real  responsible  bidder  who  has  qualified  under  the  invitation  for  proposals 
and  that  their  bid  is  the  only  reasonable  one. 

THE   DIITICrLTY   IN   OBTAINING  THE  OROUP  OF  THE  MACAUTHrK-GIlJ.ESPIE  COMPANY. 

The  Government  having  invited  proposals  and  sugi?ested  the  character  of  the 
groups  of  contra(?tors  it  desired  to  bid,  the  contract  should  be  awarded  to  that 
group  which  alone  has  qualified  under  the  conditions  named.  The  formation  of 
the  MacArthur-Gillespie  Company  to  bid  upon  this  work  was  not  an  easy  matter. 
Contractors  of  national  reputation  had  to  be  Induced  by  argument,  suggestion, 
and  effort  to  Join  such  a  combination.  The  division  of  the  work,  and,  necessa- 
rily, the  profits,  did  not  appeal  to  large  contractors,  who  have  all  the  work  they 
can  perform  in  these  profitable  times  at  home.  Five  millions  of  capital  and 
creilit  was  to  be  interested.  This  also  necessitated  an  expenditure  of  time, 
effort,  and  money.  To  secure  so  much  money  and  credit  to  be  invested  for  so 
long  a  time  in  a  new  counti*>\  with  so  many  c<mdltions  of  danger  and  risk 
attendant  therein,  was  not  readily  done,  and  the  comi)ensation  therefor  ought 
to  be  sufficient.  This  has  been  successfully  done,  and  although  the  right  of 
rejection  of  all  bids  is  retained  by  the  Government  it  is  respectfully  urged  that 
this  combination  of  ccmtractors,  who  have  unified  for  the  purpose  of  doing  a 
world  work  by  Americans  for  Americans  and  for  the  world,  ought  not  to  be 
slightly  turned  down  bei*ause  of  a  lower  bid.  which  had  not  properly  qualified, 
according  to  the  terms  of  the  invitation,  and  which  has  created  an  impression 
that  the  work  ought  not  to  be  given  to  a  bidder  whose  price  is  twice  that  of  the 
lowest,  which  was  a  speculative  bid,  unbalanced,  and  which  invites  defeat  at  the 
outset.  The  12.50  per  cent  is  not  twice  that  ordinarily  given  in  the  construction 
of  work  in  the  States,  but  as  tlie  average;  at  least  so  say  many  competent 
engineers  and  <*<»ntrnctors. 

ACTl'AL    EXPENSES    INVOLVED. 

Before  the  contractor  can  take  any  profit  he  must  defray  out  of  his  commis- 
sion verj'  considerable  current  expenses,  including  interest  upon  working 
capital,  comi)ensation  to  sureties,  salaries  of  general  officers,  administration 
and  legal  exi»enses,  traveling  expenses,  taxes,  rend,  one-third  of  the  cost  of 
meeting  personal-injury  claims,  and  the  entire  cost  of  meeting  current  claims 
lor  damages  to  property  caused  by  the  acts  of  the  coutra(»tor's  employees. 
Conservative  contractors  agree  that  the  exi)enses  of  this  character  are  likely 
to  amount  to  between  4  per  cent  and  5  per  cent  of  the  pay  rolls.  Accordingly, 
of  a  percentage  of  12A  per  cent  not  over  7i  or  8  per  cent  will  be  left  to  cH>mpen- 
sate  the  four  large  contractors  for  many  years  of  hard  work  and  grave  re- 
sponsibility and  for  withdrawing  from  a  corresixniding  amount  of  work  at 
home  offering  r>erhaps  better  prospects  of  remuneration  with  less  of  risk. 

THE    ITEM    OF   PLANT    IN    PERCENTAGE    WOBK. 

In  all-  work,  whether  done  for  unit  prices  or  upon  a  i^ercentage  basis,  the 
item  of  plant  expense  nnist  be  taken  into  account  and  provided  for.  The 
importance  of  this  item,  however,  varies  widely,  according  to  the  nature  of  the 
work  to  be  performed.  In  some  kinds  of  work,  such  as  the  const  met  ion  of 
buildings  and  similar  work,  the  amount  of  plant  required  Is  an  exceedingly 
small  part  of  the  cost,  the  chief  Items  being  labor  and  materials.  Likewise, 
in  some  forms  of  railroad  and  other  work  the  plant  required  Is  small,  In  others 
large,  and  in  still  other  kinds  of  work,  particularly  canals,  dams,  locks,  heavy 
excavation,  and  dredging,  work,  the  Item  of  plant  be<?omes  a  very  large  and 
important  element  of  the  cost 

When  work  Is  done  upon  the  unit  basis,  which  Is  the  more  usual  basis  In  this 
wuntry.  contractors  in  competing  for  the  same  must  figure  as  an  element  of 
the  co.st  this  Item  of  plant  exi)ense,  and  to  the  items  of  plant  exr)ense  and  of 
cost  of  labor  and  materials,  et<'.,  the  contractor  adds  his  i)ercentage  of  profit, 
and  thus  determines  the  unit  prices  to  be  paid. 

The  same  holds  good  in  percentage  contracts.  The  Item  of  plant  expense 
may  be  large  or  small,  depending  upon  the  nature  of  the  work.  Where  the  item 
is  small  It  is  very  often  Included  in  the  percentage  price.     Where  the  item  is 
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large  the  plant  Is  either  furnished  independently  of  the  contractor's  percentage 
or  is  included  in  the  contractor's  percentage,  in  which  case  his  i>ercentage  must 
be  correspondingly  large  and  may  run  to  30  per  cent  or  over,  depending  upon 
the  amount  of  plant  required. 

In  percentage  worlv.  where  the  plant  to  be  used  is  furnished  by  some  one  else 
or  is  exceedingly  small  In  amount  or  cost,  the  percentage  prices  usually  receiyed 
vary  from  10  to  15  per  cent,  according  to  the  other  conditions  surrounding  the 
contract 

It  will  thus  be  seen  that  in  discussing  the  reasonableness  of  a  percentage 
contract  all  the  terms  and  conditions  of  the  contract  must  be  carefully  con- 
sidered. 

We  have  known  of  a  few  instances  of  percentage  work  where  the  burdens, 
risks,  and  responsibilities  upon  the  contractor  have  been  so  eliminated  as  to  en- 
able him  to  enter  into  profitable  contracts  uix>n  a  basis  much  lower  than  those 
stated  al)ove.  but  in  such  cases  he  assumes  practically  the  position  of  executive 
superintendent  alone  without  the  burden  or  liability,  and  is  paid  accordingly. 

In  the  present  case  of  the  Panama  contract,  the  burdens,  liabilities,  and 
expenses  puj  upon  the  contractor  will  reach  large  proportions  in  actual  cost 
and  expenses,  and  this  is  necessarily  so,  for  what  the  Government  needs  and 
expects  is  not  the  mere  sui)ervision  of  a  simple  task,  but  the  devotion  and 
application  of  the  l^est  abilities  to  the  world's  greatest  construction  proliiem. 

VI. 

WHAT   IS  THE   I'SUAL  AND  RKASONAKLE  PBICE  OX   PERCENTA(JE   WORK   IX   THE   UNITEr> 

STATES? 

The  percentage  usually  given  in  the  United  States  uiK)n  contracting  work 
will  doubtless  average  10  to  15^  per  cent.  It  is  somewhat  difficult  to  ascertain 
what  is  the  usual  percentage,  because  contracts  vary  both  in  the  character  of 
the  work  to  be  i^erformed,  its  time,  its  risks,  its  capital,  its  probability  of 
success,  and  particularly  ui)on  the  provisions  of  the  contract  which  invest 
authority  in  cxmtrolling  the  manner,  method,  time,  forces,  etc..  in  execution  of 
the  work. 

This  contract,  at  paragraph  15  of  article  3,  in  making  provision  that  the  Con«- 
misslon  will  manufacture  and  repair  for  the  contractor  certain  machinery  and 
tools,  states  that  it  will  charge  the  contractor  therefor  **  actual  cost,  plus  15 
per  cent."  This  the  Government  must  have  deemed  reasonable.  In  the  d»>infir 
of  extra  work  liy  the  New  York  Central  and  Hudson  River  Railroad  Company, 
its  price  is  cost  and  15  [)er  cent.  A  great  miiny  contracts  for  public  work  con- 
tain a  provision  giving  to  the  contractor  for  extra  work  done  outside  of  the  con- 
tract work  cost  plus  15,  12.5,  or  10  i)er  cent,  as  a  matter  of  agreement,  x\]mm\ 
both  labor  and  material. 

In  recent  railroad  construction  work  in  the  United  States  it  has  not  bc<*n 
unusual  to  make  percentage  contracts  upon  the  basis  of  cost  of  labor  ami  mate- 
rials with  10  to  15  per  cent  addeil.  A  recent  Inquii*y  made  of  the  leading  con- 
tractors and  engineers  of  tlie  United  States  for  the  purpose  of  ascertalninjc 
what  was  the  current  price,  developed  as  follows :  That  the  prices  run  from 
10  to  15  per  cent,  uix)n  the  cost  of  both  labor  and  material,  and  the  cronsensus  of 
opinion  of  such  enginc»ers  and  contractors  will  establish  that  the  prices  are 
between  10  and  15  per  cent  and  will  average  12.5  ])er  cent  on  work  exi^^'nUtnl  on 
the  percentage  l)asis,  always  depending  on  terms  of  contract. 

A  few  of  the  opinions  of  engineers  and  contractors  received  are  sulunittwl 
herewith  in  an  api)endix.  In  determining  the  reasonableness  of  the  per(*f*ntage  It 
must  be  remembered  that  the  contractor  herein  is  to  receive  a  per<enrage  on 
the  latK)r  cost  alone,  receiving  notliing  urxm  tlie  vast  anumnt  of  materials  us«i 
and  handled — such  as  cement.  exi>losives.  sup])lies.  etc.- — as  Is  nistoninrily 
allowed  in  most  penmen tage  contracts. 

Upon  railroad  contracts  and  other  work  removed  from  tlie  immediate  vicinity 
of  great  cities,  as  this  is.  the  contractor  ordinarily  expects  to  make  a  profit 
upon  the  commissary  and  the  sale  of  supplies  to  the  employees,  all  of  which  are 
expressly  eliminated  in  this  contract. 

The  boarding  of  the  employees  is  another  source  of  profit  in  large  contracts, 
where  a  portion  of  the  profit  of  the  boarding  house  frequently  goes  to  the  con- 
tractor. This  has  been  interdicted  by  the  terms  of  this  contract,  the  (Jovernment 
reserving  the  right  itself  to  furnish  and  control  the  furnishing  of  commlss^iry 
supplies  and  the  operation  of  boarding  houses.  That  these  privileges  were 
deemed  valuable  and  important  is  evidenced  by  the  reservation  itself. 
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Architects  are  often  paid  a  5  per  cent  oommisKion  in  the  cost  of  buildings  for 
supervision  alone,  while  contractors  on  large  buildings  receive  a  percentage  pay- 
ment on  both  the  labor  and  the  material  included  in  the  work  of  between  10 
and  15  per  cent.  The  percentage  on  the  material  is  easily  and  readily  earned, 
while  the  percentage  on  the  labor  is  payment  for  continuous  and  incessant 
effort,  control,  and  operation. 

RISKS    OF   THE   CONTRACT. 

Large  risks  not  incident  to  other  contracts  are  involved  in  this  Panama  •con- 
tract by  the  verj'  terms  thereof,  by  which  the  (rontractors  may  lose  their  profits, 
their  capital,  their  reputation,  their  work  for  years,  and  possibly  their  lives. 

It  will  be  difficult  to  enumerate  the  risks  which  the  contractor  may  be  called 
upon  to  bear,  it  becoming  to  a  certain  extent  a  sharer  with  the  Government 
in  the  dangers  incident  to  the  doing  of  the  work.  It  i«  difficult  to  determine 
what  possibilities  might  arise.  The  risk  of  being  subjected  to  a  great  penalty 
in  case  the  anticipated  time  of  completion  or  the  cost  of  constniction  should  be 
exceeded  is  one  which  every  cautious  bidder  should  weigh  with  consideration. 
While  the  bonus  offered  is  intended,  no  doubt,  as  a  spur  to  work  and  an  incentive 
to  economy,  it  is  well  known  that  engineers  repeatedly  fail  in  their  estimates 
and  underestimate  iK)th  cost  and  time.  A  misjudged  estimate  might  leave  the 
contractor  on  the  Panama  Canal  with  his  percentage  still  in  the  hands  of  the 
(government,  forfeited  and  lost.  Every  (H>ntractor  would  like  to  earn  a  bonus 
on  work,  and  doubtless  all  make  the  effort  when  practicable,  but  a  little  ex- 
amination will  determine  that  it  is  rarely  successful.  The  numerical  <»ontrol 
of  the  board  of  individuals  making  the  estimate  rests  with  the  Government  and 
thereby  creates  an  element  of  risk  and  a  possible  loss  which  ought  not  to  be 
omitted  in  considering  the  danger  of  loss  incident  to  this  work  and  contract. 

Attention  is  called  to  one  other  risk  of  the  contract,  viz,  article  11  in  page 
13,  entitled,  "Termination  of  contract  when  contractor  is  not  in  default," 
reading  as  follows :  "  Irresi)ective  of  any  default  upon  the  part  of  the  con- 
tractor, the  Commission  reserves  the  right  to  terminate  this  contract  at  any 
time  in  its  discretion  upon  the  terms  of  paying  to  the  contractor  the  entire  cost 
of  the  work  performed  by  him  to  such  time,  as<*ertained  in  the  manner  lierein- 
before  provided,  the  percentage  earned  by  him  upon  such  cost  and  two  hundred 
and  fifty  thousand  dollars  ($250,000)  additional:  Provided,  That  the  total 
amount  payable  to  the  contractor,  including  debits  against  him  authorized 
imder  the  contract,  shall  not  in  any  event  be  less  than  five  hundred  thousand 
dollars:  And  further  provided.  That,  should  the  contractor  have  done  at  such 
time,  in  the  Judgment  of  the  chief  engineer,  less  than  one-third  of  the  work 
contracted  to  be  done,  he  shall  be  paid  one  (1)  per  centum  additional.  At 
such  time  also  an  estimate  shall  be  made  by  the  chief  engineer  to  ascertain 
whether  the  work  to  such  time  has  proportionately  exceeded  or  fallen  behind 
the  estimated  cost  and  time,  and  proportionate  profits  and  premhinis  or 
deductions  shall  be  credited  to  or  charged  against  the  contractor  accordingly." 
Which,  while  it  is  a  large  risk  taken  by  the  (contractors,  is.  at  the  same  time 
a  protection  to  the  Government,  for  if  the  Government  shall  be  satisfied  that 
the  contractor  has  too  large  a  percentage  and  is  making  too  much  money,  it 
remains  In  its  power  to  cancel  the  contract  on  payment  to  the  contractor  of 
$250,000.  While  the  group  of  contractors,  whose  bid.  it  is  claimed,  should  be 
accepted,  would  dmibtless  feel  aggrieved  if  this  cancellation  were  effect<»d 
shortly  after  the  institution  of  the  work,  still  no  serious  complaint  could  be 
made,  because  it  is  a  power  in  the  terras  of  the  contract,  giving  a  reservation 
to  the  Government  the  right  to  can<^el  at  any  time  without  default  for  so  much 
money. 

Why  should  the  Government  now  hesitate  to  award  this  cimtract  to  the 
responsible  parties  who  have  qualified,  when  in  no  event  could  it  lose  but  a 
limited  sum,  if  it  subsequently  learned  that  it  was  paying  a  price  not  fairly 
measured  by  the  services  rendered? 

The  contract  Is  not  so  serious  a  matter  on  behalf  of  the  Government,  when 
it  controls  the  situation  with  this  large  group  of  contractors,  at  a  risk  to 
Itself  not  exceeding  the  terms  stated. 

The  risk  of  great  loss,  delay,  and  life  involved  in  the  fact  that  the  work  is 
located  in  the  Tropics  is  not  to  be  ignored,  notwithstanding  the  effort  of  the 
Government  to  create  a  healthy  section  out  of  malarious  conditions.     Insidious 

malaria,  plagues,  and  epidemics  have  all  found  their  favorite  breeding  places 

beneath  tropical  suns,  and  no  man  can  now  determine  what  may  be  the  ultimate 
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effect  on  the  Lsthiiius  of  the  cH)nditions  attendant  on  the  moving  of  eartli, 
impounding  and  inundations  of  water,  creation  of  laltes,  obliteration  of  swamps, 
torrents  of  rain,  and  ttie  (commingling  of  many  and  varied  nationalities  in  labor, 
and  other^vise.  upon  this  contract  and  these  contractors.  A  subtle  plague.  In- 
explicable and  unannounced,  might  sw^eep  the  Isthmus,  tfnd  leave  the  contractor 
crippled  In  the  doing  of  the  work.  Ten  years  of  time  leaves  large  opportunities 
for  the  unseen  and  the  unexpected. 

That  these  risks  have  w*eighcMi  heavily  on  the  minds  of  the  contractors  in 
this  country,  is  demonstrated  beyond  question  by  the  fact  of  the  limited  number 
of  bidders  upon  these  proposals,  and  the  range  of  their  bids. 

The  percentage  being  limited  to  a  i)ercentage  upon  the  work,  and  not  the 
material,  ought  to  be  more  than  the  usual  percentage,  be<-ause  the  usual  per- 
centage is  given  both  on  labor  and  material ;  one  is  easily  earned,  the  other 
with  difficulty. 

The  retention  of  one-third  of  the  contractor's  commission  for  long  years 
until  the  completion  of  the  work,  ought  to  increase  the  perc^entage  allowed  for 
the  doing  of  the  same. 

A  large  number  of  the  best  engineers  and  largest  contractors  in  America 
have  certified,  over  their  signatures,  that  the  |)erc»entage  of  from  10  to  15  per 
cent  for  doing  this  work,  under  this  form  of  contract,  at  the  place  where  the 
work  is  to  be  done,  and  under  the  existing  conditions,  is  not  unreastmable.  and 
many  of  them  fix  12.50  per  cent,  as  in  their  opinion,  the  reascmable  pri<*c*. 

There  are  many  so-called  contractors  who  would  have  undertaken  this  work 
for  a  less  percentage  even  than  the  so-called  lowest  bidder  here,  with  the  hope 
of  snatching  the  first  fruits  therefrom,  and  leave  the  Government  in  the  lurch 
when  the  day  of  trial  came.  A  division  of  profits,  among  four  companies, 
reduces  the  compensation  of  each.  A  single  bidder  or  a  small  combination 
could  make  a  lower  bid  than  four,  and  obviously  render  less  service  with 
less  valuable  organization  and  less  exi)edition,  which  was  not  contemplated 
in  the  invitation  to  bidders. 

The  Government  of  thfe  United  States  after  Its  own  years  of  experience  upoik 
this  work  must  know  that  the  probabilities  are  that  the  Mac  Arthur-Gillespie 
Company  can  perform  this  work  and  be  paid  12.50  iK?r  f?ent  on  its  cost,  ac- 
cording to  tlie  terms  of  this  contract,  and  still  make  a  large  saving  in  money 
and  shorten  the  time  for  the  completion  of  the  undertaking  for  the  Government. 
It  would  be  a  poor  exhibition  of  attempted  economy  and  frugality  on  the  part 
of  the  Commission  to  haggle  over  the  percentage  on  this  work  with  these  men 
who  have  carefully,  patriotically,  and  determinedly  offered  to  execute  the  same, 
and  who  have  pledged  to  it  their  abilities,  their  reputations,  and  their  fortunes. 

The  percentage  price  to  be  distributed  among  the  four  members  of  the  group 
should  i)e  commensurate  with  the  w-ork,  the  responsibilIt>*,  experlenc*e.  abilitj*. 
and  power  of  performance  of  the  contractors,  and  creditable  to  the  (xovernment 
of  the  United  States. 

Respectfully  submitted. 

Henry  W.  MAiiKE. 


Appendix. 

[Being  li'tters  and  telcgraiiiM  from  lending  engineers  and  contractors  in  reply  to  query  as 
to  what.  In  their  opinion,  was  a  reasonahle  percentage  price,  etc.] 

Park  Uow  Building. 
Scic  York  City,  January  19,  1901. 
In  response  to  your  Inquiry  as  to  the  percentage  of  profit  usually  allowed  con- 
tractors by  the  State  of  New  York  in  its  public  work.  su<'h  as  canal  improvement, 
highway  Improvement,  etc..  I  desire  to  state  that  the  usual  allowance  is  from 
10  to  15  per  cent.  Of  course  this  is  for  work  done  within  the  State  in  close 
proximIt>'  to  the  base  of  supplies  for  labor,  tools,  plant,  and  materials.  If  the 
work  was  done  in  the  Tropics  I  should  think  this  i)ercentage  could  be  fairly 
increased. 

My  experience  in  State  work  lias  extended  over  the  last  twelve  years,  during 
which  time  I   was  conne<'ted  with  the  State  engineer's  department  and   had 
charge  of  the  expending  of  between  $10,000,000  and  $15,000,000  in  State  work. 
Yours,  truly, 

Henry  .\.  Van  Astyne, 
Ex-Sltate  Engineer  and  Surveyor. 


PANAMA  CANAL  CONTRACT.  43 

New  Yokk,  X.  Y.,  January  22.  1907. 

Tbf  iminiry  as  to  my  exi>erienci*  and  ])er8onal  knowledge  on  engrineering  con- 
tracting done  on  a  i)ercentage  basis  in  this  country  has  received  my  careful 
consideration.  My  experience  in  engineering  contracting  on  a  large  scale 
began  in  1.S84.  with  my  connectl(m  with  the  Phoenix  Bridge  Company,  of  Phila- 
delphia and  New  York,  although  I  had  been  engaged  in  engineering  practice 
for  eight  years  prior  to  that  date.  The  business  of  the  Phoenix  Bridge  Com- 
pany, with  which  T  was  conne<'ted  In  various  capacities  from  assistant  to  the 
chief  engineer  to  general  manager  from  1884  to  1891,  was  the  construction  of 
iron  and  steel  bridges,  chiefly  for  the  railways  of  the  country,  with  oc(*asional 
iHjntracts  for  the  substructures  or  foundations  of  such  bridges.  From  1891  to 
the  present  time  I  have  been  engaged,  among  other  things,  as  consulting  engi- 
neer in  charge  of  the  design  and  construction  of  both  the  foundations  and 
superstructures  of  large  bridges  in  New  York  and  other  places  about  the 
country  and  in  the  design  and  construction  of  other  large  public  works  to  the 
extent  of  many  millions  of  dollars.  This  consulting  and  contract  experience 
has  coveretl  such  constructions  as  proposed  bridges  across  the  North  Kiver  at 
New  Y'ork,  the  San  I*edro  breakwater,  at  San  Pedro,  on  the  coast  of  southern 
California,  the  work  of  both  the  first  and  second  Isthmian  Canal  Commissions, 
the  department  of  dot-ks  of  New  York,  the  aqueduct  commission  of  the  city  of 
New  Y'ork,  and  the  board  of  water  supply  of  the  sjune  city,  now  engaged  upon 
a  plan  of  additional  sui)ply  involving  an  estimated  expenditure  of  over  $150,- 
000,000,  besides  a  variety  of  engineering  contract  work  of  less  prominence. 
Within  my  own  experience  in  connection  with  the  works  referred  to  above 
wherever  contract  work  has  been  done  upon  a  iK»rcentage  basis  that  perc»entage 
has  varieil  from  10  to  15,  the  tlrst  being  the  m')re  usual  value,  while  the  latter 
(15  i)er  <-ent)  is  applicable  to  smaller  works  of  uncertain  character,  or  wliere 
the  contractor  would  supply  plant  of  an  exi)ensive  or  exceptional  (Character. 
I  know  of  practically  no  cases  where  the  percentage  has  been  less  than  10 
per  cent  or  greater  than  15  per  cent. 

The  method  of  doing  work  on  a  percentage  basis  has  invn  much  extended  dur- 
ing the  past  five  or  ten  years  until  it  may  be  said  to  be  a  rather  ccminKin  prac- 
tice for  the  largest  and  heaviest  building  work  in  the  city  of  Now  York.  It 
Is  within  my  personal  knowledge  tliat  at  least  one  of  the  largest  and  most 
ex|>erienced  foundation  companies  in  the  city  of  New  York  d(X»s  not  cmly  the 
greater  part  of  its  contracting  work  here  on  a  i»ercentage  basis,  varying  from 
10  to  15  iH»r  cent,  but  also  a  substantial  iiart — jK^rliaps  even  a  majority — of  its 
foundation  work  throughout  the  country  for  large  railroad  corporations  on 
the  Siune  basis.  In  cases  where  this  company  supplies  its  own  plant,  espe- 
cially if  of  an  exi)enslve  character,  it  receives  15  per  cent  as  its  compensation, 
its  own  organization  bt^lng  applied  to  the  work  under  that  arrangement.  More 
frequently,  however,  the  compensjition  ranges  from  10  to  112^  per  cent,  that 
jiercentage  being  applied  to  the  pay  rolls  and  to  the  costs  of  all  materials  \n\r- 
chased  for  the  work. 

At  least  one  of  the  great  railroads  entering  New  York  City  contracts  on  a 
I)er(*entage  b.-isis  varying  from  10  to  15  i>er  cent,  the  latter  covering  smaller 
work  of  uncertain  character. 

I  may  state  generally  that  the  basis  of  comi>ensatloii  of  12^  i>er  cent  ui)on  pay 
rolls  and  costs  of  materials  purchased  is  a  fair  representation  of  nuich  of  the 
contracting  nt»w  being  done  in  tills  country  in  a  wide  range  of  large  engineering 
j-onstniction. 

Very  truly,  yours.  Wm.  II.  Bthb. 


EvANSTox,  Iix.,  January  20.  IiW7. 
It  is  usual  to  allow  10  to  15  i»er  cent  on  material  and  lalwr  in  i)ercentage 
cx>u  tract. 

Lyman  E.  (^oolev. 


New  York.  January  21,  VUn. 
Dkar  Sib:  In  resix>nse  to  your  rciuest  for  an  expression  of  my  opinion  and 
t-xperience  in  regard  to  work  done  on  a  |>ercentage  basis,  which  I  understand 
you  desire  to  submit  to  President  Roosevelt  in  connection  with  the  consideration 
of  the  Panama  Canal  bids.  1  l)eg  to  state  that  during  my  exi)erience.  particu- 
larly In  the  last  seventeen  years,  I  have  known  of  and  had  charge  of,  either 
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as  principal  or  asslntant  several  inlllion  dollars  in  value  of  work  done  on  a 
purely  percentage  basis — that  Is,  where  a  percentage  was  paid  on  the  entire 
cost  of  the  work,  including  the  plant. 

It  lias  been  the  practice  with  some  of  the  large  corporations  with  which  I 
have  been  connected  to  do  work  in  this  way  whenever  there  was  need  of  expe- 
dition or  where  uncertainty  existed  as  to  the  conditions  to  be  met  and  this 
method  was  eminently  satipfactory.  The  commission  in  these  cases  range<t 
from  8  to  10  or  12  per  cent.  No  work  Is  done  for  the  city  of  New  York  on  a 
percentage  basis,  except  to  a  limited  extent,  and  in  these  cases  it  is  the  custom 
to  add  15  per  cent  to  the  actual  cost  of  the  work. 

I  looked  over  tlie  si)oclttcntions  for  the  Panama  (,'anal  at  the  time  they  were 
issued  and  formed  the  oiiinlon  that  with  the  uncertainties  existing  on  the 
Isthmus  of  Panama  In  ngard  to  climatic  and  other  conditions,  and  particularly 
because  a  profit  is  to  be  paid  on  only  a  portion  of  the  cost  of  the  work,  15  per 
cent  would  be  low.  The  12^  r)er  cent  bid  by  your  clients  is,  in  my  judgment  a 
low  bid  and  one  advantageous  to  the  Government. 

Regarding  your  re^iuest  for  a  statement  of  my  exi)erlen(v.  I  was  for  some 
thirteen  years  connecte<l  with  the  East  Jersey  Water  (^ompany  and  other  water 
companies  in  New  .Jersey,  during  the  last  four  years  of  that  period  holding  the 
position  of  dilef  engineer.  These  companies  did  work  of  the  value  of  many 
millions  of  dollars,  some  of  the  most  important  work  being  conducted  on  a  per- 
centage basis.  In  1903  I  became  chief  engineer  to  the  aqueduct  commissioners 
of  the  city  of  New  York,  and  am  now  chief  engineer,  and  as  such  the  principal 
executive  officer,  of  the  board  of  water  supply  of  the  city  of  Ntnv  York,  which 
is  in  charge  of  the  fH>nstructlon  of  an  additional  water  supply  for  the  city,  a 
project  of  equal  or  greater  magnitude  than  the  Panama  Canal. 
Very  truly,  yours, 

J.  Waldo  Smith. 


16  Exchange  Place,  New  York. 

Compensation  to  contractors  was.  until  within  the  past  ten  years,  generally 
based  upon  unit  prices  for  the  various  items  of  construction.  Recently,  how 
ever,  the  percentage  method  has  been  largely  used,  such  percentage  being  based 
upon  the  total  cost  of  labor  and  material.  The  percentage  figure  has  been 
quite  generally  about  10  per  cent  and  greater  when  requiring  si)ecial  skill. 

In  most  contracts  upon  a  unit-price  basis  there  is  a  provision  for  compensji- 
tlon  to  the  contractor  for  extra  work  upon  a  percentige  basis,  and  that  per- 
centage is  generally  from  10  to  15  per  cent  upon  cost  of  all  labor  and  material. 

John  Boo  art. 


Western  Maryland  Railroad  Company. 

Cumhcrland,  Md.,  January  21,  1901. 

Dear  Sir:  In  connection  with  the  MacArthur  Brothers  bid  on  the  Panama 
Canal  w^ork,  they  have  asked  me  to  communicate  to  you  such  views  as  I  may 
entertain  in  regard  to  the  reasonableness  of  their  bid,  together  with  any 
remarks  I  might  wish  to  make  relative  to  accepted  custom  or  usual  practice  on 
contract  work  executed  under  the  percentage  system.  In  accordance  with  this. 
1  telegraphed  you  as  follows : 

"  Contract  work  on  percentage  basis  Is  usually  10  to  15  per  cent  on  actual 
cost.  Great  Northern  Railroad  and  other  lines  conform  to  this  usage.  Never 
heard  of  less  than  10  i^er  cent." 

I  will  further  explain  by  saying  that  I  have  seen  none  of  the  MacArthurs 
or  anyone  else  conne<'ted  either  directly  or  indirectly  with  bidding  on  the 
Panama  work  since  the  determination  to  let  that  work  by  contract  was  reached. 
I  have,  however,  known  of  the  work  of  MacArthur  Brothers  Company  for 
several  years,  and  about  a  year  ago  they  finished  up  for  us  here  several  million 
dollars  worth  of  railroad  construction.  Involving  heavy  grading,  tunnel  work, 
bridges,  etc.,  all  of  which  was  completed  in  a  very  satisfactory  manner. 

Their  bid  on  the  canal  work,  which,  I  understand,  is  \2\  per  cent,  strikes  me, 
as  I  think  it  would  nearly  every  engineer  of  experience  in  construction  work, 
as  being  well  balanced,  fair  and  reasonable,  and  almost  in  exact  accord  with 
all  precetlent  governing  contract  work  when  placed  on  the  percentage  basis. 
I  think  to  most  engineers  it  comes  as  a  matter  of  surprise  that  the  Government 
should  secure  so  low  a  bid  as  one  between  6  and  7  per  cent  from  reputable  and 
responsible  parties. 
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Au  aibiiornmlly  low  bid,  at  least  in  railroad  practice,  Ih  looked  uimhi  with  some 
sipprehension,  for  the  reason  that  too  low  a  margin  against  the  contingencies 
and  repsonsibllitles  Involved  may  mean  embarrassment  or  failnre  to  the  con- 
tractor and  conseciuently  to  the  railroad  company  Itself. 

It  Is  our  opinion  that  it  would  be  ill-advised  for  the  Government  to  place 
this  worlv  in  anyone's  hands  but  those  of  the  strongest  contractors,  and  ui>on 
such  a  fair  margin  of  percentage  as  will  enable  them  to  maintain  tlieir  strength 
and  affgressiveness  throughout  the  entire  length  of  the  work,  and  thus  minimize 
placing  the  (lovernment  In  an  embarrassing  position  due  to  the  iwssible  failure 
which  might  ensue  in  placing  the  work  at  too  low  a  margin  of  percentage  to 
insure  absolute  stability  in  the  conduct  of  the  work. 

Yours,  tnily.  .7.  Q.  Barlow. 


The  City  of  New  York  Aqueuuct  Commissioners, 

Chief  of  Engineer's  Office. 

A^eio  York,  January  22,  1907, 
Dear  Sir  :  In  carrying  on  tlie  operations  of  this  commission  we  frequently 
have  occasion  to  do  certain  pieces  of  work  on  what  is  called  the  per(?entage 
basis.  In  these  cases  it  has  been  the  general  rule  to  add  15  i)er  cent  to  the 
cost  price  for  superintendence,  etc.  In  a  piece  of  work  of  great  magnitude,  of 
course,  this  would  be  somewhat  reduced.  A  percentage  of  from  10  to  15  per 
cent  would,  however,  in  my  Judgment,  be  wan*anted  in  an  undertaking  where 
the  risks  are,  though  uncertain,  bound  to  be  very  great,  or  where  unforeseen 
contingencies  may  cause  very  great  and  unexpected  outlays. 
Very  truly,  yours. 

Walter  II.  Sears,  Chief  Engineer, 


The  Koari)  of  Hapid  Transit  Kaiiaoad  Commissioners, 

Chief  Enginefjr's  Office. 
AVwi;  York,  January  22,  J907. 
Messrs.  AlacArthur  Bnithers  have  asketl  nie  to  ntate  what  I  think  would  be 
a  proper  profit  on  contract  work,  according  to  my  experience.  I  should  state 
that  I  consider  between  10  and  15  per  cent  a  proiwr  profit,  the  variation  dei)end- 
ing  ur)on  thb  accessibility  and  the  ease  with  which  the  work  is  conducteil,  and 
also  taking  into  act»ount  the  various  risks  in  the  matter.  » 

Very  truly,  yours, 

George  S.  Rue,  Chief  Engineer. 


New  York,  January  21,  1907. 
Ueferring  to  your  inquiry  in  regard  to  contract  work  on  a  percentage  basis, 
I  would  state  that  this  system  is  largely  followed  where  conditions  are  unusual 
and  definite  information  lacking.  For  instance,  in  New  York  City  the  laying 
of  the  underground  trolleys  was  nearly  all  done  by  contract  on  the  percentage 
basis  owing  to  the  difficulty  of  forming  an  estimate  of  the  cost  of  moving  the 
various  water  pipes,  gas  pipes,  etc.,  the  exact  location  of  which  was  unknown. 
It  has  also  been  customary  in  sinking  the  foundations  of  large  office  buildings 
in  the  lower  part  of  New  York  City  to  let  these  contracts  on  a  percentage  basis. 
Of  course,  in  letting  a  contract  on  this  basis  it  is  absolutely  essential  that  the 
contract  be  given  to  one  who  is  an  expert  in  that  particular  line  of  work,  as 
the  contractor  Is  being  paid  the  percentage  for  his  skilled  organization,  and  if 
this  is  lacking  the  principal,  of  course,  obtains  no  benefit.  In  fact,  the  only 
reason  for  giving  a  percentage  contract  to  any  particular  contractor  is  because 
he  is  thoroughly  well  qualified  in  every  respect  to  carry  on  the  work  in  the 
most  efficient  manner.  The  exact  percentage  is  determined  largely  by  condi- 
tions in  each  particular  case.  Generally  speaking,  it  is  customary  to  give  10 
per  cent  on  labor  and  materials  and  from  12^  per  cent  to  15  per  cent  on  labor 
alone.  I  do  not  know  personally  of  any  case  where  the  percentage  has  gone 
lower  than  10  per  cent  on  materials  and  labor.  Recently,  as  consulting  engi- 
neer for  a  system  of  railways  in  South  America,  I  advised  that  a  .contract  be 
given  to  a  responsible  and  exi)erienced  contractor  at  10  per  cent  on  labor  and 
materials,  the  railway  company  furnishing  the  plant. 

In  reference  to  the  Panama  Canal  contract,  considering  all  its  provisions,  I 
regard  121  per  cent  as  fair  and  reasonable  when  given  to  such  responsible  and 
^experienced  contractors  as  MacArthur  Brothers  and  associates. 
Yours,  truly, 

Phiup  W.  Henry. 


46  PANAMA  CANAL  CONTRACT. 

New  York,  January  21,  1901. 

Dear  Sir:  I  take  pleasure  in  testifying  to  tlie  advantaj?es  to  l>e  <)btiiiiie<l  by 
letting  work  on  a  **  cost  plus  a  i)erc'entage  of  profit  basis.' 

This  percentage  of  profit  to  the  contractor  must  vary,  of  coursis  with  otrouin- 
stances.  If  the  work  to  be  done  is  of  an  ordinary  and  simple  character,  the 
profit  should  l)e  less  than  where  it  is  most  (X)mplicated  and  most  diflicult  to 
manage. 

Ten  per  cent  may  be  a  good  profit  in  the  one  case  where  20  or  even  30  per 
cent  would  not  lx»  too  much  in  the  other,  all  depending  upon  the  amount  of 
risk  the  contractor  assumes. 

Then,  again,  the  cost  of  materials  and  appliances,  interest  on  tlie  capital 
invested  in  plant,  etc.,  maintenant»e  of  a  large  office  force,  etc.,  may  bear  a 
larger  proiwrtion  to  the  cost  of  construction  in  one  case  than  in  another. 

From  tile  engineer's  standpoint,  as  distinctly  there  is  from  the  contractor's, 
an  advantage  in  this  proportion  of  profit  to  the  cost  being  high  enough  to 
encourage  the  contractor  to  do  his  best.  The  application  of  this  fits  alike  the 
contract  let  for  a  '*  lump  sum  "  and  that  on  the  percentage  basis.  The  work 
must  be  let  at  a  fair  price  in  both  cases  in  order  to  secure  well-executed  work, 
honestly  d<me. 

The  reputable  contractor  offering  to  do  a  piece  of  work  for  a  lump  sum 
either  must  quote  a  high  price  to  avoid  the  risk  of  loss,  or  else  he  is  tempted  to 
skimp  his  work  or  resort  to  some  other  exi)etlient  to  t*ome  out  even. 

The  writer  only  this  morning  has  received  a  bid  from  one  of  the  largest  and 
l)e8t  known  firms  in  the  countiy  to  imdertake  a  large  contract  for  masonry' 
piers  costing  considerably  over  $1,000,000,  at  "  actual  cost  plus  15  per  cent." 
As  he  says  *'to  c*over  his  services  and  profit." 

Trusting  that  perhaps  I  have  answered  your  inquiry  without  saying  any 
more,  I  am. 

Very  truly,  yours,  F.  Stuart  Williamson. 


New  York,  January  19.  1901. 

In  an  engineering  experience  of  over  twenty-seven  years,  during  which  I 
have  had  charge  of  work  costing  several  millions  of  dollars  and*  have  been 
cognizant  of  much  more  not  under  my  own  supervision,  and  much  of  which 
has  been  done  by  "  force  account,"  the  allowance  to  the  contractors  for  w^ork 
so  done  has  generally  been  from  10  to  20  per  cent  for  the  superintendence,  use 
of  small  tools,  etc.  I  have  never  known  of  a  smaller  allowance  than  10  per 
cent,  while  in  cases  of  special  importance  and  difficulty  25  per  cent  has  been 
allowed. 

The  percentage  allowed  to  the  contractor  for  such  work  is  generally  larger 
in  recent  years  than  in  the  earlier  portion  of  my  practice  and  observation. 

Herbert  C.  Keith. 


TcAegram8. 

Thomasville,  Ga.,  January  21,  1907. 
My  opinion  is  that  12^  per  cent  commission  on  labor  rolls  only,  the  Govern- 
ment reserving  to  itself  all  profit  on  merchandise,  materials  for  construction, 
supplies,  machinery,  and  outfit,  would  he  a  very  moderate  compensation  for 
the  services  and  superintendence  of  comi^etent  contractors  in  constructing 
Panama  Canal.  Assured  scarcity  of  labor  and  consequent  prolongation  of  time 
of  service  of  contractors  are  important  elements  entering  into  value  of  services. 

D.  C.  Srepabd. 


Parkersbitbg,  W.  Va.,  January  20. 1901. 
Large  contract  work  on  per  cent  baslB.    It  is  customary  to  pay  10  to  15  i>er 
cent  on  cost  of  both  labor  and  material  for  the  supervision  and  furnishing  plant. 
We  paid  12^  per  cent  on  contract  Zanesville,  Marietta  and  Patkeraburg.  Little 
Kanawha,  and  Buchanan  Northern  Railroads. 

S.  D.  BBik&Y. 
Chief  Engineer,  Zanesville,  Marietta  and  Parkeriburg  Railroad. 
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Telegrams  from  engineers. 

CHICAGO,  January  21,  J 907. 
Will  state  that  on  large  contracts  on  percentage  basis  on  ordinary  form  it  is 
usnal  to  allow  from  10  to  15  per  cent  on  cost  of  labor  and  material  for  super- 
intendence, use  of  tools,  and  profit.  ^ 

Rai^h  Modjeski. 


Baltimore,  Md.,  January  22,  1907. 
When  construction  work  is  done  by  contractors  on  percentage  basis  it  is  cus- 
tomary to  pay  not  less  than  10  per  cent  on  labor  and  material,  and  from  that  to 
15  per  cent,  depending  on  character  of  work  and  general  conditions. 

A.  M.  Kinsman, 
Engineer  of  Construction,  Baltimore  and  Ohio  Railroad. 


CuMBEBLAND,  Md.,  January  19,  1907. 
Contract  work  on  percentage  basis  is  usually  10  to  15  per  cent  on  actual  cost. 
Neyer  heard  of  leas  than  10  per  cent ;  Great  Northern  Railroad  ahd  other  lines 
conform  to  this  usage. 

J.  Q.  Baslow, 
Chief  Engineer,  Western  Maryland  Railroad. 


Chicago,  January  22,  1907. 
On  large  contracts  let  on  percentage  basis  the  usual  percentage  Is  from  10 
per  <fent  to  15  per  cent  on  total  cost  of  labor  and  material. 

W.  L.  Bkeckinbidqe. 
Engineer  Lines.  Est.  C.  B.  and  0.  Ry. 


St.  Louis,  Mo.,  January  21,  1907. 
Contractors  working  on  percentage  basis  commonly  receive  10  to  15  per  cent 
on  both  labor  and  material. 

-W.  S.  Dawley, 
Chief  Engineer,  Alleghany  Improvement  Company. 


DuLUTH,  Minn.,  January  20,  1907. 
On  large  contracts  let  on  percentage  basis  railroad  companies  and  the  United 
States  Steel  Company  are  paying  contractors  10  to  15  per  cent  both  labor  and 
materiaL 

Abthub  Mitchell^ 
Engineer,  Duluth  and  Northern  Minnesota. 


Chicago,  III.,  January  19,  1907. 
On  all  large  contracts  let  on  percentage  basis  it  is  usual  to  charge  10  to  15  per 
cent  commission  on  cost  of  labor  and  material. 

E.  C.  &  R.  M.  Shankland, 

Civil  Engineers. 
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Chicaoo,  Janttary,  1907. 
In  letting  contracts  on  a  i^ercentage  basis  it  is  (mstoniary  to  allow  from  10  to 
15  per  cent  of  coat  of  work  to  contractor  for  supervision  and  use  of  tools. 

R.  B.  Seymour, 
Chief  Engineer,  C.  /.  and  S.  Railroad. 


Hammond,  Ind.,  January  20,  1907. 
Worlc  is  often  let  on  large  contract  for  actual  cost  plus  10  or  15  per  cent. 

B.  C.  Rich, 
Assistant  Chief  Engineer  C.  /.  and  8.  RaihcaiJ. 


Letters  from  contractors. 

WoRCESTEB,  Mass.,  January  21,  1907. 

I  have  your  letter  in  reference  to  percentage  work,  and  in  reply  would  say 
that  I  have  done  much  work  on  this  basis,  and  the  per  cent  paid  depends  largely 
on  the  character  of  the  work  done. 

We  received  for  erecting  New  York  Life  Insurance  buildings,  one  in  Kansas 
City,  another  in  Omaha,  cost  and  10  per  cent  for  each. 

We  received  for  additional  work  on  the  Boston  Terminal  Station,  foundations 
and  superstructure,  cost  and  15  per  cent. 

In  several  cases  where  we  have  done  sewage  and  earth  work  the  additional 
work  has  been  paid  for  at  cost  and  15  per  cent  profit. 

Percentage  work  based  on  labor  alone  is  generally  taken  at  15  per  cent. 

For  work  done  for  the  Government  on  the  Springfield  waterworks,  Spring- 
field, Mass.,  w^e  received  cost  and  10  per  cent,  and  were  paid  for  tools,  machines, 
engines,  and  derricks. 

We  received  for  work  done  on  the  White  House,  cost  and  10  per  cent  This 
included  constructional  plans,  material,  and  use  of  tools. 

The  character  of  the  work  at  the  Isthmus  is  such  that  a  larger  per  cent  than 
usual  would  be  reasonable  and  should  be  given  and  likely  would  be  necessary. 

I  have  studied  the  Isthmus  Canal  problem  for  over  thirty  years,  and  unless 
conditions  have  materially  changed  there  you  ought  to  get  for  work  at  Panama, 
if  you  have  to  guarantee  cost,  at  least  5  per  cent  more  than  you  would  in  the 
States. 

Yours,  very  truly.  O.  W.  Norckoss. 


Telegrams  from  contractors. 

Beatrice,  Nev.,  Jaiij^ary  19,  1907. 
Railroad  companies  frequently  have  work  done  on  basis  of  cost  of  labor  and 
material  plus  10  to  15  per  cent 

Kn.PATBicK  Bros.  &  Collins  Contracting  Co. 


Buffalo,  N.  Y.,  January  19,  1907. 
Answering  your  inquir>'  as  to  the  customary  percentage  on  work  so  done 
tliroughout  the  United  States,  will  say  that  as  superintendent  of  maintenance 
of  the  Rock  Island  lines  and  chief  engineer  of  the  Lackawanna,  on  those  roads 
all  work  that  was  let  on  percentage  basis  was  on  the  basis  of  10  per  cent  profit 
on  cost  of  labor  and  material. 

At  this  time  the  work  we  are  doing  in  the  neighborhood  of  Buffalo  our  firm, 
as  contractors,  are  receiving  10  per  cent  on  labor  and  material  on  all  work 
outside  of  regular  contract 

As  a  rule,  in  work  of  this  kind,  labor  and  material  usually  figure  about  an 
equal  amount,  or  an  equivalent  of  about  20  per  cent  on  the  pay  roll  alone. 
I'^ours.  very  truly, 

Hyde  McFarlin  Co., 
W.  K.  McFabun, 
Secretary  a/nd  Treasurer. 
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The  Foundation  Company, 
New  York,  January  21,  1907. 
Dear  Sir:  With  reference  to  the  remuneration  which  ought  to  he  paid  to 
the  contractors  who  undertalce  the  construction  of  the  Panama  Canal  under 
the  specifications  issued  by  the  Government,  we  consider  that  12^  per  cent  on 
the  labor  cost  is  a  low  percentage.  In  our  own  operations  all  over  the  country 
we  do  a  great  deal  of  work  for  corporations,  the  payment  for  which  to  us  is 
never  less  than  10  per  cent  on  the  whole  cost  of  labor  and  material  and  of 
plant  rental.  Our  remuneration  is  frequently  15  per  cent  on  the  cost  of  the 
work  when  we  furnish  the  plant,  not  including  hand  tools  or  supplies. 

We  think  that,  including  general  expense,  the  expenditures  to  be  made  by 
the  contractors  under  the  Government  specifications,  for  which  they  will  not 
be  directly  reimbursed,  will  amrunt  to  6  per  cent  on  the  whole  labor  cost. 

In  view  of  the  magnitude  and  difiiculties  of  the  work,  the  climatic  condi- 
tions, and  the  large  and  expensive  organization  necessary  to  prosecute  opera- 
tions with  raplditv,  thoroughness,  and  economy,  we  think  that  12^  per  cent 
on  the  labor  cost  is  absolutely  the  lowest  remuneration  for  which  any  group 
of  efficient  contractors  can  afford  to  do  the  work.  * 

Very  truly,  yours, 

The   Foundation    Company, 
Edwin   S.  Jarrett, 

Secretary  and  Treasurer. 


John  Peirce  Company, 
New   York,  January  19,   1907. 
In  important  contracts  covering  construction  work  done  in  the  United  States 
on  a  ijen^eutage  basis,  the  contractor's  compensation  varies  from  7  to  15  per 
cent,  dei)ending  upon  the  character  of  the  work  and  the  conditions  surround- 
ing it 

Where  the  work  is  conducted  in  a  region  accessible  to  a  good  labor  market, 
we  have  found  the  lower  percentage  a  satisfactory  compensation.  In  regions, 
however,  remote  from  supply  depots  and  a  source  of  labor,  and  where  the 
climatic  conditions  are  bad,  the  higher  percentage  is  often  not  enough  to  cover 
risks  and  delays. 

The  above  statements  are  based  on  an  experience  extending  over  a  period 
of  twentv-flve  vears,  covering  Government  and  other  contracts  aggregating 
$50,000,000. 

John  Peirce  Company, 

Emil    Diebitsch,    Vwe-President. 


Chicago,  Januai^  19,  1907. 
In  letting  large  contracts  on  percentage  basis  it  is  customary  to  pay  from  10 
to  15  per  cent  on  all  labor  and  material  furnished. 

John  Griffiths  &  Son. 


Continental  Asphalt  Paving   Company, 

New  York,  January  19,  1907. 

Replying  to  your  request,  we  beg  to  say  that  it  has  been  our  experience 
in  regard  to  percentage  contract  work  that  the  percentages  paid  vary  from  10 
to  20  per  cent,  depending  upon  the  nature  of  the  work,  the  conditions  under 
which  it  is  to  be  performed  ,the  grade  of  ability  and  experience  reciuired,  and 
also  somewhat  upon  the  cronditions  of  business,  etc. 

As  a  i-uie  in  contracts  provision  is  made  for  the  payment  for  work  to  be  un- 
dertaken which  may  not  be  spei'ificaiiy  embraced  in  the  terms  of  the  contract. 
Mild  this  work  is  almost  imiformly  paid  for  upon  a  i)ert»entage  basis,  and  as  a 
rule  the  percentage  paid  is  15  per  cent.  We  have  known  of  large  contracts 
being  let  at  12  i)er  cent,  12^  i)er  cent,  and  15  per  cent,  and  others  at  10  per  cent, 
but  we  do  not  recall  any  contracts  of  magnitude  and  difficulty,  or  in  fact  any 
general,  large  contracts  at  all,  where  a  percentage  of  less  than  10  per  cent  has 
been  paid. 

Another  factor  which  determines  the  percentage  to  be  paid  is  whether  or  not 
the  percentage  Is  upon  labor  and  materials  both  or  upon  labor  alone.     Where  it 
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Is  upon  the  labor  alone  the  percentage  UHiially,  and  naturally,  runs  higher  than 
where  it  Is  upon  both  lal)or  and  materials. 

We  feel  some  retioent-e  In  naming  certain  specific  instances  of  iierceutage  work, 
inasmuch  as  it  \vould  not  be  proper  for  us  to  disclose  prices  without  the  consent 
of  other  parties,  but  we  have  given  you  the  ranges  of  iiercentage  work  as  known 
to  us  by  exi)erience. 

This  company  is  in  the  general  contracting  business  and  at  present  engaged 
in  installing  the  high-pressure  salt-w-ater  main  service  for  the  city  of  New  York, 
at  an  aggregate  cost  of  about  $3,000,000. 

The  sjieciflcations  In  this  contract  provide  for  the  payment  of  all  extra  work 
to  be  done  in  connection  therewith  at  cost  plus  .10  per  cent.  This,  in  our  judg- 
ment, is  fair  compensation  for  work  to  be  done  right  at  home.  To  leave  the 
country  we  would  require  a  much  higher  percentage  to  make  the  proposition 
attractive. 


Very  truly,  yours. 


Continental  Asphalt  Paving  Company, 
Hugo    Reid.  President. 


EvANSTON,  Tli-,  January  19,  1907, 
On  large  construction  contracts  on  per<*entago  basis  it  is  customary  to  pay 
from  10  to  15  per  cent  on  both  labor  and  material. 

FiTZSIMMONS  &  Con  NELL. 

Contractors  for  Public  Work^. 


Soo,  Mich.,  January  19,  1907, 
We  never  knew-  of  contracts  let  on  percentage  basis  for  less  than  10  per  cent 
on  both  labor  and  material.    Chandler  Dunbar  paid  it  on  two  years'  contract; 
also  Lake  Superior  Power  Company,  to  Talbert  &  Co.,  and  several  others.    On 
contracts  extending  over  a  number  of  years  15  per  cent  is  not  unusual. 

Edward  Bros., 
Contractors  for  Public  Works, 


Chicago,  III.,  January  21,  1907, 
On  all  large  contracts  let  on  a  percentage  basis  it  Is  customary  to  allow  from 
10  to  15  per  cent  on  cost  of  both  labor  and  material. 

G.  H.  ScBiBNEB,  Jr.,  Contractor. 


St.  Paul,  Minn.,  January  21,  1907, 
We  have  Just  completed  $180,000  contract  on  basis  of  10  per  cent  over  cost  of 
furnishing  labor  and  material  and  we  have  received  as  high  as  15  per  cent  on 
other  work  performed  during  the  past  year,  but  of  less  magnitude. 

Frankman  Bros.  &  Morris. 


Soo,  Mich.,  19. 
On  all  large  contracts  on  percentage  basis  usual  to  pay  10  to  15  per  cent  on 
both  labor  and  material  our  experience. 

Grant  Smith  &  Ca 


The  following  from  an  editorial  of  the  Engineering  Record,  a  leading  engi- 
neerUig  journal,  under  date  of  January  19,  1907,  seems  an  impartial  review  of 
the  subject-matter. 
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THE  BIDS  FOR  THE  CONSTRrcTlON   OF  THE  PANAMA   CANAI^ 

The  most  ardeut  advocates  of  the  look  plan  for  the  trans-isthmian  ship 
waterway  can  scarcely  justify  from  their  own  point  of  view  a  smaller  estimated 
cost  than  $150,000.0<X),  after  allowing  for  the  increased  size  of  locks  advocated 
by  the  Consulting  Board  and  a  provision  for  attempting  to  stop  dangerous 
seepage  under  the  Gatun  dam,  while,  as  a  matter  of  fact  a  reasonable  allow- 
ancti  for  the  vast  uncertainties  of  that  plan  is  likely  to  swell  the  expenditures 
to  possibly  $200,000,000  or  even  more.  When  it  is  borne  in  mind  that  this 
great  public  work  must  necessarily  involve  material  political  considerations, 
using  that  term  in  a  broad  nonpartisan  sense,  the  answer  to  the  advertisements 
for  tenders  for  constructing  the  canal  carries  with  it  not  only  great  engineering 
interest,  but  also  an  Interest  of  even  national  character. 

The  number  of  bidders  responding  to  the  request  for  tenders  was  four  and 
the  percentages  bid  for  the  work  range  from  G.75  to  28.  This  wide  range  in 
the  tenders  is  obviously  a  measure  of  the  varying  estimates  of  hazard  exist- 
ing in  the  Judgments  of  the  bidders.  At  first  sight  it  appears  remarkable  that 
a  bid  made  upon  a  percentage  basis  should  afford  opportunity  for  such  a  range 
of  risk,  but  an  examination  of  the  contract  conditions  under  which  the  work 
is  to  be  performed  is  illuminating.  This  Journal  has  already  expressed  full 
editorial  comment  upon  these  conditions,  and  it  is  only  necessary  at  this  time 
to  indicate  the  close  relation  existing  between  the  possible  consequences  involved 
in  the  execution  of  the  contract  and  the  degree  of  hazard  contemplated  by  at 
least  some  of  the  bidders. 

In  the  first  place,  the  percentage  to  be  received  and  from  which  the  profit 
of  the  contractor  is  to  be  derived,  is  not  a  percentage  of  the  actual  cost  of  the 
work,  but  of  a  cost  estimated  by  an  engineering  committee  of  five  members, 
two  only  of  whom  are  to  be  appointed  by  the  contractor.  Furthermore,  the  pos- 
sible premium  or  forfeit  for  early  or  deferred  completion  of  the  contract,  re- 
spec-tiveiy.  is  to  be  reckoned  from  the  expiration  of  a  period  also  to  be  estimated 
and  determined  by  the  same  engineering  committee.  Although  there  can  be 
no  reasonable  doubt  as  to  the  wisdom  of  some  form  of  percentage  contract  for 
this  work,  there  is  abundant  room  for  great  uncertainty'  as  to  the  vicissitudes 
of  the  contractor  under  such  general  contract  conditions  as  those  stated. 
Under  a  reasonable  and  just  interi>rptation  and  enforcement  of  those  condi- 
tions an  efficient  contractor  would  suffer  no  hardships,  but  it  is  easy  to  Imagine 
exigencies  which  would  impose  upon  him  burdens  that  he  might  be  most  anxious 
to  escape;  and  those  exigencies  might  be  Intensely  aggravated  by  changing 
phases  of  a  Feileral  Administration  or  by  the  changing  from  one  technical 
administration  to  another.  While,  therefore,  a  range  of  bids  from  the  lowest 
to  the  highest  of  more  than  four  times  is  certainly  extraordinary,  the  circum- 
stances attending  the  award  of  this  great  contract  are  of  such  a  character  as 
to  explain  it  fully. 

It  Is  probably  reasonable  to  admit  that  parties  quailfleil  to  bid  for  this  work 
are  entitled  to  name  what  they  consider  a  reasonable  compensation  for  them- 
selves. At  the  same  time,  if  there  were  ever  circumstances  under  which  the 
award  of  a  contract  ought  to  be  made  with  a  view  to  the  best  interests  of  the 
public,  regardless  of  the  lowest  bid,  this  is  preeminently  such  a  case.  The 
Isthmian  Canal  Commission  owes  it  to  the  Government  to  make  the  award  of 
this  work  irrespecrtive  of  the  principle  of  the  cheapest  construction,  no  matter 
what  the  bond  may  l)e  or  how  thoroughly  it  may  imagine  the  Government's 
interests  to  be  safeguarded  by  the  terms  of  the  contract.  If  the  lowest  bidder 
can  show  that  his  qualifications  of  plant  and  methods,  previous  experience,  and 
financial  condition  are  such  as  to  aflord  a  certain  'warrant  of  his  capacity  to 
perform  the  work  satisfactorily,  he  is  assuredly  entitled  to  rec»eive  the  contract, 
but  not  otherwise.  It  is  a  question  on  the  face  of  the  bids  whether  so  small  a 
percentage  as  0.75  is  large  enough  even  from  the  Commission's  point  of  view- 
to  Justify  the  residue  of  hazard,  so  to  sjieak,  under  a  form  of  contract  de- 
signed to  eliminate  as  much  uncertainty  as  imsslbie.  It  is  not  uncommon  prac- 
tice for  contractors  to  receive  as  much  as  15  per  cent  of  the  actual  cost  of 
work  with  practically  no  hazard  at  all.  This  obviously  applies  in  general  to 
small  contracts  compared  to  that  under  consideration,  but  in  this  case,  un- 
fortunately, the  risks,  as  far  as  they  exist,  are  at  least  in  proportion  to  the 
magnitude  of  the  work  to  be  done.  In  fact,  there  are  some  risks  not  at  first 
apparent  which  might  lead  to  grave  complications  and  affect  most  seriously  a 
contractor  working  on  a  margin  little  greater  than  many  broker's  commis- 
sions. It  may  easily  happen  that  a  percentage  more  nearly  that  ordinarily 
received  by  contractors  would  in  the  end  be  materially  more  economical  f'' 
the  €k>Termnent. 
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New  Ha\t:n,  Conn.,  January  2},  1907. 

Dear  Sir:  In  doing  work  on  forc-e  aoc*ount  basis,  or  cost  plus  a  percentage, 
we  consider  a  case  where  we  furnish  labor  only,  a  15  per  cent  commission  only 
a  fair  remuneration.  In  this  case  we  furnish  the  small  tools — namely,  picks  and 
shovels;  the  larger  tools  are  charged  by  the  day  and  a  coiAmission  added.  On 
larger  work,  if  we  furnish  material — that  is,  cement  stone  and  the  like — 
together  with  the  labor  we  consider  10  i)er  cent  a  fair  profit  above  cost.  In  this 
case,  as  in  the  other,  we  furnish  the  small  tools  only. 

We  would  say  that  we  are  doing  a  great  deal  of  work  at  the  present  time  on 
the  above  basis. 

Very  truly,  yours,  C.  W.  Blakeslee  &  Sons. 


Washington.  D.  C.  Aufjuftt  29,  1906. 

Sir:  I  beg  to  transmit  a  proposed  invitation  for  bids  to  complete  the  con- 
struction of  the  Isthmian  Canal  upon  a  percentage  basis,  including  as  a  imrt 
thereof,  for  greater  convenience  of  consideration,  the  terms  of  a  contract  to  be 
entered  into  thereunder. 

As  to  the  general  advisability  of  contracting  the  work  of  completing  the  canal, 
we  know  from  experience  that  the  ditficulties  to  be  overcome  in  the  successful 
prosecution  of  any  great  work  are  in  direct  proportion  to  the  magnitude  and 
complexity  of  the  enterprise.  Furthermore,  exi)erience  and  obsevation  teach 
that  the  best  results  in  any  field  of  human  activity  are  accomplished  by  those 
most  skilled  in  that  particular  field  of  human  endeavor. 

The  physical  construction  of  the  Panama  Canal  is,  all  things  considereil,  the 
greatest  task  of  modem  times.  It  is  in  the  highest  degree  exceptional  in  mag- 
nitude, complexity,  and  cost.  In  order,  therefore,  to  most  successfully,  econom- 
ically, and  quickly  finish  this  great  work  there  should  be  associated  with  the 
Commission  the  befit  trained  talents  of  the  world  in  each  particular  department 
of  the  undertaking. 

The  question  may  be  askeil.  Why  does  not  the  Commlssl(m  gather  together 
experts  in  each  branch  of  the  work,  and  with  them  as  heads  create  its  own 
organizations  and  do  the  work  by  day  labor?  If  the  elements  of  time  and  cost 
did  not  enter  so  vitally  into  the  undertaking,  the  Commission  might  do  this; 
but  because  of  the  unprecedented  and  greatly  extended  industrial  activity  of 
the  time,  and  the  consequent  violent  competition  for  all  classes  of  superin- 
tendents, foremen,  subcontractors,  skilled  mechanics,  and  even  ordinary  laborers, 
it  would  take  the  Commission  years  to  secure  men  and  build  up  departmental 
construction  organizations  which  would  equal  In  efficiency  those  now  controlled 
by  the  leading  contractors  of  the  United  States. 

If,  therefore,  the  Commission,  by  associating  with  it  the  best-trained  construc- 
tion men  available,  can  receive  the  Immediate  benefit  of  the  existing  organiza- 
tions which  these  men  control,  and  which  they  have  spent  years  In  perfecting, 
and  can  by  reason  of  their  existence  complete  the  canal  in  shorter  time  and  for 
less  money,  Is  It  not  the  part  of  wisdom  and  sound  business  judgment  to  do  so? 

If  the  wisdom  of  contracting  the  work  of  completing  the  canal  be  conceded, 
the  question  remains.  What  form  of  contract  Is  best? 

Whether — 

(1)  To  divide  the  work  into  sections  and  let  each  part  to  a  separate  firm  of 
contractors;  or, 

(2)  To  let  the  entire  work  to  one  firm  or  company  on  the  basis  of  unit 
prices;  or, 

(3)  To  let  the  actual  work  of  construction  to  an  association  of  contractors, 
each  member  of  which  will  be  an  exi)ert  in  some  branch  of  the  work,  on  a  per- 
centage basis. 

Before  discussing  the  relative  merits  of  these  various  forms  of  contract  it  may 
be  well  to  describe  the  actual  work  to  be  done  under  the  agreement. 

It  is  clear  that  under  any  character  of  contract  It  would  be  incumbent  upon 
the  Government  to  reserve  to  Itself  on  the  Isthmus  the  great  departments  of 
government,  sanitation,  and  engineering.  With  a  complete  staff  organized  for 
this  purpose  It  Is  easy  for  It  to  assume  other  obligations  scarcely  less  essential 
to  the  welfare  of  the  work,  and,  indeed,  almost  a  part  of  its  governmental  duties. 
The  control  of  quarters  and  of  the  subsistence  department,  so  directly  connected 
with  the  health  and  well-being  of  canal  employees,  must  be  retained  directly; 
or  if  the  subsistence  department  be  turned  over  to  the  contractor  it  must  still  be 
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subjected  to  a  rigid  supervision.  In  no  event  can  the  contractor  be  allowed  to 
make  of  this  department  an  independent  source  of  profit.  The  retention  of  the 
entire  commissary  department,  needed  for  the  supply  of  the  Commission's  own 
men,  becomes  In  this  connection  further  advisable.  The  elaborate  construction 
plant  which  the  Government  has  installed  and  its  maintenance  render  likewise 
expedient  the  retention  of  the  department  of  materials  and  supplies.  The  Pan- 
ama Railroad,  with  its  commercial  business  extending  to  all  parts  of  the  worlds 
can  not  wisely  be  turned  over  to  the  contractor.  With  all  these  facilities  thus 
retained  by  the  Government,  it  becomes  possible  for  it,  with  little  additional 
expense,  to  supply  at  a  very  much  lower  cost  than  any  contractor  could  the  raw 
materials  for  the  canal,  the  careful  selection  of  which,  uninfluenced  by  consider- 
ation of  profits,  is  admittedly  a  matter  of  first  importance. 

Upon  general  grounds  of  policy  and  of  an  immediate  and  far-reaching  econ- 
omy as  well,  it  therefore  seems  advisable  to  confine  the  work  to  be  done  by  the 
cH>ntractor  to  actual  construction.  These  considerations  neces-sarily  exclude 
the  idea  of  contracting  for  a  finished  caual  as  a  whole,  where  the  material  as 
well  as  the  labor  and  all  other  items  entering  into  the  cost  shall  be  furnished 
by  the  contractor. 

As  to  the  best  form  of  c»ontract  applicable  to  the  work  of  construction  proper: 

The  chief  objection  to  the  first  proiwsition,  viz,  that  of  dividing  the  work 
into  sections  and  letting  each  part  to  a  separate  firm  of  contractors,  is  that 
there  are  so  many  perplexing  elements  and  questions  entering  into  this  work, 
such  as  tlie  control  of  labor  in  supply  and  price,  repairs  to  and  maintenance  of 
plant  and  equipment,  and  the  necessary  conflicting  relations  of  so  many  con- 
tractors to  the  Panama  Railroad,  as  to  make  the  task  of  preventing  the  most 
serious  complications  between  these  antagonistic  interests  under  that  plan  a 
hopeless  one. 

There  is  also  the  further  serious  objection  that,  even  after  the  utmost  pre- 
cautions are  taken,  one  or  more  of  the  contractors  is  certain  to  prove  unsatis- 
factor>',  to  the  confusion  and  delay  of  part  of  the  work ;  and  an  undue  delay 
to  any  one  part  of  the  work  means  a  delay  to  the  whole. 

The  objection  to  the  second  alternative,  viz,  that  of  letting  the  work  as  a 
whole  to  one  firm  or  company  on  a  basis  of  unit  prices,  is  that  it  would  cost 
too  much.  Any  contractor  who  successfully  carries  out  this  great  work  will 
be  entitled  to  a  fair  profit,  but  to  his  estimate  of  cost  and  fair  profit  he  must 
add,  if  bidding  on  unit  prices  and  honestly  intending  to  carry  out  his  contract, 
a  substantial  increment  to  protect  himself  against  unforeseen  contingencies 
and  possibly  severe  losses.  The  contract  thus  becomes  to  a  great  extent  specu- 
lative ;  but  while  it  certainly  is  not  desired  that  an  undertaking  of  so  much  con- 
8e<]uence  as  this  should  be  the  contractor's  ruin,  with  a  consequent  disorgani- 
zation of  the  work,  neither  is  it  desired  that  it  become  a  source  of  enormous 
and  unreasonable  profits  at  the  Government's  expense,  as  would  be  the  case 
if  the  contingencies  the  contractor  guarded  against  In  his  estimates  did  not 
occur. 

This  brings  us  to  the  consideration  of  the  third  proposition,  viz,  that  of 
letting  the  actual  work  of  construction  to  an  association  of  contractors  on  a 
percentage  basis. 

xVs  outlined  in  the  accompanying  pajiers,  this  plan  contemplates  a  competition 
for  the  work  between  two  or  more  groups  of  contractors,  each  group  composed 
of  contractors  who  have  achieve<l  a  significant  success  in  at  least  one  of  the 
departments  of  construction  involved  in  the  present  undertaking  and  whose 
combined  exj^rience  covers  the  whole  task.  By  the  terms  of  the  Invitation 
proposals  by  single  individuals  or  firms  whose  experience  and  whose  organiza- 
tions must  be  relatively  limited  are  therefore  discouraged. 

The  contractor  who  receives  the  award  will  be  paid  an  agreed  percentage 
upon  the  estimated  reasonable  cost  of  the  actual  construction  work  as  fixed 
by  an  engineering  committee  of  whom  the  contractor  will  name  two  members 
and  tlie  Commission  three.  This  committee  will  likewise,  from  all  available 
data,  estimate  a  reasonable  time  for  the  completion  of  the  canal ;  and  a  system 
of  premiums  and  penalties  to  be  paid  to  the  contractor  accordingly  as  the  work 
is  completed  within  or  bej-ond  such  estimated  cost  and  time  is  provided  for. 
The  amount  of  percentage  to  be  paid  the  contractor  fixes  the  basis  of  com- 
petition. 

This  plan  is  not  novel.  It  is  being  employed  increasingly  by  the  oldest, 
largest,  and  most  successful  corporations  in  the  country.  Its  advantages  are 
many: 

(I)  The  Government  will  get  the  benefit  of  the  combined  efforts  of  the  best 
and  most  exi)erienced  contractors  in  the  world,  each  in  charge  of  a  departmen* 
In  which  he  Is  a  specialist  and  cooperating  with  other  si)eclalists,  because  i 
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are  sharers  in  results,  to  briug  the  whole  work  to  the  earliest  and  most  suc- 
cessful (roneluslon. 

(2)  The  Government  will  secure  the  eooi)eratlon  of  these  powerful  Interests 
In  keeping  full  the  ranks  of  foremen,  locomotive  engineers,  steam-shovel  men, 
and  mechanics  of  all  classes  and  with  the  best  men  of  each  class. 

(3)  The  Government  will  know  exactly  what  the  work  costs  in  every  part, 
and  as  it  progresses,  and  will  kn6w  it  is  only  paying  a  fair  and  reasonable  profit 
on  same. 

(4)  The  plan  offers  everj'  Incentive  for  speedy  and  economical  construction 
by  penalizing  extra  time  and  cost  and  rewarding  better  than  contract  i)erform- 
ance  as  to  either;  The  Govermnent  can  well  afford  to  pay  bonuses  on  time, 
as  the  annual  interest  savtnl  to  it  will  after  five  years  be  double  the  amount 
of  bonus  paid  per  year. 

(5)  By  retaining  control  of  the  work  and  exercising  strict  supervision  through 
its  engineering  force  the  Government  will  protect  itself  against  cheap  or  faulty 
construction. 

(G)  The  financial  resi^onslbilitj'  of  the  asst)clatlon  of  contractors  will  be 
beyond  question,  and  its  bond  for  $3,000,000  will  amply  protect  the  Government, 
in  so  far  as  a  bond  can  be  made  a  protection. 

(7)  The  contract  will  be  more  flexible.  It  will  net  be  necessary  to  settle  In 
advance  all  the  main  details  of  the  work,  which  could  not  subse<iuently  be 
modified  hi  material  respects  under  any  other  form  of  contract  save  with  the 
c<msent:  perhaps  unattainable,  of  the  contractor  and  his  sureties.  Wide  de- 
partures from  the  general  plan  may  subsequently  be  made  without  aflTectlng 
the  real  Interest  of  either  side.  Points  which  at  the  outset  might  otherwise 
be  difficult.  If  not  Impossible,  to  adjust,  may  be  disposed  of  as  they  arise. 

(8)  Friction  will  be  avoided.  Claims  and  counterclaims  inevitably  attendant 
upon  changes  in  the  plans  and  siiecrificatlons,  with  an  accompanying  train  of 
contentions,  will  to  a  great  extent  be  eliminated. 

(9)  Probable  saving  to  the  Government.  No  great  undertaking,  covering  a 
long  period  of  time,  has  ever  been  accompllshwl  without  the  discovery,  during 
its  development,  of  new  methods  and  machinery  which  have  shortened  the  time 
and  cheapened  the  cost  of  the  undertaking.  American  Inventive  genius  Is  not 
dead:  history  will  rei)eat  Itself:  and  the  time  and  cost  of  completing  the  canal 
as  estimated  will  In  all  probability  be  reduced  by  the  application  of  new  prin- 
ciples which  will  be  discovered  as  the  work  progresses.  It  Is  conceivable  that 
the  Government  may  receive  as  the  fruits  of  the  system  of  rewards  embraced 
in  this  plan  savings  sufficient  to  offset  the  entire  percentage  requlretl  to  be 
paid  the  contractor  on  the  estimated  cost  of  the  work. 

(10)  Finally,  a  termination  of  the  contract,  should  It  become  necressary, 
would  be  less  disastrous  to  the  contractor,  while  an  effective  resumption 
of  the  work  would  be  made  easier  to  the  (Tovemment,  owing  to  Its  close 
relations  thereto. 

In  view  of  the  foregoing  considerations  1  strongly  recommend  that  the  In- 
closed Invitation  for  bids  to  complete  the  construction  of  the  canal  on  a 
percentage  basis  be  issued. 

Youi*s,  very  truly,  T.  P.  Shonts, 

Chairman  iHthmian  Canal  Commission. 
The  Secretary  of  War. 


Isthmian  Canal  Commission. 

OFFICE   OF  administration. 

Washington,  D.  C,  October  9,  1906. 

INVITATION  FOR  PROPOSALS  TO  COMPLETE  THE  CONSTRUCTION  OF 
THE  SHIP  CANAL  UPON  THE  ISTHMUS  OF  PANAMA  BETWEEN  THE 
CARIBBEAN  SEA  AND  THE  PACIFIC  OCEAN. 

The  Isthmian  Canal  Commission,  under  authority  of  an  act  of  the  Congress  of  the 
United  States,  approved  June  28,  1902,  the  Executive  orders  issued  by  the  President 
of  the  United  States  and  the  laws  enacted  bvthe  Isthmian  Canal  Commission  thereun- 
der, and  subject  to  all  limitations  imposea  by  the  said  acts  and  orders  and  by  law, 
invites  sealed  proposals  for  the  completion  of  the  construction  upon  the  Isthmus  of 
Panama  of  an  ei^hty-five-foot  lock  level  ship  canal,  having  a  minimum  depth  of  forty- 
one  feet  and  a  minimum  width  at  the  bottom  of  two  hundred  feet^  between  deep  water 
in  the  Caribbean  Sea  and  deep  water  in  the  Pacific  Ocean,  subject  to  the  provisions 
stated  in  the  draft  of  proposed  contract  annexed  hereto. 
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I. — Basis  of  proposal, 

1.  PropoealB  mtist  be  expressed  in  terms  of  a  percentage  upon  the  estimated  cost  of 
the  construction,  fixed  as  nereinafter  provided,  for  which  the  contrsictor  will  agree  to 
do  the  work. 

2.  Proposals  must  be  inclosed  in  sealed  envelopes  maJrked '  'Proposals  for  completing 
the  construction  of  the  Isthmian  Canal,'"  and  must  be  filed  at  the  office  of  the  Isthmian 
Canal  Commission,  Washington,  D.  C,  not  later  than  12  m.,  January  12,  1907,  at  which 
time  and  place  all  proposals  will  be  opened  in  the  presence  of  Uie  proposers. 

II. — Qualifications  of  bidders, 

1.  Any  association  of  American  contractors  in  whatever  form  organized,  le^lly  com- 
petent to  contract,  and  having  an  available  capital  over  all  debts  and  liabilities  except 
those  reasonably  assumed  to  furnish  the  bonas  hereafter  required  to  be  given,  of  five 
million  ($5,000,000)  dollars,  is  qualified  to  submit  proposals. 

2.  Each  proposal  must  be  accompanied  b>r  a  certified  check  on  or  certificate  of 
deposit  in  a  bank  or  trust  company  of  the  United  States  acceptable  to  the  Isthmian 
Canal  Commission,  and  made  payable  to  the  order  of  the  chairman  thereof,  or  by  bond, 
in  eood  security,  in  form  attached,  for  the  amount  of  two  hundred  thousand  ($200,000) 
doUars.  Such  checks  or  certificates  may  be  held,  deposited,  or  collected  by  the  Com- 
mission in  its  discretion.  The  same,  or  their  proceeds,  will  be  returned  to  unsuccess- 
ful bidders  upon  the  rejection  of  their  bids,  and  to  the  successful  bidder  upon  the  for- 
mal execution  of  a  contract  with  the  Commission  in  the  form  hereto  annexed,  secured 
by  bond  with  approved  security  in  the  sum  of  two  million  ($2,000,000)  dollars,  for  the 
faithful  performance  thereof.  Should  the  successful  bidder  fail  to  enter  into  such  con- 
tract within  fifteen  davs  after  the  acceptance  of  his  bid,  such  check,  certificate  of 
deposit,  or  the  proceeas  thereof,  shall  be  forfeited,  or  the  bond  substituted  therefor 
diall  become  forthwith  payable,  as  liquidated  damages  for  said  failure. 

in.— Bonds. 

1.  The  bidder  shall  submit  with  his  proposal  the  names  of  the  surety  or  sureties 
whom  he  proposes  to  give  upon  the  bond  to  secure  the  performance  of  his  contract, 
accompanied  by  a  statomont  from  them  that,  should  the  award  be  made  to  the  said 
bidder,  they  will  execute  the  bond  for  the  performance  of  the  contract  in  the  form 
hereto  annexed.  Among  the  conditions  contained  in  said  bond  shall  be  a  provision 
that  the  surety  shall  not  be  discharged  by  reason  of  any  failure  of  the  Commission 
to  give  the  contractor  or  the  surety  any  notice  provided  for  under  the  proposed 
contract;  a  provision  that  the  surety  shall  not  be  released  by  reason  of  any  change 
in  the  terms  of  the  said  contract,  but  that  any  such  change  shall  only  be  a  ground 
for  reducing  the  liability  of  the  surety  under  the  contract  to  the  extent  to  which 
the  surety  can  show  that  the  damages  for  which  it  is  answerable  have  been  enhanced 
thereby;  and  a  provision  that,  in  any  suit  on  the  bond,  any  award  or  assessment  of 
damages  by  the  Chief  Engineer  shall  have  the  same  effect  against  th^  surety  as 
against  the  contractor. 

2.  If  for  any  cause  or  at  any  time  the  surety  or  sureties  givert  by  the  contractor 
should  be  deemed  insufficient  by  the  Commission,  sureties  satisfactory  to  the  Com- 
mission shall  be  substituted  within  thirty  days  after  notice  to  that  effect  by  the  chair- 
man of  the  Commission. 

IV. — General  directions  to  bidders. 

The  Commission  in  selecting  the  bidder  to  whom  it  will  award  the  contract  here- 
under, will  exercise  its  discretion  for  the  purpose  of  securing  a  contractor  who  shall 
be  capable  in  its  judgment  to  properly  and  efficiently  fulfill  the  conditions  and  require- 
ments of  the  proposed  contract.  To  aid  the  Commission  in  the  selection  of  such 
contractor,  eacn  bidder  must  fully  state  what  organization,  facilities  and  experience 
he  commands  for  undertaking  the  work,  and  with  what  organizations  and  credit  or 
means  of  credit  he  will  carry  out  such  contract.  The  names  and  addresses  of  all  per- 
sons interested  with  the  bidder  in  his  proposal  shall  be  submitted  with  his  proposal. 
If  partnerships  are  interested,  the  names  and  addresses  of  the  firm  members  shall  be 
given.  If  corporations  are  interested,  a  certificate  showing  the  place  of  organization 
of  the  corporation,  the  amount  of  capital  stock  paid  in,  the  excess  of  its  assets  over  all 
liabilities  and  the  names  and  addresses  of  its  officers  and  directors  shall  be  furnished. 
The  proposal  shall  also  state  that  it  is  made  without  connection  with  any  other  bidder; 
that  It  is  in  all  respects  fair  and  free  from  collusion,  and  that  no  Member  of  Congress, 
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official,  or  employee  of  th^  Government  of  the  United  States,  of  the  Canal  Zone, 
or  of  the  Isthmian  Canal  Commission  is  interested  therein;  and  it  must  also  be  sworn  to 
in  the  form  annexed  before  a  notary  public  or  oUier  officer  authorized  to  administer 
oaths. 

V. — Inforrruition  furnished  by  Commission, 

Plans  and  specifications,  in  so  far  as  they  have  been  adopted,  will  be  supplied  pros- 
pective bidders  upon  demand,  but  must  be  regard (h1  as  a  general  guide  only  ana  not 
as  conclusively  binding  upon  the  Commission.  The  Conmiission  will  also  afford  the 
freest  opportunities,  both  in  the  United  States  and  on  the  Isthmus,  for  the  investiga- 
tion of  the  Commission's  working  force  and  the  terms  under  which  each  member 
thereof  is  employed,  for  the  inspection  of  all  contracts  entered  into  or  obligations 
assumed  by  the  Commission,  and  for  the  examination  of  the  state  of  the  work  and  the 
conditions  upon  which  it  may  be  expected  to  be  carried  on. 

VI. — Rejection  of  bids. 

The  Commission  reserves  the  right  to  reject  anjr  bid.  In  case  none  of  the  bids  is 
satisfactory  the  Commission  will  reject  all  and  either  throw  open  the  proposals  to 
foreign  competition  or  proceed  with  the  work  without  contract. 

T.  P.  Shonts,  Chaimum. 


Proposal. 


The  Isthmian  Canal  Commission, 

Washington,  D.  C. 
Sirs: 


hereby  propose  to  complete  the  construction  of  a  ship  canal  upon  the 

Isthmus  of  Panama,  between  the  Caribbean  Sea  and  the  Pacific  Ocean,  subject  to  all 
the  conditions  and  requirements  contained  in  the  circular  invitation  of  the  Isthmian 
Canal  Commission,  as  reissued  December  15,  1906,  and  the  terms  and  conditions  con- 
tained in  the  form  of  contract  thereto  annexed,  which  are  made  a  part  of  this  proposal, 

for per  centum  upon  the  estimated  cost  of  the  construction  to  be  fixed  as  in  said 

contract  provided;  and agree  that  if  this  proposal  should  be  accepted,  

will,  within  fifteen  (15)  days  thereafter,  enter  into  a  contract  for  the  completion  of  the 
said  canal  secured  by  bond  as  in  the  forms  annexed. 

The  following  representations  are  made  in  compliance  with  the  requirements  of 
your  invitation  for  proposals,  and  are  warranted  to  be  correct: 

(1)  Names  and  aa dresses  of  all  persons  interested  in  this  proposal. 

[If  partnerships  are  interested,  give  the  names  and  addresses  of  the  firm  members; 
if  corporations  are  interested,  give  the  names  and  addresses  of  the  officers  and 
directors.] 

(2)  Financial  standing,  credits,  and  means  of  credit  of  individuals,  partnerships, 
and  corporations  interested  in  this  proposal. 

[If  a  corporation  is  interested,  a  copy  of  the  articles  of  association  should  be  attached, 
together  with  a  certificate  showing  tne  amount  of  capital  stock  paid  in  and  the  excess 
of  assets  over  all  liabilities.  If  a  partnership  is  interested,  a  certificate  should  be 
attached  showing  the  capital  of  the  partnership  and  the  excess  of  its  assets  over  all 
liabilities.  Similar  detailed  information  should  also  be  furnished  as  to  individuals 
interested  in  the  bid.] 

(3)  The  facilities  for  prosecuting  work  commanded  by  individuals,  firms,  or  partner- 
ships interested  in  this  proposal  and  their  past  experience  in  carrying  out  substantial 
construction  contracts. 

This  proposal  is  made  without  connection  with  any  other  bidder,  is  in  all  respects 
fair  and  free  from  collusion,  and  no  Member  of  Congress,  official  or  employee  of  the 
Government  of  the  United  States,  of  the  Canal  Zone,  or  of  the  Isthmian  Canal  Com- 
mission is  interested  herein. 


This  day,  before  me,  a  notary  public  for ,  appeared ,  to 

me  personally  known,  and  known  by  me  to  be  the  individual  whose  signature  i8 
annexed  to  the  foregoing  proposal,  and  said  that  the  statements  therein  contained  are 
true. 

Witness  my  hand  and  seal  this day  of ,  1907. 
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(When  surety  company  is  surety.) 
Bond  on  Proposals. 
Know  all  men  by  these  presents,  That  we as  principal  — ,  and  - 


-  (name  of  surety  company)  a  corporation  existing  under  the  laws  of  the  State  of 
-  as  surety,  are  held  and  firmly  bound  unto  the  United  States  of  America, 


in  the  sum  of  two  hundred  thousand  dollars  ($200,000),  for  which  payment,  well  and 
truly  to  be  made,  we  bind  ourselves,  our  heirs,  executors,  administrators,  and  suc- 
cessors, jointly  and  severally,  firmly  by  these  presents. 

CONDITIONS. 

The  conditions  of  the  above  obligation  are  such,  that  any  award  made  b)r  the  Isth- 
mian Canal  Commission  to  the  above-bounden  principal,  under  a  public  invitation 
for  completing  the  construction  of  a  ship  canal  upon  the  Isthmus  of  Panama,  shall  be 
accepted  by  said  principal  forthwith,  and  the  said  principal  shall  enter  into  a  contract 
for  the  completion  of  the  construction  of  said  canal,  and  give  bond  with  good  and  suf* 
ficient  sureties,  to  be  approved  by  the  Conmiission,  for  the  faithful  performance  thereof 
in  the  forms  annexed  to  said  invitation.  And  the  undersigned  bind  themselves, 
their  heirs,  executors,  administrators,  and  successors,  in  case  the  said  principal  shall 
fail  to  enter  into  such  contract  and  furnish  such  bond  within  fifteen  (15)  days  after 
such  award,  to  pay  the  said  Isthmian  Canal  Commission  for  and  on  behalf  of  the  United 
States  of  America  two  hundred  thousand  ($200,000)  dollars  as  liquidated  damages  for 
such  failure. 

In  witness  whereof,  the  principal  hereto  has  caused  the  same  to  be  executed  by  its 

S roper  officer  thereto  duly  authorized  under  a of  its^ , 
ated  the day  of ,  190 — ,  and  the  surety  hereto  has  caused  the  same  to  be 

executed  by  its  proper  officer  thereto  duly  authorized  under  a of  its  « 

,  dated  the day  of ,  190—. 

Executed  in  triplicate  this day  of ,  190 — . 

Attest: 


[seal.]  By 

as  its 


(Principal.) 


[seal.]  By 

as  its 


(Surety.) 


Form  of  Contr.\ct. 

An  agreement  for  the  construction  of  a  lock-level  ship  canal  upon  the  Isthmus  of 
Panama  between  deep  water  in  the  Caribbean  Sea  and  deep  water  in  the  Pacific 

Ocean,  entered  into  this dav  of ,  1907.  between  the  United  States  of  America 

by  and  through  the  Isthmian  (5anal  Commission,  hereinafter  called  the  Commission, 

and ,  the  accepted  bidder,  under  a  public  invitation  for  proposals  to 

complete  the  construction  of  the  said  canal,  hereinafter  called  the  Contractor. 

Article  I. — Work  to  be  done  by  the  Contractor. 

The  work  to  be  done  by  the  Contractor  shall  be  construction  work  proper,  and  shall 
comprise  the  following  items  and  all  work  of  actual  construction  necessarily  connected 
therewith : 

1.  Dredging,  clearing,  and  excavating  canal  from  the  locks  at  either  end  of  the  canal 
to  deep  water. 


o  Board  of  Directors  or  other  governinfi;  body  of  the  principal.  A  copy  of  the  by-law  or  of  the  record 
of  proc(*eding8  of  the  governing  body  of  the  corporation,  showing  the  authority  of  the  officer  or  officers 
executing  the  bond  for  the  principal,  munt  accompany  or  be  attached  to  the  bond— the  same  to  }je  certified 
by  the  custodian  of  such  records  under  the  corporate  seal,  to  be  a  true  copy.  If  the  authority  was  given 
by  resolution,  enough  of  the  records  will  be  copied  along  with  the  resolution  to  show  that  it  was  adopted, 
and  the  entire  matter  copied  (not  simply  the  resolutton)  will  be  certified  to  be  a  true  copy.  If  the 
authority  is  a  by-law,  the  wording  of  the  executing  clause  will  be  altered  accordingly. 

*  President  or  other  officer  authorized  to  sign  for  the  principal.  A  copy  of  the  record  of  the  selection 
of  the  officer  or  officers  executing  the  bond  for  the  principal,  certified  by  the  custodian  of  such  records, 
under  the  corporate  seal,  to  be  a  true  copy,  must  accompany  or  be  attached  to  the  bond,  unless  the  reso- 
lution authorizing  its  execution  gives  the  names  of  the  officer  or  officers,  in  which  case  no  other  evidence 
of  their  official  character  is  required. 
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2.  Construction  of  the  proposed  dam  at  Gatun  and  of  the  dam  or  dams  at  or  near  the 
southern  or  Pacific  end  of  the  canal. 

3.  Construction  of  all  locks  and  regulating  works  at  either  end  of  the  canal  and 
wherever  located. 

4.  Dredging,  clearing,  and  excavating  canal  from  the  dams  at  either  end  to  the 
Culebra  Cut. 

5.  Excavation  and  completion  of  the  Culebra  Cut  and  revetments  and  the 
approaches  thereto. 

6.  Removal  and  reconstruction  of  the  Panama  Railroad  upon  lines  of  relocation 
to  be  fixed  by  Chief  Engineer  of  the  Commission. 

7.  Removal  and  transportation  of  all  spoil  of  whatsoever  character,  whether  by 
land  or  water,  to  such  points  or  places,  and  the  disposition  thereof  in  such  manner, 
as  may  be  designated  by  the  said  Chief  Engineer. 

8.  The  quarrying,  transportation,  and  dressing  of  all  stone  required  for  masonry 
work,  the  manufacture  ana  transportation  on  the  Isthmus  of  concrete,  the  transporta- 
tion and  preparation  on  the  Isthmus  of  timber,  or  other  materials,  except  finished 
metallic  parts,  used  in  the  proper  execution  of  the  above  work  and  constituting  a 
part  of  the  completed  structure  and  the  appliances  adjunct  thereto  and  necessary 
to  the  proper  maintenance  and  operation  thereof. 

9.  All  work  herein  required  to  be  done  shall  be  performed  according  to  the  plans 
and  specifications  furnished  b^  the  Chief  Engineer  of  the  Commission;  but  said  plans 
and  specifications  will  be  subject  at  an^  time  to  such  alterations  and  changes  as  may 
be  deemed  advisable  by  the  Chief  Engineer  or  the  Commission. 

Article  II. — Extra  work. 

Should  the  Commission,  prior  to  the  completion  of  the  canal,  decide  to  cxjnstruct 
breakwaters  at  either  end  of  the  canal,  additional  reservoirs  or  dams,  or  additional 
auxiliarv  works  of  any  character,  the  Contractor  shall  have  the  right  to  and,  if 
required,  shall  construct  the  same  upon  the  terms  upon  which  he  agrees  hereunder  to 
perform  the  work  upon  the  canal  proper:  but  a  supplemental  estimate  of  the  cost  and 
time  for  the  completion  of  the  said  additional  works  shall  be  made  by  an  engineering 
committee,  such  as  is  hereinafter  provided  for,  in  the  same  manner  as  the  estimate  is 
provided  to  be  made  by  the  onginal  engineering  committee  of  the  coet  and  time 
required  for  the  construction  of  the  canal  proper. 

Article  IIJ.— Plant  and  facilities  fumUhed  by  the  Commission. 

The  Commission  agrees  to  furnish,  free  of  ( ost  to  the  Contractor,  plant,  facilities,  and 
means  as  follows: 

1.  All  locomotives,  care,  steam  shovels,  drills,  cranes,  dredges,  tugs,  scows,  dumps, 
rails,  ties,  and  track  materials,  electric  light  or  jwwer  plants,  and  other  machinery  of  a 
substantial  character  required  to  efficiently  carry  on  tne  construction  work,  and  neces- 
sary worlp  animals  and  equipment :  but  not  hand  tools  or  machinery  of  a  minor  charac- 
ter usually  carried  in  stock,  save  through  its  department  of  materials  and  supplies  as 
hereinafter  provided. 

2.  All  raw  materials  put  into  the  work,  the  machinery  and  appliances  necessary  for 
the  operation  and  protection  of  the  locks  or  other  parts  of  the  canal,  but  not  the  treat- 
ment, shaping,  finishing,  transportation  upon  the  Isthmus,  or  incorporation  into  the 
work  of  such  materials,  nor  the  erection,  or  assembling  of  such  macninery  upon  the 
Isthmus;  cement,  explosives,  oil,  coal,  fuel,  and  at  the  election  of  the  Commission, 
electricity  for  the  proper  operation  of  any  rolling  or  floating  stock  or  other  machinery 
used  by  the  Contractor  in  the  performance  of  his  work  upon  the  lethmus:  Provided, 
however,  That  the  Commission  may,  in  ite  discretion,  transfer  to  the  Contractor  the 
manufacture  of  cement  or  explosives,  if  it  should  be  found  that  either  can  be  properly 
made  upon  the  Isthmus,  ana  the  manufacture  upon  the  Isthmus  of  metallic  parts  of 
the  locks  and  auxiliary  works  of  the  canal,  the  cost  of  such  manufacture  to  be  added 
in  such  case  to  the  total  estimated  cost  of  the  canal  as  hereinafter  provided  to  be 
arrived  at. 

3.  Construction  tracks  already  built  in  a  condition  not  less  efficient  than  now  exist- 
ing; but  additional  construction  tracks,  including  the  relocation  of  those  turned  over 
to  the  Contractor,  must  be  built  by  the  Contractor. 

4.  Quartere  for  the  proper  housing  of  all  necessary  employees  of  the  Contractor;  but 
the  Commission  shall  oe  allowed  reasonable  time  for  the  construction  of  quarters  addi- 
tional to  those  now  existing. 

5.  Warehouses  for  the  storage  of  the  Contractor's  tools  and  supplies. 

6.  Hospitals  and  hospital  service  for  sick  employees  of  the  Contractor. 
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7.  Office  buildinffB  for  the  accommodation  of  the  Contractor's  clerical  and  adminis- 
trative force  actually  employed  upon  the  Isthmus  in  connection  with  tlie  construction 
of  the  canal. 

8.  Transportation  of  the  Contractor's  employees,  employees'  families,  and  supplies 
over  the  Panama  Railroad,  and  employees  and  employees'  families  over  the  Panama 
Bailroad  Steamship  lines  at  rates  not  greater  than  one-half  the  regular  published 
tariff  rates.  The  Contractor  shall  also  be  at  liberty  in  all  cases,  where  the  transporta- 
tion facilities  afforded  by  the  Panama  Railroad  Steamship  Line  are  not  sufficient  for 
the  needs  of  the  Contractor's  business,  to  emi)loy  such  other  lines  of  transportation  as 
he  sees  fit,  until  such  time  as  the  Panama  Railroad  Steamship  Line  is  in  condition  to 
resume  or  furnish  sufficient  service  to  the  Contractor. 

9.  Free  telegraph  and  telephone  service  upon  the  Isthmus  necessary  to  the  actual 
efficient  discharge  of  the  Contractor's  business. 

10.  Free  trackage  rights  over  the  Panama  Railroad  Company's  tracks  for  the  work 
trains  of  the  Contractor,  from  canal  cuttings  to  dump  grounds,  or  docks  when  neces- 
sary, and  return;  and  as  a  part  of  this  obligation,  the  Commission  will  assume  the  cost 
of  constructing  such  additional  trackage,  yards,  or  other  facilities  of  the  Panama  Rail- 
road as  may  be  essential  to  the  proper  execution  by  the  Contractor  of  the  work  herein 

Srovided  for,  the  amount  and  character  of  such  work  being  always  subject  to  the 
irection  and  approval  of  the  Chief  Engineer  of  the  Commission. 

11.  Water  for  offices,  engines,  shovels,  drills,  dredges,  and  other  purposes  for  which 
it  is  reasonably  required  for  the  prosecution  of  the  work. 

12.  Commissary  stores  which  will  be  open  to  the  Contractor  and  his  employees  upon 
the  same  terms  as  to  the  Commission's  own  employees.  The  Commission  will  also 
supply  from  its  other  departments,  so  far  as  it  may  have  the  same  available,  tools  and 
supplies  which  it  is  not  tne  duty  of  the  Commission  to  furnish  free  hereunder  upon  the 
terms  of  cost  plus  the  usual  handling  charges. 

13.  Mess-house  privileges  for  Contractor's  employees  equal  to  those  at  any  time 
extended  to  the  employees  of  the  Commission.    The  Contractor  shall  also  have  the 

Srivilege  of  taking  over  and  operating  upon  his  own  account  such  mess  houses,  either 
irectly  or  by  contract  with  a  third  party,  subject  in  all  cases  to  the  direction  and 
approval  of  the  (^hief  Engineer  with  respect  to  prices,  privileges,  and  general  methods, 
and  subject  to  the  duty  to  furnish  to  the  Commission's  employees  accommodations  in 
all  respects  equal  to  those  furnished  to  the  Contractor's  own  employees.  Mess  or 
lodging  houses  furnished  by  the  Commission  to  the  Contractor,  or  any  subcontractor, 
shall  be  subject  to  daily  inspection  by  the  Chief  Engineer  or  his  agents,  and  all  direc- 
tions, and  modifications  which  the  Cliief  Engineer  may  deem  nece&sary  for  the  proper 
housing  and  feeding  of  such  employees,  shall  at  once  be  carried  into  effect  by  the 
Contractor.  Any  profit  or  loss  arising  from  the  operation  by  the  Contractor  of  mess 
houses,  shall  be  deoiled  against  or  credited  to  the  Contractor. 

14.  The  ecjuipment  which  the  Commipsion  under  this  article  agrees  to  supply  it 
will  also  maintain:  and  it  will  to  that  end  operate  and  properly  furnish' and  supply 
such  machine  and  other  shops  i\s  may  he  necessary,  but  this  ooli^tion  shall  not  extend 
to  the  making  of  repairs  whi(^h  are  ordinarily  known  as  outside,  yard,  or  running 
repairs  which  mut;t  be  made  hy  the  Contractor. 

15.  The  Commission,  to  the  extent  to  which  its  machine  shops  may  be  adequate, 
will  manufacture  or  repair  for  the  r<>ntractor  such  minor  machinery  and  tools  as  can 
be  economically  and  conveni(  ntly  manufactured  or  repaired  at  the  said  shops,  charg- 
ing the  Contractor  therefor  actual  cost  plus  fifteen  per  cent. 

16.  The  judgment  of  the  Chief  Engineer  of  the  Commission  shall  in  all  cases  be  con- 
trolling as  to  the  extent  and  character  of  the  facilities  to  be  supplied  by  the  Commission 
imder  this  article. 

Article  IV. — Functions  resented  to  the  Comjtiission. 

The  Commission  will  retain  control  of — 

1.  All  engineering  work  in  connection  with  the  construction  of  the  canal,  including 
surveys  and  the  general  direction  and  control  of  the  construction  work  to  be  done  by 
the  Contractor  with  the  right  to  fully  inspect  same. 

2.  Municipal  engineering,  including  the  construction  of  waterworks,  sewers,  roads, 
and  streets  wherever  located. 

3.  The  governmental  and  police  department. 

4.  The  sanitary  and  hospital  department. 

5.  The  commissary  department. 

6.  Mess  houses,  except  in  so  far  as  the  same  may  be  taken  over  by  the  Contractor 
as  hereinbefore  providecl  for,  and  the  inspection  of  the  same  in  that  event. 

7.  Quarters. 

8.  The  construction  and  maintenance  of  buildings. 
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9.  The  operation  of  the  Panama  Railroad. 

10.  An  auditing  department,  which  shall  have  control  over  the  books  and  accounts 
of  the  Contractor,  witn  authority  to  direct  the  manner  in  which  all  accounts  relating 
to  expenditure  upon  the  canal  construction  by  the  Contractor  shall  be  kept  and  to 
which  department  the  books  and  accounts  of  the  Contractor  shall  at  all  times  be  open. 

11.  A  aepartment  of  materials  and  supplies. 

12.  And  generally,  all  powers,  rights,  and  privileges  not  herein  specifically  ceded 
to  the  Contractor. 

Article  V. — To  he  supplied  by  the  Contractor. 

1.  The  Contractor  shall  furnish  and  employ  all  labor,  foremen,  superintendents, 
clerks,  general  office  staff,  and  furnish  all  tools  and  machinery  of  a  minor  character 
necessary  to  efficiently  operate  the  plant  and  carry  out  the  work  to  be  undertaken 
hereunder. 

2.  He  shall  make  all  repairs  commonly  known  as  outside  repairs  upon  equipment 
and  machinery  employed  oy  him. 

Article  VI. — Obligations  to  be  assumed  by  Contractor. 

1.  The  Contractor  shall  begin  the  actual  work  of  construction  within  sixty  days  from 
the  siming  of  this  contract. 

2.  He  shall  take  over  into  his  own  emplovment  all  employees  on  the  Isthmus  upon 
the  pay  rolls  of  the  Commission  at  the  time  that  he  begins  work,  except  such  employees 
as  the  Commission  may  reserve  to  its  own  use.  Employees  on  what  is  known  as  the 
''gold  list"  taken  over  by  the  Contractor  under  this  article  shall  not  be  dischaiged 
nor  shall  their  salaries  be  reduced  except  for  cause,  and  then  only  when  their  dischitfge 
or  salary  reduction  is  approved  by  the  Chief  Engineer  of  the  Commission. 

3.  He  shall  assume  and  carry  out  all  contracts  that  may  have  been  entered  into  bv 
the  Commission  for  the  supply  and  employment  of  foreign  or  other  labor,  and  shall 
execute  in  connection  therewith  such  agreements  or  papers  as  may  be  required  by  the 
Commission. 

4.  He  shall  scrupulously  abide  by  all  the  rules  and  regulations  that  may  be  put 
into  force  from  time  to  time  by  the  sanitary  department  of  the  Commission,  and  shall 
issue  all  orders  required  of  him  by  the  Commission  for  the  proper  observance  and  enforce- 
ment of  said  rules  and  regulations. 

5.  He  shall,  on  written  notice  from  the  chairman  or  Chief  Engineer  of  the  Commis- 
sion, discharge  for  cause  any  employee  who  may  be  in  his  service. 

6.  He  shall  complv  with  all  laws  of  Congress  or  of  the  government  of  the  Canal  Zone 
with  respect  to  the  nours  of  labor,  character  of  employees,  and  other  matters  in  so  far 
as  the  same  may  be  applicable  in  the  work  undertaken  by  him;  and  all  provisions  of 
law  bearing  upon  the  performance  by  the  Contractor  of  this  contract  shall  be  regarded 
as  incorporated  into  and  made  a  part  hereof,  whether  expressed  or  not. 

7.  He  shall  perform  all  work  embraced  in  this  contract  in  the  most  thorough  and 
workmanlike  manner,  and  subject  to  the  approval  of  the  Chief  Engineer  of  the  Com- 
mission, with  the  highest  regard  for  the  safety  of  life  and  property,  and  in  accordance 
with  the  plans,  specifications,  and  drawings  furnished  by  the  Chief  Engineer  of  the 
Commission,  and  subject  to  his  orders  and  directions. 

8.  No  material  shall  be  put  into  the  work  by  the  Contractor  of  which  the  Chief  Engi- 
neer may  disapprove;  but  failure  by  the  Chief  Engineer  to  disapprove  of  unsound 
materials  or  the  improper  preparation  or  use  of  material  shall  not  exempt  the  Con- 
tractor from  liability  to  the  Commission  for  damage  or  extra  expenditure  occasioned 
thereby,  unless  the  Contractor  in  doubtful  cases  shall  have  requested  of  the  Chief  Engi- 
neer in  writing  a  definite  approval  of  any  particular  materials  or  any  specified  prepara- 
tion or  use  thereof  and  the  Chief  Engineer,  after  a  reasonable  time,  nas  faO^  to  act 
upon  the  request.  The  cost  of  replacing  or  repairing  damages  due  to  the  use  of  defect- 
ive materials  or  any  specified  preparation  or  use  thereof  after  the  Contractor  has  dis- 
charged his  full  duties  under  this  section  shall  be  reimbursed  the  Contractor  as  a  part 
of  the  current  payments  to  him.  and  shall  be  added  to  the  estimated  cost  of  complet- 
ing the  canal  as  fixed  by  the  engineering  committee  hereinafter  provided  for. 

9.  He  shall  carry  on  the  construction  work,  if  required,  during  the  night  as  well  as 
during  the  day.  and  in  such  shifts  as  the  Chief  Engineer  shall  direct. 

10.  He  shall  subject  to  such  indemnity  as  is  provided  for  in  Article  VII,  assume  and 
be  responsible  for  all  just  legal  claims  for  injuries  or  wrongs  inflicted  upon  persons  and 

Property  by  his  own  act  or  that  of  any  of  his  employees,  except  property  and  land 
amages  necessarily  occasioned  by  the  orderly  construction  of  the  canca  and  auxiliary 
works. 

11.  He  shall  not  assign  or  transfer  this  contract  or  any  interest  therein  without  the 
written  consent  of  the  Commission. 
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12.  He  shall  not  enter  into  subcontracts  for  the  performance  of  the  work  to  be  under- 
taken hereunder  without  the  written  consent  of  the  Commission;  and  as  a  condition 
precedent  to  seeking  the  consent  of  the  Commission  shall  furnish  the  Commission  with 
a  written  statement  as  to  the  nature  of  the  proposed  subcontract  and  the  leading  provi- 
sions thereof,  and  with  detailed  information  concerning  the  proposed  subcontractor  or 
subcontractors  their  financial  standing  and  resources  their  facilities  for  prosecuting 
the  work  of  canal  construction,  and  such  other  information  as  may  be  required  of  him 
with  respect  to  them  or  any  of  them. 

13.  In  all  cases  where  subcontracts  are  entered  into  with  the  approval  of  the  Com- 
mission, and  bonds  are  taken  by  the  Contractor  to  secure  the  performance  of  such  sub- 
contracts, such  bonds  shall  be  taken  subject  to  assignment  to  the  Commission,  and 
shall  be  so  assigned,  as  additional  security  for  the  performance  by  the  Contractor  and 
subcontractor  of  this  contract. 

14.  He  shall  maintain  upon  the  Isthmus  an  agent  upon  whom  all  notices  required 
or  proper  to  be  served  hereunder  upon  cither  Himself,  his  sureties,  or  any  subcon- 
tractor, may  be  served,  and  who  shall,  in  addition,  be  authorized  to  accept  service  of 
legal  process  on  behalf  of  himself,  his  sureties,  or  any  subcontractor  at  the  suit  of  the 
Commission  or  any  private  person. 

15.  He  shall  be  responsible  to  the  Commission  for  all  injuries  or  damages  inflicted 
upon  the  plant  with  wnich  he  may  be  intrusted  by  the  Commission  and  upon  the  canal 
or  any  of  its  auxiliary  works  by  the  negligence  of  himself  or  any  of  his  employees  or 
subcontractors,  or  the  employees  of  sucn  subcontractors;  but  shall  not  be  responsible 
for  any  depreciation  in  the  value  of  the  plant  or  material  intrusted  to  him  or  any  of  his 
subcontractors  or  employees  by  the  Commission,  attributable  to  ordinary  wear  and 
tear.  Damages  inflicted  under  this  clause  shall  be  estimated  by  the  chief  engineer, 
subject  only  to  revision  by  the  chairman  of  the  Commission,  and  the  same  shall  be 
deducted  from  the  percentage  earned  by  the  Contractor  under  this  contract,  if  any, 
or  if  no  percentage  snail  have  been  earned,  the  said  damages  shall  be  paid  by  the  Con- 
tractor or  his  surety. 

Article  Yll.— Payments. 

1.  Payments  will  be  made  to  the  Contractor  by  the  Commission  on  or  about  the  fif- 
teenth day  of  each  month  in  current  coin  of  the  United  States  or  its  equivalent,  either 
in  Panama,  Washington,  or  New  York  City,  as  the  Contractor  may  elect,  covering  the 
cost  of  the  actual  construction  work  done  by  the  Contractor  or  his  subcontractors  upon 
the  canal  during  the  preceding  calendar  month,  including  therein  cost  of  labor  and 
of  procuring  labor,  superintendence  and  clerical  service  on  the  Isthmus,  transporta- 
tion of  employees  whose  pay  is  chargeable  against  the  Commission  hereunder  to  and 
from  the  Isthmus,  overtime  paid  to  employees,  wages  paid  to  employees  when  sick, 
if  allowed  by  the  Chief  Engineer,  current  purchases  of  tools  and  repairs  made  by  the 
Contractor,  and  the  actual  cost  to  the  Contractor  of  any  materials  put  into  the  work; 
and  excluding  the  cost  of  organization,  administration,  legal  and  general  expenses 
of  the  Contractor,  interest,  taxes,  cable  service,  commissary  purchases  and  the  cost 
of  runnine  the  mess  houses,  should  the  Contractor  take  over  the  same,  and  all  expenses 
to  which  ne  shall  have  been  put  by  reason  of  his  own  negligence  or  inelTiciency,  or  by 
reason  of  the  supply  of  any  unsound  or  imperfect  materials  or  any  imperfect  prepara- 
tion or  use  of  material  contrary  to  the  provisions  of  this  agreement,  and  all  expenses 
not  directly  connected  with  the  construction  work  which  he  may  have  incurred  on  his 
own  account:  Provided,  haivever,  That  two-thirds  of  the  actual  cost,  including  legal 
expenses,  to  the  Contractor  or  subcontractors  of  meeting  valid  legal  claims  of  employees 
or  others  for  damages  for  injury  or  death  due  to  the  actual  work  of  canal  construction, 
or  of  compromising,  when  approved  by  the  (.Commission,  any  claims  for  such  damages 
shall  be  included  in  the  monthly  payments  above  provided  for.  \\'here  subcontract- 
ors are  employed  by  the  Contractor  upon  a  percentage  basis,  only  such  payments 
will  be  maac  to  the  Contractor  on  account  of  such  subcontractors  as  would  be  made 
in  the  event  the  Contractor  had  done  the  work  directly. 

2.  Payments  will  be  made  upon  certificates  signed  by  some  designated  official  of 
the  Contractor  upon  the  Isthmus,  and  the  Chief  Engineer  of  the  Commission,  accom- 
panied by  vouchers  showing  in  detail  such  expenditures  as  are  authorized  under  this 
article. 

Article  VIII. — Firud  compensation. 

Upon  the  completion  of  the  construction  work  upon  the  canal  proper,  and  the  final 
acceptance  by  the  Chief  Engineer  or  the  Commission  of  the  work  done  by  the  Contractor, 

there  will  be  paid  to  the  Contractor per  centum  upon  the  total  estimated  cost  of 

construction  as  fixed  by  the  engineering  committee  under  Article  IX  hereof,  subject 
to  the  following  conditions: 
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1.  If  the  total  actual  cost  of  the  construction  upon  the  basis  prescribed  in  Article 
VII  shall  exceed  the  total  estimated  cost  of  construction  as  fixed  bv  the  engmeering 
committee  as  hereinafter  provided,  there  shall  be  deducted  one-half  per  centum  from 
the  per  centum  otherwise  payable  to  the  Contractor  for  each  five  million  ($5,000,000) 
dollars,  or  half  fractional  part  thereof,  by  which  the  actual  cost  shall  exceed  the  esti- 
mated cost.  If  the  actual  cost  shall  fall  below  the  estimated  cost,  the  Contractor 
shall  receive  in  addition  to  the  stipulated  percentage  upon  the  estimate  of  the  engineer- 
ing committee  one-third  of  the  difference  between  such  actual  cost  and  the  estimated 
cost.  In  no  event  shall  the  Contractor  receive  a  percentage  upon  any  pjart  of  the 
actual  cost  exceeding  the  estimated  cost,  unless  tne  estimated  cost  be  increased, 
as  herein  provided. ' 

2.  If  the  construction  work  upon  the  canal  proper  herein  provided  for  shall  not 
be  completed  by  the  Contractor  within  the  time  fixed  by  the  engineering  conunittee, 
the  Contractor  shall  forfeit  as  lic^uidated  damages  for  each  month  that  the  work  of 
construction  shall  exceed  the  estimated  time  for  the  construction  one  hundred  thou- 
sand ($100,000)  dollars;  if  it  shall  be  completed  by  him  in  less  time,  he  shall  be  paid 
a  premium  of  one  hundred  thousand  ($100,000)  dollars,  in  addition  to  all  other  com- 
pensation earned  hereunder,  for  each  month  less  than  the  estimated  time  in  which 
ne  shall  have  completed  it:  Provided,  however.  That  the  damages  assessed  under  this 
section  shall  not  in  any  event  exceed  the  percentage  otherwise  payable  to  the  Con- 
tractor and  the  amount  of  the  Contractor's  oond  to  secure  performance. 

3.  If,  however,  at  the  end  of  any  year  of  the  Contractor's  work,  or  at  the  option  of 
the  Chief  Engineer  at  the  end  of  any  shorter  period,  the  cost  of  construction  nas  not 
exceeded  nor  the  rate  fallen  below  the  proportionate  estimated  cost  or  rate  of  con- 
struction, the  Commission  will  pay  to  the  Contractor  two-thirds  of  the  agreed  per- 
centage upon  the  actual  cost  to  such  date;  but  if  at  any  subsequent  time  the  cost 
shoula  exceed  or  the  rate  fall  below  the  proper  proportionate  cost  or  rate,  no  further 
portion  of  the  agreed  percentage  shall  be  paid  until  the  arrears  of  cost  and  rate  are 
made  up. 

4.  No  allowance  shall  be  made  the  Contractor  for  any  interruption  or  suspension 
of  the  work  hereunder,  unless  the  same  shall  be  due  to  an  act  of  God  or  a  public  enemy, 
or  an  order  of  the  Commission,  or  failure  or  unreasonable  delay  of  the  (Commission  to 
maintain  or  furnish  such  plant  or  materials  as  it  agrees  hereunder  to  maintain  or 
furnish,  or  failure  to  fairly  perform  any  material  act  which  hereunder  it  agrees  to 
perform.  Where  the  suspension  or  interruption  of  work  is  due  to  any  of  tlie  last- 
mentioned  causes  the  time  of  suspension  or  interruption  shall  be  added  to  the  esti- 
mated time  for  the  construction  of  the  canal. 

5.  If  any  suspension  of  the  work  should  be  due  to  a  default  or  order  of  the  Commis- 
sion, and  such  suspension  should  exceed  one  year,  the  contract  may  be  treated  as 
terminated  by  the  Contractor,  who  shall  thereupon  become  entitled  to  receive  such 
percentage  as  he  may  have  earned  upon  the  work  actually  done.  At  such  time  also  an 
estimate  shall  be  made  by  the  Chief  Engineer  to  ascertain  whether  the  work  to  such 
time  has  proportionately  exceeded  or  fallen  behind  the  estimated  cost  and  time;  and 
proportionate  profits  and  premiums  or  deductions  shall  be  credited  to  or  charged  against 
the  Contractor  accordingly. 

6.  All  questions  with  reference  to  the  percentage  or  profits  earned  by  or  payable  to 
the  Contractor  hereunder,  the  deductions  therefrom,  or  premiums  thereon,  or  the 
increase  of  the  estimated  period  of  construction,  attributable  to  the  above-named 
causes,  shall  be  determined  by  the  Chief  Engineer  of  the  Commission,  subject  only  to 
appeal  to  the  chairman  of  the  Commission. 

Article  IX. — Method  of  estimating  cost  and  time  of  constmction  of  canal. 

1.  Within  ten  days  from  the  execution  of  this  contract  the  Contractor  shall  nomi- 
nate two  engineers  of  approved  standing,  who.  together  with  three  engineers  to  be 
nominated  by  the  the  Commission  within  the  same  period  of  time,  shall  constitute  an 
engineering  committee.  One  of  the  three  engineers  nominated  by  the  Commission 
shall  be  the  Chief  Engineer  of  the  Commission,  who  shall  be  the  chairman  of  the  engi- 
neering committee.  The  said  engineering  committee  thereupon,  upon  a  consideration 
of  all  available  data,  and,  if  in  their  judgment  it  be  deemed  expedient,  upon  personal 
investigation  of  the  work  to  be  performcMl  upon  the  Isthmus  and  of  the  conditions  pur- 
rounding  the  same,  shall  estimate  the  total  reasonable  cost  of  completing  the  construc- 
tion of  tne  canal  as  herein  outlined  and  as  may  be  more  particularly  defined  in  the 
Elans  and  specifications  for  the  construction  of  the  canal  submitted  to  said  committee 
y  the  Commission.  In  arriving  at  the  said  estimated  reasonable  cost  the  committee 
shall  carefully  take  into  account  all  the  services  to  be  performed  and  the  means,  facili- 
ties, and  materials  to  be  supplied  by  the  Commission  in  the  construction  of  the  said 
canal,  as  hereinabove  proviaed  for,  and  shall  exclude  from  the  estimated  coet  the  value 
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of  same  and  all  interest  charges  of  whatsoever  character,  cost  of  right  of  way  and  land 
damages,  and  all  expenses  incurred  by  the  Commission  in  discharging  the  portion 
of  the  work  reserved  to  it,  and  the  organization,  administration,  le^l,  general,  and 
other  expenses  of  the  Contractor  for  which  he  is  not  entitled  to  be  reimbursed  imder 
the  terms  of  Article  VII.  and  shall  make  no  allowance  for  losses  or  damages,  legal  or 
otherwise,  attributable  to  the  acts  of  himself  or  employees  and  subject  to  be  sustained 
by  him,  nor  any  allowance  for  contingencies. 

2.  The  engineering  committee  shall  likewise,  from  similar  data  and  investigations, 
estimate  the  reasonable  time  for  the  construction  of  the  canal  with  the  facilities  afforded 
to  the  Contractor  under  the  terms  of  this  contract.  In  fixing  the  said  time  they  shall 
assume  that  the  Contractor  will  at  all  times  employ,  on  a  basis  of  eight  hours  a  day  for 
American  labor  and  ten  hours  a  day  for  foreign  labor,  a  force  of  laborers  and  employees 
upon  the  actual  work  of  construction  or  the  superintendence  thereof  equal  to  the  num- 
ber that  can  be  efficiently  employed,  having  due  regard  tq  the  progressive  condition  of 
the  work,  and  that  he  will  be  supplied  by  the  Commission  with  the  plant  hereinbefore 
described  necessary  to  fully  employ  his  working  forces. 

3.  The  committee  shall  also  submit  alternative  estimates  of  time  and  cost,  based 
upon  night  work  and  two  shifts  a  day  of  ten  hours  each  for  foreign  and  eight  houi-s  for 
American  labor,  and  also  upon  continuous  work  with  three  shifts  a  day  of  eight  hours 
each,  and  shall  formulate  a  rule  by  which  these  estimates  may  be  increased,  or  dimin- 
ished, according  to  the  time  that  the  work  may  be  carried  on  upon  one  or  the  other  of 
these  several  bases. 

4.  If,  at  any  future  time,  the  plans  and  specifications  for  the  construction  of  the 
canal,  as  submitted  to  the  said  engineering  committee,  shall  be  materially  altered  in 
anyrespectjOrif  itshallbemade  to  appear  to  the  President  of  the  United  States  that 
the  estimates  of  the  committee  are  based  upon  physical  data  so  erroneous  as  to  materi- 
ally affect  the  estimated  cost  and  time  of  construction,  or  that  the  estimates  have  be- 
come substantially  inequitable  by  reason  of  the  intervention  of  an  act  of  God  or  a  pub- 
lic enemy,  or  for  any  other  material  cause  which  shall  not  have  been  taken  into  account 
by  the  engineering  committee  in  making  their  estimate,  and  for  which  the  Contractor 
is  not  responsible,  or  that  the  annual  average 'scale  of  wage,  after  the  exercise  of  due 
economy  upon  the  part  of  the  Contractor  substantially  exceeds  or  falls  below  that  taken 
as  a  standard  by  tne  engineering  committee  in  making  their  estimates,  and  the  esti- 
mates can  not  be  amended  by  the  application  of  any  rule  formulated  by  the  committee 
under  the  requirements  of  this  contract,  the  said  committee,  or  a  new  committee 
formed  in  the  same  manner  as  the  original  committee,  shall,  upon  written  notice  of 
either  the  Commission  or  Contractor,  provided  the  same  be  given  within  sixty  (60J 
days,  or  in  the  proper  case  upon  notice  from  the  President,  promptly  convene,  ana 
modify  the  estimate  as  to  the  cost  or  time,  or  both,  by  adding  to  or  tating  therefrom 
the  cost  or  time  fairly  attributable  to  the  changes  made  in  said  nlans  and  specifica- 
tions, to  the  use  of  such  erroneous  data,  to  such  act  of  God  or  a  public  enemy,  to  such 
other  cause,  or  to  such  change  in  the  average  scale  of  wage. 

5.  The  construction  of  breakwaters  cither  to  protect  the  Atlantic  or  the  Pacific  end 
of  the  canal  shall  not  be  included  in  the  estimate  of  the  said  committee  of  the  cost  and 
time  of  the  construction  of  the  said  canal.  Should  the  Commission  subseouently 
decide  upon  the  construction  of  breakwaters  or  upon  the  construction  of  any  additional 
reservoirs  or  dams  or  other  works,  not  provided  for  in  the  plans  and  specifications  at  the 
time  of  their  submission  to  the  engineering  committee,  supplemental  estimates  shall 
be  made  by  the  committee,  or  a  sitbilar  committee  to  be  appointed  in  its  place,  of  the 
cost  and  time  required  for  the  construction  of  such  breakwaters  reservoirs,  dams,  or 
other  works  upon  the  same  basis  as  the  estimates  are  made  for  the  time  and  cost  of  the 
completion  of  the  canal  proper. 

6.  The  estimates  of  the  time  and  cost  of  the  main  canal  construction  work  herein 
contemplated  shall  be  completed,  if  possible,  but  with  due  re^rd  to  the  importance 
of  the  subject,  within  ninety  (90)  days,  and  in  any  event  within  six  (6)  months  from 
the  signiM  of  this  contract,  and  shall  fix  the  cost  and  time  as  of  the  date  when  com- 

Sleted.     From  the  estimated  cost,  the  cost  of  any  construction  work  upon  the  canal 
one  by  the  Commission  after  such  date  shall  be  deducted,  and  to  the  estimated  cost 
the  cost  of  any  work  done  by  the  Contractor  before  such  date  shall  be  added . 

Article  X. — Default  by  the  Contractor. 

1.  Should  the  Contractor  at  any  time  fail  to  observe  any  of  the  material  obligations 
of  this  contract,  or  should  he  fail  at  any  time  to  proceed  with  reasonal)le  diligence  in 
the  construction  of  the  canal  so  that  after  executing  delays  due  to  acts  of  God  or  public 
enemies  or  an  order  or  default  of  the  Commission,  or  to  any  other  cause  which  under 
the  terms  of  this  agreement  shall  entitle  the  Contractor  to  an  extension  of  the  estimated 
time  for  completion,  the  canal,  in  the  judgment  of  the  Chief  Engineer,  can  not  be  com- 
pleted within  twenty  (20)  per  centum  more  than  the  estimated  time;  or  should  the  Con- 
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tractor  fail  to  keep  employed  at  work  upon  the  canal  a  force  of  workinginen  sufficient 
in  the  judgment  of  the  Chief  Engineer  to  complete  the  canal  within  twenty  per  centum 
more  than  the  estimated  time,  or  should  the  Contractor  within  three  months  after  notice 
from  the  Chief  Engineer  fail  to  increase  the  working  force  to  any  extent  prtscribed  by 
the  Chief  Engineer  within  the  number  that  can  be  efficiently  employed  upon  the  said 
work,  having  due  regard  to  its  progressive  condition;  or  should  tne  work  done  by  the 
Contractor  in  the  judgment  of  the  Chief  Engineer  be  done  in  an  unworkmanlike  manner, 
or  in  violation  of  the  directions  of  the  Chief  Engineer;  or  should  any  materials  put  into 
the  dams,  locks  auxiliar>'  works  or  other  parts  of  the  canal  by  the  Contractor  contrary 
to  the  provisions  of  this  agreement  be  unsound  or  defective,  and  such  as  in  the  judg- 
ment of  the  Chief  Engineer  are  calculated  to  impair  the  structural  strength  and  effi- 
ciency of  the  Canal;  or  should  the  Contractor's  current  actual  cost  of  construction  at 
any  time,  in  the  judgment  of  the  Chief  Engineer,  exceed  by  more  than  twenty  per 
centum  tliat  part  of  the  tot^l  estimated  cost  of  construction  properly  proportionaole 
thereto;  or  should  the  Contractor  become  insolvent  or  pass  into  the  hands  of  a  receiver; 
or  should  the  Contractor  fail  to  satisfy  or  secure  any  judgment  that  may  be  rendered 
against  him  within  thirty  days  after  the  same  shall  go  to  execution  or  become  incapac- 
itated for  the  proper  discharge  of  his  duty  under  this  contract,  by  reason  of  legal  or 
other  complications,  the  Commipsion,  through  the  chairman,  may  by  ten  days'  written 
notice  served  upon  the  Contractor  declare  the  Contractor  to  be  in  default. 

2.  In  any  case  in  which  the  Contractor  is  declared  to  be  in  default,  as  aforesaid,  the 
Commission  may  CD  either  allow  the  (Contractor  to  resume  work  upon  the  canal,  sub- 
ject to  such  conditions,  forfeitures,  and  penalties  as  it  may  impase,  or  (2)  take  posses- 
sion of  and  assume  control  and  direction  of  the  work  of  tlie  construction  of  the  canal, 
and  may  complete  it  either  directly  through  its  own  agents  or  employees,  or  (3)  may 
recontract  any  unfinished  work  privately  or  by  public  advertisement  upon  the  basis 
herein  outlined,  or  on  any  other  basis,  to  any  contractor  or  contractors  that  it  may 
select;  and  in  any  event  may  chai^ge  against  the  Contractor  and  his  sureties  the  addi- 
tional cost  of  doing  the  work  which  the  Contractor  agrees  under  his  contract  to  do,  and 
may  collect  the  same  from  the  Contractor  or  his  sureties,  as  damages,  and  should  the 
construction  of  the  canal  be  delayed  beyond  the  estimated  time  by  the  default  of  the 
Contractor,  mav  collect,  in  addition,  from  the  Contractor  or  his  sureties  for  each  month 
in  excess  of  tlie  estimated  time  the  liquidated  damages  provided  for  under  this 
contract. 

3.  And  in  any  and  all  of  the  foregoing  events,  the  Commission  shall  have  the  right  to 
withhold,  pending  the  final  adjustment,  any  balance  otherwise  due  the  Contractor,  and 
proceed  in  the  courts  of  the  United  States  against  the  Contractor  or  his  sureties  forth- 
with, or  at  any  later  period  that  it  may  deem  advisable,  to  collect  any  damages  that  it 
may  be  entitled  to  either  in  law  or  in  equity,  whether  damages  specified  herein  or 
damages  additional  thereto  allowed  by  law:  Provided  always,  Tnat  the  aggregate 
damages  for  which  the  Contractor  may  be  held  liable  under  this  contract  shall  not  exceed 
the  percentage  and  premiums  otherwise  pavable  to  the  Contractor  and  three  million 
($3,000,000)  dollars  in  addition  thereto. 

4.  The  Contractor  and  his  sureties  covenant  that  in  all  cases  where  the  Commission 
BO  elect,  the  damages  sustained  by  reason  of  the  default  of  the  Contractor  may  be  aaseesed 
by  the  Chief  Engineer,  subject  to  review  by  the  Chairman  of  the  Commission;  and  the 
final  award  of  damages  as  determined  by  the  Chief  Engineer  or  Chairman  shall  be  paid 
to  or  recovered  by  the  Commission  from  the  Contractor  or  his  sureties,  under  the  terms 
of  the  Contractor's  bond,  or  the  Commission  or  the  United  States  may  sue  to  recover 
the  actual  damages  sustained,  treating  the  said  award  oa  prima  facie  evidence  of  the 
damages  sustained  and  throwing  upon  the  Contractor  and  his  sureties  the  burden  of 
showing  that  the  said  award  was  the  result  of  fraud  or  collusion  upon  the  part  of  the 
Chief  Engineer  or  Chairman,  or  that  it  was  arrived  at  contrary  to  the  provisions  of 
this  contract. 

Article  XI. — Termination  of  contract  when  Contractor  is  not  in  default. 

1.  Irrespective  of  any  default  upon  the  part  of  the  Contractor,  the  Commission 
reserves  the  right  to  terminate  this  contract  at  any  time  in  its  discretion  upon  the  terma 
of  paying  to  the  Contractor  the  entire  cost  of  the  work  performed  by  him  to  such  time, 
ascertained  in  the  manner  hereinbefore  provided,  the  percentage  earned  by  him  upon 
such  cost  and  two  hundred  and  fifty  thousand  ($250,000)  dollars  additional:  Proi'iSwf, 
That  the  total  amount  payable  to  the  Contractor,  including  debits  against  him  author- 
ized under  the  contract,  shall  not  in  any  event  be  less  tnan  five  hundred  thousand 
($500,000)  dollars,  and  provided  further,  that  should  the  Contractor  have  done  at  such 
time,  in  the  judgment  of  the  Chief  Engineer,  less  than  one-third  of  the  work  contracted 
to  be  done,  he  shall  be  paid  one  (1)  per  centum  additional.    At  such  time  also  an  esti- 
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mate  shall  be  made  by  the  Chief  Engineer  to  ascertain  whether  the  work  to  such  time 
has  proportionately  exceeded  or  fallen  behind  the  estimated  cost  and  time,  and  pro- 
portionate profits  and  premiums  or  deductions  shall  be  credited  to  or  charged  against 
the  Contractor  accordingly. 

Article  XII. — Decisionof  the  Chief  Engineer. 

The  decision  of  the  Chief  Engineer  in  the  absence  of  fraud,  misconduct,  or  a  palpable 
error  apparent  on  the  face  of  any  decision  or  award,  and  to  the  extent  that  it  shall  not 
be  moaified  by  the  Chairman  of  the  Commission,  shall  be  conclusive  and  binding  upon 
the  Contractor:  (1)  Upon  all  questions  submitted  under  the  foregoing  provisions  of  this 
contract  to  his  determination.  {2)  Upon  the  question  whether  there  has  been  a  sub- 
stantial breach  of  contract  upon  the  part  of  the  Contractor.  (3)  Upon  the  question 
whether  the  Contractor  is  in  aefault.  (4)  Upon  the  character  and  extent  of  the  dam- 
ages sustained  by  the  Commission  or  the  United  States  from  any  breach  of  contract  or 
default  upon  the  part  of  the  Contractor. 

Article  XIII. — Definitions. 

1.  '* Commission"  means  the  present  Isthmian  Canal  Commission,  or  any  successor 
thereof,  or  any  individual,  officer,  or  department  of  the  United  States  to  whom  or  to 
which  the  duty  of  constructing  or  arranging  for  the  construction  of  the  Isthmian  Canal 
may  hereafter  be  intrusted  by  law  or  executive  order;  and  "Chairman  of  the  Com- 
mission" means  any  successor  exercising  the  Chairman's  present  functionsi  All 
action  reserved  to  the  Commission  hereunder  may  be  executed  and  carried  out  by  its 
Chairman.  Any  rights  secured  to  the  Commission  hereunder  shall  also  be  deemed 
rights  secured  to  the  United  States  of  America,  and,  if  that  course  be  deemed  advisable, 
may  be  enforced  in  the  name  of  the  United  States. 

2.  ''Chief  Engineer"  means  the  Chief  Engineer  of  the  Isthmian  Canal  Commission, 
or  any  successor  thereof,  or  any  deputy  or  substitute  that  ma^  be  designated  by  the 
said  Commission,  or  its  successor.  In  all  cases  where  action  is  provided  to  be  taken 
by  the  Chief  Engineer,  similar  action  taken  by  the  Commission  or  its  successor  shall 
be  equally  effective. 

3.  ** Engineering  committee"  means  either  the  original  engineering  committee,  or 
any  similar  conmiittee  that  may  be  appointed  in  its  place;  it  not  being  contemplated 
that  the  engineering  committee  will  oe  maintained  as  a  permanent  oi^nization. 

4.  ** Contractor"  means  contractors,  or  the  employees  of  any  contractor,  or  any 
subcontractor  or  employees  when  doing  the  work  of  the  principal  contractor,  or  the 
successors  or  assigns  of  the  Contractor. 

5.  -'He,"  "his,"  or  **him"  means  in  the  proper  case  *'it"  or  "its,"  "they," 
"their,"  or  "them."* 

6.  "Surety"  means  "sureties,"  and  whatever  is  required  of  any  one  surety  shall 
be  required  of  all. 

In  witness  whereof,  the  Isthmian  Canal  Commission  and have  caused 

this  contract  to  be  executed  in  triplicate  the  year  and  date  first  above  mentioned. 


Attest: 


[When  both  principal  and  surety  are  corporations.] 
Bond  for  Fulfillment  of  Contract. 

Know  all  men  by  these  presents,  that ,  a  corporation  existing  under 

the  laws  of  the  State  of as  principal,  and ,  a  corporation  existing 

under  the  laws  of  the  State  of as  sm-ety,  are  held  and  firmly  bound  imto  the 

United  States  of  America  in  the  penal  sum  of dollars  (I ),  for  which 

payment,  well  and  truly  to  be  made,  we  bind  ourselves,  and  our  successors,  jointly 
and  aeverallv,  firmlv  by  these  presents. 

Given  under  our  hands  and  seals  this day  of ,  nineteen  hundred 

coNDrrioNS. 

The  conditions  of  the  above  obligation  are  such  that  if  the  said  above-bounden 

,  or  its  successors,  sh3l  well  and  truly,  and  in  a  satisfactory  manner 

fulfill  the  contract  hereto  annexed,  for  the  completion  of  the  construction  of  a  ship 
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canal  upon  the  Isthmus  of  Panama,  and  shall  promptly  make  payments  to  all  persons 
supplying  him  with  materials  and  labor  in  the  prosecution  of  the  work  contemplated 
by  the  contract,  this  obligation  shall  be  void,  otherwise  shall  remain  in  full  force 
and  virtue. 

It  is  further  agreed  that  the  surety  hereon  shall  not  be  discharged  by  reason  of  any 
failure  of  the  Commission  to  give  the  Contractor  or  the  surety  any  notice  provided  for 
under  the  said  contract,  and  that  the  surety  shall  not  be  released  by  reason  of  any 
change  in  the  terms  of  said  contract,  but  that  any  such  change  shall  only  be  a  ^und 
for  reducing  the  liability  of  the  surety  under  the  contract  to  the  extent  to  which  the 
surety  can  show  that  tne  damages  for  which  it  is  answerable  have  been  enhanced 
thereby;  and  that  in  any  suit  hereon  any  decision  or  assessment  of  damages  by  the 
chief  engineer,  to  the  extent  that  it  may  not  be  modified  as  provided  in  saia  contract, 
shall  have  the  same  effect  against  the  surety  as  against  the  Contractor. 

In  witness  whereof,  the  principal  hereto  has  caused  the  same  to  be  executed  by  its 

proper  officer  thereto  duly  authorized  under  a of  its dated  the day 

of ,  190 ,  and  the  surety  hereto  has  caused  the  same  to  be  executed  by  its 

proper  officer  thereto  duly  authorized  under  a of  its dated  the ^day 

of ,  190 . 

Executed  in  triplicate  this day  of ,  19 

Attest: 


[seal.]  By 

as  its  - 


[seal.]  By  - 

as  its 


(Principsl.) 


(Surety.) 


[Indorsement.] 

Proposal  for  completion  of  construction  of  ship  canal  upon  the  Isthmus  of  Panama. 
Submitted  by . 


GENERAL   INSTRUCTIONS   TO    BIDDERS. 

1.  Postage  must  be  prepaid  in  full  on  all  bids  mailed  to  this  office, 

2.  No  person  in  the  service  of  the  Isthmian  Canal  Commission  will  render  assistance 
in  the  preparation  of  proposals  or  supply  information  with  respect  to  any  actual  or 
prospective  bidders. 

3.  Proposals  should  be  submitted  on  blanks  furnished  herewith.  They  must  be 
siened  by  the  bidder  with  his  usual  signature  in  full,  and  should  give  his  business 
address.  If  proposals  are  made  by  a  firm,  the  firm  name  should  be  signed  by  one  of 
the  members;  if  by  a  corporation,  they  should  be  signed  with  the  name  of  the  corpo- 
ration, followed  by  the  sienature  of  an  officer,  who  should  file  therewith  evidence 
of  his  authority  to  sign  the  corporate  name. 

4.  Bidders  are  warned  that  any  modifications  of  conditions  or  requirement*,  or 
failure  to  comply  with  the  requirements  of  the  invitation,  will  subject  the  proposal 
to  the  risk  of  being  considered  informal,  at  the  option  of  the  Commission. 

5.  Before,  but  not  after,  the  time  for  opening  bids  any  bidder  may,  by  written  notice, 
withdraw  his  bid,  which  in  that  event  will  be  returned  to  him  unopened. 

6.  The  Commission  will  not  permit  changes  in  bids  after  the  hour  for  opening,  nor 
will  it  assume  the  responsibility  for  making  alterations  or  corrections  therein  at  the 
request  of  bidders,  whether  such  requests  be  received  before  or  after  the  bids  are 
opened. 

7.  Neither  the  laws  nor  regulations  make  allowance  for  errors,  either  of  omm^ssion 
or  commission.  It  will  be  assumed  that  bidders  are  fully  informed  of  these  conditions 
and  requirements  before  submitting  proposals,  and  no  bidder  will  be  relieved  from 
the  renponsibility  assumed  under  his  proposal  upon  a  plea  of  error. 
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THE  PANAMA  CANAL  (X)NTRA(T. 

L  Momorandum  for  the  IVesldent] 
Submitted  on  Behaijp"  of  the  MacArthur-Gillespie  Company. 

I. 

THE   ESSENTIAL   REQUIREMENTS   OF   TUB   ISTHMIAN    CANAL   COMMISSION    RESPECTING 
THE  QUALIFICATIONS  OF  THE  CONTRACTOR. 

1.  The  contractor  must  have  "  an  available  capital  oyer  all  debts  and  liabili- 
ties, except  those  reasonably  assumed  to  furnish  the  bonds  hereafter  required 
to  be  given,  of  |5,000,000,"  and  he  milst  submit  with  his  proiiosal  "  the  names  of 
the  surety  or  sureties  whom  he  proposes  to  give  uiK)n  the  bond  to  secure  the 
performance  of  his  contract  *  *  *."  (Quoted  from  invitation  for  pro- 
|M>sal8.) 

2.  A  "  group  <'omiX)sed  of  contractors  who  have  achieved  a  significant  success 
iu  at  least  one  of  the  departments  of  construction  involvetl  in  the  present  under- 
taking and  whose  combined  experience  covers  the  whole  task,''  *  ♦  *  to  the 
end  that  the  **  Goveniment  will  get  the  benefit  of  the  combined  efforts  of  the 
l>est  and  most  exi)erienced  contractors  In  the  world,  each  In  charge  of  a  depart- 
ment in  which  he  is  a  specialist  and  cooperating  with  other  specialists  *  ♦  *." 
(Quoted  from  ('hairman  Shonts's  letter  to  the  Secretary  of  War,  dated  August 
2t>.  19(KI,  a  copy  of  which  ac<^mpanied  the  invitation  for  proposals.) 

II. 

THE    COMPLIANCE    OF    THE    MACARTHUR-GILLESPIE    COMPANY    WITH    THE    FOREGOING 

REQUIREMENTS. 

/.  RcifponHibUitu  and  sitretivs. — Before  its  bid  was  made  the  MacArthur- 
(iiliespie  Company's  entire  capital  stock  of  .$5,000,000  had  been  subscribed  by 
responsible  subscril)er»— $2,000,000  by  the  (contractors  and  $3,000,000  by  the 
bankers.  The  liability  upon  the  bond  is  distributed  among  the  various  Indi- 
viduals Interested  in  the  contracting  concerns.  In  such  amounts  that  there  can 
be  no  reasonable  doubt  as  to  the  ability  of  each  surety  to  respond  upon  his 
bond. 

2.  Experience  and  professional  qualifications  of  the  group  of  contractors  by 
irhom  the  MavArthiir-Oillcspic  Company  iras  organized. —  (a)  Each  of  the 
four  contractors  comprising  this  group  has  had  special  exi)erience  in  an  im- 
portant "department  of  construction  involved  in  the  present  undertaking" 
and  their  "  combine<l  experience  covers  the  whole  task." 

MacArthur  Brothers  Company  have  had  an  exceptionally  wide  experience  as 
general  railroad  contractors  and  as  builders  of  dams,  canals,  and  locks. 

The  T.  A.  (Jlllespie  Company  has  had  special  exi)erience  In  heavy  masonry 
construction,  also  in  building  canals,  dams,  and  locks. 

The  si)eciaity  of  the  Atlantic,  Gulf  and  Pacific  Company  is  dredging,  and 
particularly  hydraulic  dreilging,  in  which  field  it  is  perhaps  the  most  Important 
contractor  In  the  world. 

,T.  G.  White  &  Co.  are  preeminent  in  organizing  work  in  foreign  countries, 
Including  the  Tropics,  and  in  all  forms  of  construction  Involving  electricity. 

The  volume  of  the  combined  average  annual  contracting  and  engineering 
<>l)erations  of  the  four  concerns  is  probably  three  times  as  great  as  the  probable 
annual  average  of  the  work  to  be  done  upon  the  Panama  Canal. 

The  following  is  a  brief  summary  of  some  of  the  important  accomplishments 
of  these  four  contracting  concerns : 

MACARTHIR    BUOTIIKHS    COM  TAXY. 

The  business  of  this  company  was  founded  by  the  grandfather  of  the  present 
active  managers,  and  has  been  successfully  conducted  for  about  eighty  years. 
The  following  is  a  summary  of  some  of  the  more  imiJortant  work  accomplished 
or  in  progress: 

The  Wachusett  dam,  in  Massachusetts,  the  largest  artificial  reservoir  in  the 
United  States. 

The  first  water-iwwer  canal,  at  Suult  Ste.  Marie,  Mich. 
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Twenty  masonry  locks  and  large  dams  for  the  United  States  (loverniuent  ami 
the  States  of  Xew  York  and  Illinois. 

Four  sections  of  the  Chicago  Drainage  Canal. 

The  entire  work  of  preparing  the  World's  Fair  grounds  at  Chicago  In  18ltt. 

Several  thousand  miles  of  heavy  railroad  construction.  Including  portions  of 
many  of  the  principal  trunk  lintw  of  the  United  States. 

TIIK    T.    A.    OILhKSriK    COMPANY. 

The  business  of  this  company  was  founded  by  its  present  head,  T.  A.  Gilles- 
pie, about  twenty  years  ago.     The  work  of  this  c*ompany  includes : 

Dam,  canal,  and  ix)wer  house  at  Whitney,  N.  C.  This  work  Is  now  in  progress 
and  Involves  and  expenditure  of  upwards  of  $4,(KM),000. 

Reservoirs,  dams,  etc..  for  the  East  Jersey  Water  Company. 

Canal  and  iK>wer  house  for  the  St.  Lawrence  Power  Company  at  Massena. 
N.  Y. 

Five  dams  and  locks  for  the  United  States  Government  on  the  Monongaheia 
and  Ohio  rivers. 

Reservoirs  for  the  cities  of  Xew  York,  Pittsburg.  Allegheny,  Minneapolis,  Erie, 
Troy,  Schenectady-,  and  Atlantic  City. 

Pittsburg  filtration  plant,  now  nearing  (x)mpletiou. 

A  large  amount  of  railroad,  tunnel,  and  pii^e-line  work. 

ATLANTIC.    <}I*LF    AND    PACIFIC    COMPANY. 

This  business  was  founded  by  its  pres€»nt  head,  Mr.  McMullen,  about  thirty 
years  ago. 

This  company  has  17  tx>mplete  dredging  plants,  which  have  an  annual  aggre- 
gate capacity,  under  average  conditions,  of  :^U)0().(M)0  cubic  yards  of  material. 
It  has  a  staff  of  over  50  skille<l  and  exiierlenced  dredging  superintendents  and 
engineers.  It  has  successfully  carrie<l  through  a  great  variety  of  work.  Includ- 
ing the  following: 

Harbor  Improvement  at  Manila  for  the  Insular  government. 

Over  60  dredging  contracts  for  the  War  Department  of  the  United  States. 

Several  canals.  Including  one  7  miles  long  at  Sabine  Pass.  Tex.;  one  5  mlle*« 
long,  connecting  the  Yazoo  with  the  Mississippi  River;. one  between  Oaklaiul 
Harbor  and  San  Leandro  Bay,  C?allfornla ;  the  watenvay  and  Lake  Washington 
Canal  at  Seattle,  and  a  section,  20  miles  long  (now  building),  of  the  Xew  Yorii 
State  Barge  Canal,  between  Lake  Champlain  and  the  Hudson  River. 

J.    Q.    WHITR   A    CO. 

The  business  of  the  company  was  founded  about  fifteen  years  ago  by  J.  G. 
White,  the  present  president  of  the  company.  Among  the  Important  work  of 
this  company  is  the  following: 

Harbor  improvements  at  Cebu  and  Hollo,  P.  I. 

United  States  coaling  station  at  Olongapo,  P.  I. 

The  street  railway  system  of  Manila. 

Numerous  steam  and  electric  railroads,  several  of  them  being  In  foreign 
countries. 

Numerous  railway  and  lighting  Installations  and  hydraulic  plants. 

This  company  now  has  on  hand  upward  of  $20,000,000  worth  of  contracting? 
and  engineering  work. 

III. 

ADVANTAGES   TO   THE   GOVERNMENT   IN    HAVING   THE    PANAMA    CANAL    BUILT  BY 

CONTRACT. 

The  great  contracting  concerns  of  the  country  control  the  best  engineers* 
superintendents,  and  foremen,  to  whom  they  insure  steady  and  permanent  em- 
ployment. Their  organizations  have  been  developed  by  years  of  experience. 
As  already  stated,  the  business  of  MacArthur  Brothers  Company  has  been  in 
existence  for  about  eighty  years;  that  of  the  T.  A.  Gillespie  Company  tot 
twenty  years ;  that  of  the  Atlantic,  Gulf  and  Pacific  Company  for  thirty  years. 
and  that  of  J.  G.  White  &  Co.  for  upward  of  fifteen  years.  The  four  concerns 
together  control  a  large  number  of  engineers  and  superintendents  of  long  expe* 


PANAMA  CANAL  CONTRACT.  69 

rlenee  and  special  skill  in  every  department  of  work  involved  in  the  construc- 
tion of  the  Panama  Canal.  Their  organizations  are , so  large  and  so  complete 
as  to  insure  a  supply  at  all  times  of  a  full  complement  of  efficient  men  for  the 
direction  of  the  work  on  the  Isthmus.  Manifestly  the  Government  can  not 
duplicate  these  organizations.  It  Is  in  no  i)osition  to  promptly  ascertain  who  are 
the  men  best  qualified  for  the  various  classes  of  work,  nor  can  it  compete  with 
private  contractors  in  offering  steady  and  certain  employment  and  satisfactory 
opportunities  for  promotion.  It  is  recognized  in  the  contracting  profession 
that,  other  things  being  equal,  the  good  men  prefer  private  employment  to 
employment  by  the  Government,  because  of  the  better  opportunities  which 
private  employment  affords  for  recognition  and  advancement 

The  gain  in,  economy,  efficiency,  and  dispatch  by  having  large  construction 
operations  carried  through  by  contractors  is  demonstrated  by  the  fact  that 
railroad  and  other  large  corporations  almost  invariably  employ  contractors  in 
their  construction  work.  If  It  is  to  the  advantage  of  these  private  corpora- 
tions, which  are  unhampered  by  legal  restrictions  and  have  iiermanent  and 
efficient  organizations  of  their  own,  to  employ  contractors,  all  the  more  so  is 
it  to  the  advantage  of  the  Government  to  do  so.  The  Government  has  recog- 
nized the  necessity  of  the  contract  system  by  almost  invariably  employing  con- 
tractors in  its  great  construction  work.  Practically  all  of  its  great  work  during 
the  last  quarter  of  a  century  has  been  done  by  contract. 

IV. 

SOMC  OF  THE  REASONS  WHY  THE  PANAMA  WORK  CAN  NOT  BE  SAFELY  UNDERTAKEN 
BY  A  GROUP  OF  RESPONSIBLE  CONTRACTORS  UNDER  THE  PROPOSED  CONTRACT  FOR 
A  LOWER  PERCENTAGE  THAN  12^  PER  CENT. 

1.  The  inference  from  the  attitude  of  contractors  generally. — It  is  a  most 
significant  fact  that  after  the  invitation  for  proposals  had  been  given  the  widest 
publicity  the  group  of  contractors  represented  by  the  MacArthur-Gillespie  Com- 
pany are  the  only  responsible  contractors  qualified  under  the  specifications  who 
have  offered  to  undertake  the  work  at  any  price.  It  is  a  matter  of  common 
knowledge  that  most  of  the  prominent  contractors  of  the  United  States  have 
considered  the  work,  but  after  measuring  the  responsibilities  involved  were 
unwilling  or  unable  to  undertake  it.  It  is  also  an  open  secret  that  several  con- 
tractors endeavored,  without  success,  to  secure  the  necessary  capital  to  qualify 
tliem  as  bidders. 

2.  Actual  expenses  involved. — Before  the  contractor  can  take  any  profit  he 
must  defray  out  of  his  commission  very  considerable  current  expenses,  includ- 
ing interest  upon  working  capital,  compensation  to  sureties,  salaries  of  general 
ofiicers,  administration  and  legal  expenses,  traveling  expenses,  taxes,  rent,  one- 
third  of  the  cost  of  meeting  personal  injury  claims,  and  the  entire  cost  of  meet- 
ing current  claims  for  damages  to  property  caused  by  the  acts  of  the  con- 
tractor's employees.  Conservative  contractors  agree  that  the  expenses  of  this 
character  are  likely  to  amount  to  between  4  per  cent  and  5  per  cent  of  the  pay 
rolls.  Accordingly,  of  a  percentage  of  12^  per.  cent  not  over  7i  or  8  per  cent 
will  be  left  to  provide  a  return  upon  $5,000,000  of  capital  exposed  to  the  numer- 
ous risks  of  the  undertaking  and  to  compensate  the  contractors  for  many  years 
of  hard  work  and  grave  responsibility  and  for  withdrawing  from  a  correspond- 
ing amount  of  work  at  home  offering  perhaps  better  prospects  of  remuneration. 

S,  The  cost  of  securing  $5,000,000  of  capital  and  credit  for  a  l4}ng  period  of 
years. — The  tying  up  by  the  contractors  and  bankers  of  $5,000,000  of  capital 
and  credit  for  the  entire  period  of  the  work,  however  long  that  may  turn  out  to 
be,  in  itself  calls  for  Important  compensation  without  regard  to  the  risks 
involved,  inasmuch  as  the  appropriation  of  this  capital  and  credit  to  the  Pan- 
ama Canal  contract  reduces  by  that  much  the  contractors'  capital  and  credit 
available  for  other  enterprises. 

4'  The  serious  risks  and  responsibilities  imposed  by  the  contract  which  expose 
the  contractor  to  the  danger  of  losing  not  only  his  profits,  but  his  capital. — Con- 
trary to  the  general  assumption,  the  form  of  contract  prepared  by  the  Commis- 
sion imposes  grave  responsibilities  on  the  contractor,  accompanied  by  serious 
fisks,  some  of  which  are  named  below.  This  is  not  said  by  way  of  criticism  of 
the  contract  (which,  for  that  kind  of  a  contract,  is  entirely  fair),  but  simply  to 
make  it  plain  that  this  is  not  an  ordinary  percentage  contract  under  which  the 
contractor  is  little  more  than  the  agent  of  his  employer. 
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(a)  The  contractor  assumes  the  entire  responsibility  for  damages  caused  by 
the  negligence  of  its  own  employees  to  the  enormously  valuable  plant  furnished 
by  the  Government.  Considering  the  circimistances  under  which  the  work  must 
be  conducted  this  resi)onsibilit3'  involves  real  and  serious  risks. 

(b)  The  contractor  assumes  the  entire  resiwnsibillty  of  injuries  to  other 
property  caused  by  the  acts  of  its  own  employees,  excepting  where  the  injurj- 
necessarily  results  from  the  construction  of  the  canal. 

(c)  The  contractor  must  bear  all  expenses  resulting  from  the  "negligence  or 
inefflciency  "  of  Its  employees,  and  must  likewise  at  Its  own  expense  make  good 
all  "imperfect"  work.  This  is  a  serious  responsibility  rarely  imposed  by  per- 
centage contracts  for  railroad  ahd  other  general  contracting  work. 

(d)  Upon  practically  all  questions  affecting  the  contractor's  liability  the  deci- 
sion of  the  chief  engineer  cff  the  Commission  (subject  In  some  cases  to  review  by 
the  chairman)  is  to  be  final  and  conclusive. 

(e)  The  contractor  runs  the  further  risk  of  being  subjected  to  a  penalty  in 
case  the  estimates  of  the  engineering  committee  as  to  time  or  cost  of  construc- 
tion should  be  exceeded.  In  view  of  the  universal  experience  that  enginers, 
esiHK'ially  in  the  case  of  work  where  definite  data  are  not  okjtainable,  are  more 
liable  to  underestimate  than  to  t)verestimate  both  cost  and  time,  conservative 
ffontractors  are  l>ound  to  assume  that,  to  say  the  least,  they  are  quite  as  likely 
to  sulTer  a  ix»nalty  as  to  earn  a  bonus. 

(f)  The  fact  that  the  estimate  of  time  and  (X)8t  is  to  be  made  by  a  committee, 
a  majority  of  whose  members  are  appointed  by  the  Government,  introduces  an 
element  of  uncertainty  and  of  possible  loss,  for  which  an  allowance  must  be 
made. 

o.  Four  contractors  require  more  compensation  than  one. — Inasmuch  as  the 
primary  basis  of  the  contractors'  compensation  und*^r  percentage  contracts  is 
found  in  their  experience,  organization,  and  skill,  it  follow*s  that  a  group  of  four 
contractors  undertaking  a  given  amount  of  work  reciuire  more  comi)ensatiou 
than  a  single  contractor.  The  mere  fact  that  the  work  is  of  such  a  character 
that  a  combination  of  contractors  is  required  indicates  that  It  calls  for  an 
unusual  variety  of  exi)erience  and  skill. 

6*.  Where  the  commission  is  npon  labor  only,  the  percentage  should  be  hiffher 
than  where  it  is  upon  both  labor  and  material. — In  most  percentage  contracts 
the  contractor's  conrtnission  Is  upon  both  materials  and  labor.  The  materials 
usually  constitute  an  Important  part  of  the  work.  Furnishing  of  materials  is 
acknowle<lged  to  be  more  profitable  than  furnishing  lal>or.  because  of  the 
lower  ratio  of  exi)ense.  Accordingly,  where  a  contract  Is  for  labor  only,  the 
percentage  to  the  contractor  should  be  higher  than  when  a  contractor  supplies 
both  material  and  labor. 

7.  Delay  in  receiring  final  profit. — In  this  case  one-third  of  the  contractor's 
commission  is  to  be  witliheld  until  the  completion  of  the  work.  Thus  the 
realization  of  the  major  part  of  the  contractor's  net  profit  Is  iK)stpone<I  for 
several  years. 


THE   REASONABLENESS    OF    THE   PERCENTAGE   OF    12^    PER    CENT    IS    AMPLY    KUPPORTF.I) 

BY   PRECEDENT. 

In  an  apiiendlx  will  l)e  found  copies  of  opinions  of  prominent  engineers  and 
(•ontractors  regarding  the  ix^rcentages  which  are  usual  in  contracts  for  work 
in  the  United  States,  and  In  many  cases  si)eclfylng  the  percentages  paid  under 
specific  contracts.     The  originals  of  these  opinions  are  also  submitted. 

The  percentage  of  12^  i)er  cent  for  the  Panama  work  is  supported  by  ample 
precedents,  and. in  this  connection  It  must  be  remembered  that  in  the  ordinary 
I)ercentage  contract  with  a  private  corporation  most  of  the  elements  of  special 
risk  pointed  out  above  are  absent.  The  ordinary  percentage  contract  between 
a  contractor  and  a  railroad  or  other  private  c'orporation  Involves  no  serious 
risk  to  the  contractor,  so  that  the  jiercentage  Is  comi>ensatlon  to  the  contractor 
for  the  exi)ense  of  carrying  on  the  work  and  for  the  skill,  experience,  and 
organization  which  he  contributes.  Percentage  contracts  rarely  tie  up  a  large 
amount  of  capital,  and,  of  course,  contracts  in  the  United  States,  however  large, 
are  usually  completed  within  two  or  three  years,  so  that  the  contractor's  profit 
is  soon  realized. 

If  contractors  receive  10  i)er  cent  and  upward  for  furnishing  both  labor 
and  material  in  the  United  States,  under  contracts  which  practically  eliminate 
the  element  of  risk,  clearly  12^  per  cent  is  a  moderate  percentage 'upon  work^ 
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of  unusnal  difficulty  and  nui^jiiltiide  in  a  foreign  coimtrj*  located  in  the  Tropics, 
where  the  contractor  fumlsheH  labor  only,  under  a  contract  which  ties  up  for 
nian^'  years  $r>,(XK).000  of  capital  and  credit  and  imi^oses  serious  risks  of  loss 
which  are  not  usual  in  i>ercentaKe  contracts. 
New  York,  Saturday.  January'  19,  1007. 
N'ery  respectfully  submitted. 

Paul  D.  Cbavath. 
George  W.  Wickers  ham. 


Appendix. 


I  Rein;;  letterB  and  telef^raDis  from  leading  englneei'M  and  contractorn  in  n>ply  to  query  ac 
to  what  in  their  opinion  was  a  reasonable  percentage  price,  etc.] 

Park  Row  Building, 
A  CM-  York  City,  January  t9.  1901. 
In  response  to  your  inquiry  as  to  the  i)ercentaf?e  of  profit  usually  allowe<l  con- 
tractors by  the  State  of  New  York  In  its  public  work,  such  as  canal  Improve- 
ment, highway  improvement,  etc,  I  desire  to  state  that  the  usual  allowance 
is  from  10  to  15  i>er  cent.  Of  course  this  is  for  work  done  within  the  State,  in 
close  proximity  to  the  base  of  supplies  for  lal)or.  tools,  plant,  and  materials.  If 
the  work  was  done  In  tlie  Tropics.  I  should  think  this  |)ercentaKe  could  l)e  fairly 
inci-eased. 

My  exiMjrience  in  State  work  has  extended  over  the  last  twelve  years,  during 
which   time   I   was  connected  with  the  State  enj?ineer's  department  and  had 
charge  of  the  expending  of  between  ten  and  fifteen  million  dollars  In  State  work. 
Yours,  truly. 

IIenrv  A.  Van  Alstvne. 
Ex-Staic  Enyineer  and  Surrryor. 


New  Y'ork,  N.  Y..  January  2i,  1907. 

The  inquiry  as  to  my  exi>erlence  and  i)ers(mal  knowledge  on  engineering  con- 
tracting done  on  a  i)erceutage  basis  In  this  ctmntry  has  received  my  careful 
iH)nsideration.  My  experience  in  engineering  contracting  on  a  large  scale  l)egan 
in  18H4  with  my  connection  with  the  PImfuIx  Bridge  Comimny,  of  Philadelphia 
and  New  York,  although  I  had  been  engaged  in  engineering  practice  for  eight 
years  prior  to  that  date.  The  business  of  the  Phcenix  Bridge  Company,  with 
whicii  I  was  connected  in  various  capacities  from  assistant  to  the  chief  engineer 
to  general  manager  from  1S84  to  18JH,  was  the  construction  of  Iron  and  steel 
bridges  chiefly  for  the  railways  of  the  country,  with  o<rasIonal  contracts  for  the 
substructures  or  foundations  of  such  bridges.  From  18Jn  to  the  present  time  I 
liave  lieen  engaged,  among  otlier  things,  as  consulting  engineer  In  charge  of  the 
design  and  construction  of  both  the  foundations  and  sui)erstructures  of  large 
bridges  in  New  York  and  other  places  about  the  countrj*  and  in  the  design  and 
construction  of  other  large  public  works  to  the  extent  of  many  millions  of 
dollars.  This  consulting  and  contract  experience  has  covered  such  constructions 
as  proiKised  bridges  across  the  North  River  at  New  York,  the  San  Pedro  break- 
water at  San  Pedro,  on  the  coast  of  southern  (California,  the  work  of  both  the 
first  and  second  Isthmian  Canal  Commissions,  tlie  department  of  docks  of 
New  Y'ork.  the  aqueduct  commission  of  the  city  of  New  York,  and  the  board  of 
water  supply  of  the  same  city  now  engage<l  ui)on  a  plan  of  additional  supply 
involving  an  estimated  exiiendlture  of  over  ^liVMKKKOOO,  !)esldes  a  variety  of 
engineering  t\)ntract  work  of  less  prominence.  Within  my  own  experience  In 
connection  with  the  works  referred  to  above  wherever  contract  work  has  been 
done  ui)on  n  i)ercentage  basis  that  i)ercentage  has  varle<l  from  10  to  15.  the 
first  being  the  more  usual  value,  while  the  latter  (15  per  cent)  Is  applicable 
to  smaller  works  of  imcertain  character,  or  where  the  contractor  would  supply 
plant  of  an  expensive  or  exceptional  character.  I  know  of  practically  no  cases 
where  the  percentage  has  been  less  than  10  per  cent  or  greater  than  15  per  cent. 

The  method  of  doing  work  on  a  percentage  basis  has  been  much  extende<1 
during  the  past  five  or  ten  years  until  it  may  be  said  to  be  a  rather  common 
practice  for  the  largest  and  heaviest  building  work  In  the  city  of  New  York. 
It  is  within  my  personal  knowledge  that  at  least  one  of  the  largest  and  most 
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experienced  foimdatiou  companies  In  the  city  of  New  York  does  not  only  the 
Ifreater  part  of  Its  contracting?  work  liere  on  a  percentage  basis  varying  from  10  to 
ir>  i)er  cent,  but  also  a  tnibstantlal  part,  perha])s  even  a  majority,  of  Its  fomidation 
work  throughout  the  country  for  large  railroad  i»ori>oratlon8  on  the  same  basis. 
In  cases  where  this  comiMiny  supplies  Its  own  plant,  especially  If  of  an  exixjnslve 
character.  It  receives  15  per  c-ent  as  its  comjiensation,  its  own  organization  being 
applied  to  the  work  under  that  arrangement.  More  frequently,  however,  the 
compensation  ranges  from  10  to  12^  per  cent,  that  percentage  being  applied  to 
the  pay  rolls  and  to  the  costs  of  all  materials  purchased  for  the  work. 

At  least  one  of  the  great  railroads  entering  New  York  City  contracts  on  a 
liercentage  basis  varying  from  10  to  15  per  cent  the  latter  covering  smaller 
work  of  uncertain  character. 

I  may  state  generally  that  the  basis  of  compensation  of  12i  i)er  c'eut  ui>on 
pay  rolls  and  costs  of  materials  purchased  is  a  fair  representation  of  much  of 
the  contracting  now  being  done  in  this  country  in  a  wide  range  of  large  engi- 
neering construction. 

Very  truly,  yours,  Wm.  II.  Burr. 


EvANSTON,  iLi-,  January  20,  1901. 
It  is  usual  to  allow  10  to  15  i>er  cent  on  material  and  labor  in  percentage 
contract. 

Lyma>'  E.  ('oolev. 

New  York.  Jatiu/iry  >1,  1901. 

Dear  Sir:  In  response  to  your  request  for  an  expression  of  my  opinion  and 
experience  In  regard  to  work  done  on  a  i)ercentage  basis,  which,  I  understand, 
you  desire  to  submit  to  President  Roosevelt  In  connection  with  the  consideration 
of  the  Panama  Canal  bids,  I  beg  to  state  that  during  my  experience,  particularly 
In  the  last  seventeen  years,  I  have  known  of  and  had  charge  of,  either  as  prin- 
cipal or  assistant,  several  million  dollars  in  value  of  work  done  on  a  purelv 
I»ercentage  basis — that  Is,  where  a  percentage  was  paid  on  the  entire  cost  of  the 
work.  Including  the  plant. 

It  has  been  the  practice  with  some  of  the  large  corjwrations  with  which  I  have 
l)een  connected  to  do  work  in  this  way  whenever  there  was  need  of  expedition  or 
where  uncertainty  existed  as  to  the  conditions  to  be  met,  and  this  method  was 
eminently  satisfactor>'.  The  commission  In  these  cases  ranged  from  8  to  10  or  12 
l)er  cent.  No  work  Is  done  for  the  city  of  New  York  on  a  iwrcentage  basis,  ex- 
cept to  a  limited  extent,  and  in  these  cases  It  is  the  custom  to  add  15  l»er  cent  to 
the  actual  cost  of  the  work. 

I  looked  over  the  siieclflcations  for  the  Panama  Canal  at  the  time  they  were 
Issued  and  formed  the  opinion  that,  with  the  inicertalntles  existing  on  the 
Isthmns  of  Panama  In  regard  to  climatic  and  other  conditions,  and  particularly 
l>ecause  a  profit  is  to  be  paid  on  only  a  portion  of  the  cost  of  the  work,  15  i)er 
cent  would  be  low.  The  12^  per  cent  bid  by  your  clients  is.  In  my  Judgment,  a 
low  bid  and  one  advantageous  to  the  Government 

Regarding  your  request  for  a  statement  of  my  exijerience,  I  was  for  some  thir- 
teen years  connected  with  the  East  Jersey  Water  Company  and  other  water  couj- 
panles  in  New  Jersey,  during  the  last  four  j'ears  of  that  period  holding  the  i)osl- 
tlon  of  chief  engineer.  These  companies  did  work  of  the  value  of  many  millions 
of  dollars,  some  of  the  most  important  work  being  conducted  on  a  ijercentaire 
basis.  ,  In  1903  I  became  chief  engineer  to  the  aqueduct  commissioners  of  the 
citj'  of  New  York,  and  am  now  chief  engineer,  and  as  such  the  principal  execu- 
tive officer,  of  the  board  of  water  supply  of  the  city  of  New  York,  which  is  In 
charge  of  the  construction  of  an  additional  water  supply  for  the  city,  a  project 
of  equal  or  greater  magnitude  than  the  Panama  Canal. 

Very  truly,  yours,  J.  Waldo  Smith. 


10  Exchange  Place,  New  York. 

Compensation  to  contractors  was,  until  within  the  past  ten  years,  generally 
based  upon  unit  prices  for  the  various  items  of  construction.  Recently,  how- 
ever, the  i)ercentage  method  has  been  largely  used,  such  percentage  being  Imsed 
upon  the  total  cost  of  labor  and  material.  The  percentage  figure  has  been 
quite  generally  about  10  per  cent  and  greater  when  requiring  special  skill. 

In  most  contracts  upon  a  unit-price  basis  there  is  a  provision  for  compensa- 
tion to  the  contractor  for  extra  work  npon  a  percentage  basis,  and  that  per- 
centage is  generally  from  10  to  15  per  cent  upon  cost  of  all  labor  and  material. 

John  Bogabt. 
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Westebn  Maryland  Railroad  Ck)MPANY, 

Cumberland,  Md.,  January  21,  1901. 

Dear  Sir:  Id  connection  with  the  Mac  Arthur  Brothers'  bid  on  the  Panama 
Canal  work,  they  have  asked  me  to  communicate  to  you  such  views  as  I  may 
entertain  in  regard  to  the  reasonableness  of  their  bid,  together  with  any  re- 
marks 1  might  wish  to  make  relative  to  accepted  custom  or  usual  practice  on 
contract  work  executed  under  the  percentage  system.  In  accordance  with  this 
1  telegraphed  you  as  follows: 

"  Contract  work  on  percentage  basis  is  usually  10  to  15  per  cent  on  actual 
cost.  Great  Northern  Railroad  and  other  lines  conform  to  this  usage.  Never 
heard  of  less  than  10  per  cent." 

I  will  further  explain  by  saying  that  I  have  seen  none  of  the  Mac  Arthurs 
or  any  one  else  connected  either  directly  or  indirectly  with  bidding  on  the 
Panama  work  since  the  determination  to  let  that  work  by  contract  was  reached. 
I  have,  however,  known  of  the  work  of  MacArthur  Brothers  Company  for  sev- 
eral years,  and  alx>ut  a  year  ago  they  finished  up  for  us  here  several  million 
dollars'  worth  of  railroad  construction,  involving  heavy  grading,  tunnel  work, 
bridges,  etc.,  all  of  which  was  completed  in  a  very  satisfactory  manner. 

Their  bid  on  the  canal  work,  which.  I  understand,  is  12^  per  cent,  strikes  me, 
as  I  think  it  would  nearly  every  engineer  of  experience  in  construction  work, 
as  being  well  balanced,  fair,  and  reasonable,  and  almost  in  exact  accord  with 
all  precedent  governing  contract  work  when  placed  on  the  percentage  basis. 
I  think  to  most  engineers  it  comes  as  a  matter  of  surprise  that  the  Government 
should  secure  so  low  a  bid  as  one  between  6  and  7  per  cent  from  reputable  and 
responsible  parties. 

An  abnormally  low  bid,  at  least  in  railroad  practice,  is  looked  upon  >vith  some 
apprehension,  for  the  reason  that  too  low  a  margin  against  the  contingencies 
and  responsibilities  involved  may  mean  embarrassment  or  failure  to  the  con- 
tractor and  consequently  to  the  railroad  company  itself. 

It  is  our  opinion  that  it  would  be  ill  advised  for  the  Government  to  place 
this  work  ill  anyone's  hands  but  those  of  the  strongest  c»ontra<'tor's,  and  upon 
such  a  fair  margin  of  perc»entage  as  will  enable  them  to  maintain  their  strength 
and  aggressiveness  throughout  the  entire  length  of  the  work,  and  thuis  mini- 
mize placing  the  Government  in  an  embarrassing  position,  due  to  the  possible 
failure  which  might  ensue  in  placing  the  work  at  too  low  a  margin  of  i)ercent- 
age  to  insure  absolute  stability  in  the  conduct  of  the  work. 

Yours,  truly,  J.  Q.  BarijOW. 


The  City  of  New  York  Aqueduct  Commissioners, 

Chief  Engineer's  Office. 
New  York,  January  2i,  1901. 
Dear  Sir:  In  carrying  on  the  operations  of  this  commission  we  frequently 
have  occasion  to  do  certain  pieces  of  work  on  what  is  called  the  i>ercentage 
basis.     In  these  cases  it  has  been  the  general  rule  to  add  15  per  cent  to  the 
cost  price  for  suiter intendence,  etc.     In  a  piece  of  work  of  great  magnitude,  of 
course,  this  would  be  somewhat  reduced.    A  percentage  of  from  10  to  15  per 
cent  would,  however,  in  my  Judgment,  be  warranted  in  an  undertaking  where 
the  risks  are.  though  uncertain,  bound  to  lie  vei-y  great,  or  where  unforeseen  con- 
tingencies may  cause  very  great  and  unexi)ected  outlays. 
Veiy  truly,  yours. 

Walter  H.  Sears, 

Chief  Engineer, 


The  Board  of  Rapid  Transit  Railroad  Commissioners, 

Sew  York,  January  22,  1901. 
Messrs.  MacArthur  Brothers  have  asketl  me  to  state  what  I  think  would  be  a 
proper  profit  on  contract  work  according  to  my  experience.  I  should  state  that 
I  consider  between  10  and  15  per  cent  a  proper  profit,  the  variation  depending 
upon  the  accessibility  and  the  ease  with  which  the  work  is  conducted,  and  also 
taking  into  account  the  various  risks  in  the  matter. 

Very  truly,  yours,  George  S.  Rice, 

Chief  Engineer. 
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New  York,  January  21,  WOl. 

Keferriiig  to  your  liuiulry  in  regard  to  contract  work  on  a  percentage  basis. 
I  would  state  that  this  system  is  largely  followed  where  conditions  are  unusual 
and  definite  information  lacking.  For  instance.  In  New  York  City  the  laying 
of  the  underground  trolleys  was  nearly  all  done  by  contract  on  the  percentage 
basis  owing  to  the  difficulty  of  forming  an  estimate  of  the  cost  of  moving  the 
various  water  pipes,  gas  pipes,  etc.,  the  exact  location  of  which  was  unknown. 
It  has  also  been  customary  in  sinking  the  foundations  of  large  office  buildings  in 
the  lower  part  of  New  York  City  to  let  these  contracts  on  a  i>ercentage  basis. 
Of  course  in  letting  a  contract  on  this  basis  it  is  absolutely  essential  that  the 
contract  be  given  to  one  who  Is  an  expert  in  that  partiailar  line  of  work,  as 
the  contractor  is  being  paid  the  percentage  for  his  skilled  organization;  and 
if  this  is  lacking  the  principal,  of  course,  obtains  no  benefit.  In  fact,  the  only 
reason  for  giving  a  percentage  contract  to  any  particular  contractor  is  because 
he  is  thoroughly  well  qualified  in  every  respect  to  carry  on  the  work  in  the 
most  efficient  manner.  The  exact  percentage  is  determined  largely  by  condi- 
tions in  each  particular  case.  Generally  speaking,  it  is  customary  to  give  10 
per  cent  on  labor  and  materials  and  from  12^  to  15  per  cent  on  labor  alone.  I 
do  not  know  personally  of  any  case  where  the  i)ercentage  has  gone  lower  than 
10  per  cent  on  materials  and  labor.  Recently  as  consulting  engineer  for  a  sys- 
tem of  railways  in  South  America  I  advised  that  a  contract  be  given  to  a  re- 
sponsible and  exr)erienced  contractor  at  10  per  cent  on  labor  and  materials,  the 
railway  company  furnishing  the  plant.    • 

In  reference  to  ^the  Panama  Canal  contract,  considering  all  its  provisions.  I 
regard  12^  per  cent  as  fair  and  reasonable  when  given  to  such  responsible  and 
Yours,  truly, 

Phimp  W.  Henry. 


New  York,  January  2i^  t^^"*- 

Dear  Sir  :  I  take  pleasure  in  testifying  to  the  advantages  to  be  obtained  by 
letting  work  on  a  *'  cost  [)his  a  i)ercentage  of  i)rofit  basis." 

This  percentage  of  profit  to  the  contractor  must  vary,  of  course,  with  circum- 
stances. If  the  work  to  he  done  is  of  an  ordinary  and  simple  character,  tlie 
prqfit  should  l)e  less  than  where  It  Is  most  c»omplicated  and  most  difficult  to 
manage. 

Ten  i>er  cent  may  be  a  good  i)rofit  In  the  one  case  where  20  or  even  o(> 
l)er  c(*nt  would  not  l)e  too  much  In  the  other,  all  dei)ending  ui)on  the  amount 
of  risk  the  contractor  assumes. 

Then,  again,  the  cost  of  materials  and  applianc(»s,  interest  on  the  capital 
invested  in  plant,  etc..  maintenance  of  a  large  office  force,  etc.,  may  bear  a 
larger  proportion  to  the  cost  of  construction  in  one  case  than  in  another. 

From  the  engineer's  standpoint,  as  distinctly  there  Is  from  the  (contractor's, 
there  Is  an  advantage  In  this  proportion  of  profit  to  the  cost  being  high  enough 
to  encourage  the  contractor  to  do  his  best.  The  application  of  this  fits  alike 
the  contract  let  for  a  *'  lump  sum  "  and  that  on  the  percentage  basis.  The  work 
must  be  let  at  a  fair  price  in  both  cases  In  order  to  secure  well-execute<l 
work,  honestly  done. 

The  reputable  (Contractor  offering  to  do  a  piece  of  work  for  a  lump  sum 
either  must  (piote  a  high  price  to  avoid  the  risk  of  loss  or  else  he  Is  tempted 
to  skimp  his  work  or  resort  to  some  other  exi)edlent  to  come  out  even. 

The  writer  only  this  morning  has  received  a  bid  from  one  of  the  largest  and 
best-known  firms  In  the  country  to  undertake  a  large  contract  for  masonry 
piers  costing  considerably  over  a  million  dollars  at  '*  actual  cost  plus  15  \^v 
cent."  as  he  says.  **  to  cover  his  servk^s  and  profit." 

Trusting  that  i)erhaps  I  have  answered  your  Inquiry  without  saying  any  more, 
I  am. 

Very  truly,  yours.  F.  Stuart  Williamson. 

New  York,  January  19,  1901. 
In  an  engineering  experience  of  over  twenty-seven  years,  during  which  I  have 
had  charge  of  work  costing  several  millions  of  dollars  and  have  been  cognizant 
of  much  more  not  under  my  own  8ui)ervislon,  and  much  of  which  has  been 
done  by  *'  force  accouut,"  the  allowance  to  the  contractors  for  work  so  done 
has  generally  been  from  10  to  20  i^er  cent  for  the  sui)erlntendence.  ust*  of 


PANAMA    OANAL    CONTRACT.  75 

small  tools,  etc.    I  have  never  known  of  a  smaller  allowance  than  10  i)er  <*ent. 
while  In  cases  of  special  importance  and  difficulty  25  per  cent  has  been  allowed. 
The  percentage  allowed  to  the  contractor  for  such  work  is  generally  larger 
in  recent  years  than  In  the  earlier  portion  of  my  practice  and  observation. 

IIerbebt  C.  Keith. 


Telegrams. 

Thomasville,  Ga..  January  21,  1907. 
My  opinion  Is  that  12i  per  cent  commission  on  labor  rolls  only,  the  Govern- 
ment reserving  to  itself  all  profit  on  merchandise,  materials  for  construction, 
supplies,  machinery,  and  outfit,  would  be  a  very  moderate  compensation  for 
the  services  and  superintendence  of  competent  contractors  In  constructing 
Panama  Canal.  Assured  scarcity  of  labor  and  consequent  prolongation  of  time 
of  service  of  contractors  are  Important  elements  entering  Into  value  or  services. 

D.  C.  Shepabd. 


Parkkrsburg,  W.  Va..  January  20,  1901. 
Large  contract  work  on  per  ct»nt  basis.     It  Is  custouiarj-  to  pay  10  to  15  iH»r 
cent  on  cost  of  both  labor  and  materllil  for  the  sui)ervi8lon  and  furnishing 
plant.     We  paid  12^  per  cent  on  contract  Zanesvllle,  Marietta  and   Parkers- 
burg.  Little  Kanawha  and  Buchanan  Northern  Railroads. 

S.  D.  Brady. 
Chief  Enyinevr,  ZancsvUle.  Mariett    and  Parkcrnhnry  Railroad. 


TvlryraniM  from  vnyiuvvrH. 

Chicago,  January  21.  1907. 
Will  state  that  on  large  contracts  on  iien-entage  basis  on  ordliiarj*  form  it  Is 
usual  to  allow  from  10  to  lo  ijer  cent  on  cost  of  laljor  and  material  for  superin- 
tendence, use  of  tools,  and  profit. 

Uai.ph  Moimkski. 


Baltimobk.  Mo..  January  22,  1907. 
When  construction  work  is  done  by  contractors  on  i)erceutage  basis  it  is  cus- 
tomar>'  to  pay  not  less  than  10  inn*  ("eiit  on  labor  and  material  and  from  that  to 
15  i)er  cent,  deiiendlng  on  character  of  work  and  general  roudltlons. 

A.  M.  Kinsman. 
Knyinevr  of  (UtUHtrnvtion.  Haltiniorr  and  Ohio  Railroad. 


CuMBEBiJiNO.  Mn..  January  19.  1907. 
Contract  work  on  i)ercentage  basis  is  usually  10  to  15  i>er  cvnt  <m  actual  cost. 
Never  heard  of  less  than  10  per  cent;  (Jreat  Northern  Railroad  and  other  lines 
conform  to  this  usage. 

J.  Q.  Bablow. 
Chief  Knyineer,  Western  Maryland  Railroad. 


Chicago,  January  22,  1907 — 2.S7  a.  m. 
On  large  contracts  let  on  perc^entage  basis  the  usual  per(t»ntage  Is  fi'oni  10  iH»r 
cent  to  15  xtev  cent  on  total  cost  of  labor  and  material. 

W.   L.   BBECK1^*B1DGE, 

Engineer  Lines,  Est.  C.  B.  d  O.  Ry. 


76  PANAMA    OANAL    OONTBAOT. 

St.  Louis,  Mo.,  January  21,  1907 — 7.50  p.  m. 
Contractors  working  on  percentage  baBia  commonly  receive  10  to  15  per  cent 
on  both  labor  and  material. 

W.  S.  Daw  LEY, 
Chief  Engineer,  AUcijhany  Improvement  Company. 


DuLUTH,  Minn.,  January  20,  1901. 
On  large  contracts  let  on  a  i)er(?entage  basis  railroad  companies  and  the  United 
States  Steel  Company  are  paying  contractors  10  to  15  per  cent  on  both  labor  and 
materia]. 

Abthub  Mitchell, 
Engineer,  Dnhtth  and  Northern  Minnemia. 


Chicago,  III.,  January  19.  1907. 
On  all  large  contracts  let  on  percentage  basis  it  is  usual  to  charge  10  to  15 
per  cent  commission  on  cost  of  labor  and  material. 

E.  C.  &  R.  M.  Shankij^np. 

Ciril  Engineers. 


Chicago,  January,  1901. 
In  letting  contracts  on  a  i)ercentage  basis  it  is  customaiT  to  allow  from  10  to 
15  per  cent  of  cost  of  work  to  contractor  for  supervision  and  use  of  tools. 

R.  B.  Seymour, 
Chief  Engineer,  C.  /.  and  .S\  R.  R. 


Hammond,  I  no.,  January  20,  1907. 
Work  Is  often  let  on  large  contract  for  actiial  cost  plus  10  or  15  per  cent 

B.  0.  Rich. 
Assistant  Chief  Engineer  C.  I.  and  8.  RaiUcay. 


Letters  from  eontraetors. 

Worcester,  Mass.,  January  21,  1907. 

I  have  your  letter  in  reference  to  percentage  work,  and  in  reply  would  say 
that  I  have  done  much  work  on  this  basis,  and  the  per  cent  paid  depends 
largely  on  the  character  of  the  work  done. 

We  received  for  erecting  New  York  Life  Insurance  buildings — one  in  Kan- 
sas City,  another  in  Omaha — cost  and  10  per  cent  for  each. 

We  received  for  additional  work  on  the  Boston  Terminal  Station,  founda- 
tions and  superstructure,  cost  and  15  per  cent. 

In  several  cases  where  we  have  done  sewage  and  earth  work,  the  additional 
work  has  been  paid  for  at  cost  and  15  per  cent  profit 

Percentage  work  based  on  labor  alone  is  generally  taken  at  15  per  cent 

For  work  done  for  the  Government  on  the  Springfield  waterworks,  Spring- 
field, Mass.,  we  received  cost  and  10  per  cent,  and  were  paid  for  tools,  ma- 
chines, engines,  and  derricks. 

We  received  for  work  done  on  the  White  House,  cost  and  10  per  cent.  This 
included  constructional  plans,  material,  and  use  of  tools. 

The  character  of  the  work  at  the  Isthmus  is  such  that  a  larger  per  cent 
than  usual  would  be  reasonable  and  should  be  given,  and  likely  would  be 
necessary. 

I  have  studied  the  Isthmus  Canal  problem  for  over  thirty  years,  and  imless 
conditions  have  materially  changed  there,  you  ought  to  get  for  work  at 
Panama,  if  you  have  to  guarantee  cost,  at  least  5  per  cent  more  than  you 
would  in  the  States. 

Yours,  very  truly,  O.  W.  Nobcboss. 
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Telegrams  from  contractors. 

Beatrice,  Nebb.,  January  19,  1907. 
Railroad  companies  frequently  have  work  done  on  basis  of  cost  of  labor 
and  material  plus  from  10  to  15  per  cent. 

KiLPATBicK  Bros.  &  Collins  Contbactino  Co. 


Buffalo,  N.  Y.,  January  19,  1901, 
Answering  your  iuquiiy  as  to  the  customary  percentage  on  work  so  done 
throughout  the  United  States,  will  say  that  as  superintendent  of  maintenance 
of  the  Rock  Island  lines  and  chief  engineer  of  the  Lackawanna,  on  those 
roads  all  work  that  was  let  on  percentage  basis  was  on  the  basis  of  10  per 
cent  profit  on  cost  of  labor  and  material. 

At  this  time  the  work  we  are  doing  in  the  neighborhood  of  Buffalo,  our 
firm,  as  contractors,  are  receiving  10  \wt  cent  on  labor  and  material  on  all  work 
outside  of  regular  contract. 

As  a  rule,  in  work  of  this  kind  labor  and  material  usually  figure  about  an 
e<iual  amount,  or  an  equivalent  of  about  20  i)er  cent  on  the  pay  roll  alone. 
Yours,  very  truly. 

Hyde  McFarlin  Co.. 
W.  K.  McFarlin. 

Secretary  and  Tna surer. 


The  Foundation  Company. 
yew  York,  January  2J,  1907. 
Dear  Sir  :  With  reference  to  the  remuneration  which  ought  to  be  paid  to  the 
contractors  who  undertake  the  construction  of  the  Panama  Canal  under  the 
sijeciflcations  issued  by  the  Government,  we  consider  that  12^  per  cent  on  the 
labor  cost  is  a  low  percentage.  In  our  own  operations  all  over  the  country 
we  do  a  great  deal  of  work  for  corporations,  the  payment  for  which  to  us 
is  never  less  than  10  per  cent  on  the  whole  cost  of  labor  and  material  and  of 
plant  rental.  Our  remuneration  is  frequently  15  per  cent  on  the  cost  of  the 
work  when  we  furnish  the  plant,  not  including  hand  tools  or  supplies. 

We  think  that,  including  general  expense,  the  expenditures  to  be  made  by 
the  contractors  under  the  Government  specifications,  for  which  they  will  not  be 
directly  reimbursed,  will  amount  to  6  per  cent  on  the  whole  labor  cost. 

In  view  of  the  magnitude  and  difficulties  of  the  work,  the  climatic  conditions, 
and  the  'large  and  expensive  organization  necessary  to  prosecute  operations 
with  rapidity,  thoroughness,  and  economy,  we  think  that  12^  per  cent  on  the 
labor  cost  is  absolutely  the  lowest  remuneration  for  which  any  group  of  efficient 
contractors  can  afford  to  do  the  work. 

Very  truly,  yours.  The  Foundation  Company. 

Edwin  S.  Jarrett, 

Secretary  and  Treasurer. 


John  Peirce  Company, 
New  York,  January  19,  1907. 
In  important  contracts  covering  construction  work  done  In  the  United  States 
on  a  percentage  basis  the  contractor's  compensation  varies  from  7  per  cent  to 
15  per  cent,  depending  upon  the  character  of  the  work  and  the  conditions  sur- 
rounding it. 

Where  the  work  is  conducted  in  a  region  accessible  to  a  good  labor  market, 
we  have  found  the  lower  percentage  a  satisfactory  compensation.  In  regions, 
however,  remote  from  supply  depots  and  a  source  of  labor,  and  where  the 
climatic  conditions  are  bad,  the  higher  percentage  is  often  not  enough  to  cover 
risks  and  delays. 

The  above  statements  are  based  on  an  experience  extending  over  a  period  of 
twenty-flve  years,  covering  Government  and  other  contracts  aggregating  $50,- 
000,000. 

John  Peirce  Company. 
Bhil  Diebitsgh, 

Vioe-Preaidetit. 
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Chicago,  January  10,  1907. 
In  letting  large  contracts  on  percentage  basis  It  Is  customary  to  pay  from  lO 
♦o  15  per  cent  on  all  jabor  and  material  furnished. 

John  Griffiths  &  Sox. 


OONTINKNTAL  ASPHALT   PaVINO   COMPANY. 

New  York,  January  19,  1907, 

Replying  to  your  reiiuent.  we  beg  to  say  that  it  has  been  our  exfierience  in 
regard  to  percentage  contract  work  that  the  jiercentages  paid  vary  from  10  to 
20  i)er  cent,  depending  ui)on  the  nature  of  the  work,  the  conditions  under  which 
it  is  to  be  i)erfonned,  the  grade  of,  ability,  and  experience  required,  and  also 
somewhat  upon  the  conditions  of  business,  etc. 

'  As  a  rule,  in  contracts  provision  is  made  for  the  payment  for  work  to  l)e 
undertaken  which  may  not  be  specifically  embraced  in  the  terms  of  the  con- 
tract, and  this  work  is  almost  uniformly  paid  for  upon  a  percentage  basis,  and, 
as  a  rule,  the  iiercentage  paid  is  15  iier  cent.  We  have  known  of  large  contracts 
being  let  at  12  i)er  cent,  12^  per  cent,  sind  15  per  cent,  and  others  at  10  i)er  cent, 
but  we  do  not  recall  any  contracts  of  magnitude  and  difficulty  or,  in  fact,  any 
general  large  contracts  at  all  where  a  percentage  of  less  than  10  \)er  cent  han 
been  paid. 

Another  factor  which  determines  the  percentage  to  l)e  paid  is  whether  or 
not  the  i)ercentage  is  upon  labor  and  materials,  both,  or  uiwn  labor  alone. 
Where  it  is  upon  the  labor  alone  the  percentage  usually  and  naturally  runs 
higher  than  where  it  is  uiK>n  both  labor  and  materials. 

We  feel  some  reticence  in  naming  certain  .Mi>ecific  Instances  of  |)ercentage 
work,  inasmuch  as  it  would  not  be  proiier  for  us  to  disclose  prices  without  the 
consent  of  other  parties,  but  we  have  given  you  the  ranges  of  percentage  work 
as  known  to  us  by  experience. 

This  company  is  In  the  general  contracting  business  and  at  present  engaged 
In  installing  the  high-pressure  salt-water  main  service  for  the  city  of  New 
York,  at  an  aggregate  cost  of  al>out  $3,000,000. 

The  specifications  In  this  contract  provide  for  the  payment  of  all  extra  work 
to  be  done  in  connection  therewith  at  cost  plus  10  per  <^nt.  This,  in  our  Judg- 
ment. Is  fair  compensation  for  work  to  be  done  right  at  home.  To  leave  the 
country  we  would  retiuire  a  much  higher  i>ercentage  to  make  the  proposition 
attractive. 

Veo'  truly,  yours.  Continental  Asphalt  Paving  Co. 

Hugo  Reid,  President. 


EvANSTON.  III..  January  19,  1907. 
On  large  cH>nstruction  <-ontracts  on  percentage  basis  It  is  customary  to  imy 
from  10  to  15  per  cent  on  both  lalwr  and  material. 

FiTzsiMMONs  &  Conn  ELI.. 

Contractors  for  Public  Works. 


Soo,  Micii..  January  19.  1907. 
We  never  knew  of  contracts  let  on  iiercentage  basis  for  less  than  10  per  cent 
on  l)oth  labor  and  material.     Chandler  Dunbar  paid  it  on  two  years'  contract, 
also  Lake  Sui>erlor  Power  Company,  to  Talbert  &  Co.,  and  several  others  on 
contracts  extending  over  a  number  of  years  15  i>er  cent  Is  not  unusual. 

Kdward  Rbos.. 
Contractors  for  Public  \Vork^%. 


Chicago.  111..  January  21.  1907. 
On  large  contracts  let  on  a  percentage  basis  it  Is  customaiy  to  allow  from 
10  to  15  per  cent  on  cost  of  both  labor  and  material.        , 

G.  H.   SCRIBNEB.  Jr.. 

Contractor. 
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St.  Pauu  Minn..  January  JL  Umi, 
We  have  just  (completed  $18U.<KI0  c-outract  on  basis  of  10  per  cent  over  cost  of 
turnishing  labor  and  material,  and  we  have  received  as  high  as  15  i)er  cent  on 
other  work  i)er formed  during  the  past  year,  Imt  of  less  magnitude. 

Frank  MAN  Bros.  &  Mobbis. 


Soo.  Mich. 
<)u  all  large  contracts  on  iJercentage  basis;  usual  to  pay  10  to  15  \wv  cent 
«in  lK)th  labor  and  material  our  exi>erience. 

Grant  Smith  &  Co. 


The  following  from  an  editorial  of  the  Kngineering  Record,  a  leading  engi- 
neering journal,  under  date  of  January  19.  1007,  seems  an  impartial  review  of 
the  subjtH-t-matter. 

THE    B1I>S    FOR   THE   CONSTRICTION    OF   THE   PANAMA    CANAL. 

The  most  ardent  advocat(»s  of  the  IcM'k  plan  for  the  trans-isthmian  ship 
waterway  can  scarcely  justify  from  their  own  point  of  view  a  smaller  estimated 
«-ost  than  $150,000,000,  after  allowing  for  the  increased  size  of  locks  advocated 
by  the  (Consulting  Board  and  a  provision  for  attemi>ting  to  stop  dangerous 
seei^age  under  the  (Jatun  dam.  while,  as  a  matter  of  fact,  a  reasonable  allowance 
for  the  vast  uncertainties  of  tliat  plan  is  likely  to  swell  the  exi)enditui'es  to 
possibly  $200,000,000  or  even  more.  When  it  is  Iwme  in  mind  that  this  great 
public  work  must  nw-essarily  involve  material  ixilitical  considerations,  using 
that  term  in  a  broad,  nonpartisan  sense,  the  answer  to  the  advertisements  for 
tenders  for  constructing  the  canal  carries  with  it  not  only  great  engineering 
interest,  but  also  an  interest  of  even  national  character. 

The  nunilH»r  of  bidders  resiKWidlng  to  the  recpiest  for  tenders  was  four  and 
the  percentages  bid  for  the  work  range  fi'oin  0.75  to  28.  This  wide  range  in 
the  tenders  is  obviously  a  measure  of  the  varying  estimates  of  hazard  existing 
in  the  judgments  of  the  bidders.  At  first  sight  it  apiiears  remarkable  that  a 
bid  made  updu  a  i)ercentage  basis  should  afford  opportunltj-  for  such  a  range 
of  risk,  but  an  examination  of  the  c<m tract  •conditions  under  which  the  work 
is  to  be  i)erformed  is  illuminating.  This  journal  has  already  expressed  full 
editorial  comment  uiK>n  these  conditions,  and  it  is  only  necessary  at  this  time 
to  indicate  the  close  ivlation  existing  between  the  i^ossible  consecpiences  in- 
volved in  the  execution  of  the  contract  and  the  degree  of  hazard  ccmteraplated 
by  at  least  some  of  the  bidders. 

In  the  first  place,  the  i)ercentage  to  be  re<*eived  and  from  which  the  profit 
of  the  c<mtractor  is  to  be  derived,  is  not  a  i)ercentage  of  the  actual  cost  of  the 
work,  but  of  a  cost  estimated  l»y  an  englnet»ring  committee  of  five  members, 
two  only  of  whom  are  to  be  a[)polnted  by  the  contractor.  Furthermore,  the 
IK)88ible  premium  or  forfeit  for  early  or  deferred  completion  of  the  contract, 
respectively,  is  to  Ik*  re<*kone<l  from  the  expiration  of  a  |>eriod  also  to  be 
(?stimated  and  detenu inetl  by  the  sjune  engineering  committee.  Although  there 
ran  be  no  reasonable  doubt  as  to  the  wisdom  of  some  form  of  percentage  con- 
tract for  this  work,  there  Is  abundant  room  for  great  uncertainty  as  to  the 
vicissitudes  of  tlie  contractor  under  such  general  contract  ccmdltions  as  those 
stated.  Under  a  reascmable  and  just  interpretation  and  enforcement  of  those 
conditions  an  etliclent  ccmtractor  would  suffer  no  hardships,  but  it  is  easy  to 
Imagine  exigencies  which  would  imiM)se  uiH)n  him  burdens  that  he  might  be 
most  anxious  to  escai)e ;  and  those*  (exigencies  might  be  intensely  aggravated 
by  changing  phases  of  a  Fcnleral  Administration  or  by  the  changing  from  cme 
te<*hnical  administration  to  another.  While,  theivfore,  a  range  of  bids  from 
the  lowest  to  the  highe.st  of  more  than  four  times  is  certainly  extraordinary, 
the  circumstances  attending  the  award  of  this  great  contract  are  of  such  a 
character  as  to  explain  it  fully. 

It  is  probably  reasonable  to  admit  that  partitas  qualified  to  bid  for  this 
work  are  entitled  to  name  what  they  consider  a  reasonable  comi>ensation  for 
themselves.  At  the  same  time.  If  there  were  ever  circumstances  under  which 
the  award  of  a  c»ontract  ought  to  Ik*  made  with  a  view  to  the  l)e8t  Interests  of 
the  public,  regardless  of  the  lowest  bid.  this  is  in'eeminently  such  a  case.  The 
Isthmian  Canal  CommissUm  ow(»s  It  to  the  (Jovernment  to  make  the  award  of 
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this  work  Irrespwtlve  of  the  principle  of  the  cheapest  construction,  no  matter 
what  the  Iwnd  may  he  or  how  thorouj^hly  it  may  imagine  the  Government's 
interests  to  be  safeguarded  by  the  terms  of  the  contract  If  the  lowest  bidder 
can  show  that  his  qualifications  of  plant  and  methods,  previous  experience,  and 
financial  condition  are  such  as  to  afford  a  certain  warrant  of  his  capacity  to 
perforhi  the  work  satisfactorily,  he  is  assuredly  entitled  to  receive  the  contract, 
but  not  otherwise.  It  is  a  question  on  the  face  of  the  bids  whether  so  small  a 
percentage  as  6.75  is  lar^  enough  even  from  the, Commission's  point  of  view 
to  justify  the  residue  of  hazard,  so  to  speak,  under  a  form  of  contract 
designed  to  eliminate  as  much  uncertainty  as  possible.  It  is  not  uncommon 
practice  for  contractors  to  receive  as  much  as  15  per  cent  of  the  actual  cost 
of  work  with  practically  no  hazard  at  all.  This  obviously  applies  in  general 
to  small  contracts  compared  to  that  under  consideration,  but  in  this  case,  un- 
fortunately, the  risks,  as  far  as  they  exist,  are  at  least  in  proportion  to  the 
magnitude  of  the  work  to  be  done.  In  fact,  there  are  some  risks  not  at  first 
apparent  which  might  lead  to  grave  complications  and  affect  most  seriously  a 
contractor  working  on  a  margin  little  greater  than  many  brokers'  commissions. 
It  may  easily  happen  that  a  i)ercentage  more  nearly  that  ordinarily  received  by 
contra(»tor8  would  in  tlie  end  be  materially  more  economical  for  the  Government. 


New  Haven,  Conn.,  January  2^,  1907. 

Deab  Sib:  In  doing  work  on  force  account  basis,  or  cost  plus  a  percentage, 
we  consider  a  case  where  we  furnish  labor  only,  a  15  per  cent  commission  only 
a  fair  remuneration.  In  this  case  we  funiish  the  small  tools — ^namely,  picks 
and  shovels ;  the  larger  tools  ai-e  charged  by  the  day  and  a  commission  added. 
On  large  work,  if  we  furnish  material — that  is  cement,  stone,  and  the  like — 
together  with  the  labor  we  consider  10  per  cent  a  fair  profit  above  cost.  In  this 
case,  as  In  the  other,  we  furnish  tlie  small  tools  only. 

We  would  say  that  we  ^ire  doing  a  great  deal  of  work  at  the  present  time 
on  the  above  basis. 

Very  truly,  yours,  C.  VV.  Blakeslee  &  Sons. 
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Committee  ox  Interstate  and  Forekjn  Commerce, 

House  of  Representatives, 
Washmgton.  D.  61,   Wednesday,  February  20,  1907. 
The  Miibcioinmittee  on  the  bill  H.  R.  24271,  consisting  of  Hons.  Fred 
C  Stevens,  William  C.  Lovering,  and  Charles  L.  Bartlett,  met  this 
day  at  10  o'clock  a.  m.,  Hon.  Fred  C.  Stevens  in  the  chair. 

There  appeared  before  the  subcommittee  Mr.  Charles  L.'  Walker, 
of  Rock  Island,  HI.,  representing  the  State  of  Illinois;  Mr.  Robert  R. 
McCormick,  president  of  the  board  of  trustees,  sanitary  district  of 
Chicago;  Mr.  George  A.  Schilling,  president  of  the  board  of  local 
improvements,  of  Chicago,  111.:  Brig.  Gen.  George  B.  Davis,  Judge- 
Advocate- Geneml,  U.  S.  Army,  and  Hons.  Howara  M.  Snapp,  William 
W,  Wilson,  and  James  McKinney,  Representatives  in  Congress  from 
the  State  of  Illinois. 

STATEMENT   OF  MB.  CHAKLES   L.   WALKEB,  OF    BOCK    ISLAND, 
HiL.,  BBPBESENTXNG  THE  STATE  OF  ILLINOIS. 

Mr.  Stevens.  What  is  your  full  name,  Mr.  Walker,  and  in  what 
capacity  do  you  appear? 

Mr.  Walker.  My  name  is  Charles  L.  Walker,  and  I  appear  for 
the  State  of  Illinois  and  the  canal  commissioners  of  the  State  of  Illinois. 

Mr.  Stevens.  What  is  your  official  position,  if  any? 

Mr.  Walker.  Attorne}'  for  the  canal  commission. 

Mr.  Stevens.  Is  that  a  statutory  body  ? 

Mr.  Walker.  Yes,  sir. 

Mr.  Stevens.  What  is  their  function  i 

Mr.  Walker.  They  have  charge  of  the  Illinois  and  Michigan  Canal 
and  its  lands  and  property. 

Mr.  Stevens.  That  is  the  land  of  the  canal  described  in  this  bill, 
H.  R.  24271? 

Mr.  Walkeb.  Yes,  sir. 

Mr.  Stevens.  Will  \'ou  please  state  to  us  in  detail  what  the  position 
of  the  canal  commissioners  of  the  State  of  Illinois  is  concerning  this 
bill,  and  why? 

Mr.  Walker.  Well,  the  canal  commissioners  and  the  State  of  Illi- 
nois, as  represented  by  the  governor,  are  opposed  to  the  bill  for  many^ 
reasons.  One  chief  reason  is  that  the  State  of  Illinois  has  not  aban> 
doned  the  canal  or  any  portion  of  it.  There  is  no  expressed  intention 
to  abandon  it.  so  far  as  I  know,  and  the  people  at  the  last  election  voted 
against  any  disposition  of  the  canal. 
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Mr.  Stkvkns.  In  what  way  did  they  vote;  how  did  the  question 
arise  ? 

Mr.  Walker.  The  question  arose  on  a  joint  resolution.  Our  con- 
stitution provides  that  the  canal  shall  never  be  sold  or  leased  or  any- 
thing else  without  a  vote  of  the  people,  and  the  question  was  submitted 
to  the  voters  as  to  whether  any  action  should  be  taken  toward  the 
abandonment  of  the  canal. 

Mr.  Stevens.   Voters  of  the  State  of  Illinois  or  the  district^ 

Mr.  Walker.  Voters  of  the  State  of  Illinois. 

Mr.  Snapp.  State  the  result  of  that  election. 

Mr.  Walker.  I  did;  that  they  voted  against  the  abandonment  of 
the  canal  or  the  sale  or  lease  of  the  canal  in  any  way. 

Mr.  Wilson.  Or  any  part  of  it,  Mr.  Walker^ 

Mr.  Walker.  I  have  forgotten  the  language  of  the  resolution,  hut 
they  voted  against  any  disposition  of  any  part  of  it. 

Mr.  Wilson.  Is  there  not  some  disposition  to  ai)andon  a  part  of  this 
Illinois  and  Micthigan  Canal  in  Illinois? 

Mr.  Walker.  No,  sir;  not  that  I  know  of.  The  legislature  a  few 
years  ago  passed  an  act  increasing  the  powers  of  the  sanitary  district 
of  Chicago,  in  which  they  authorized  the  sanitary  district  to  construct 
a  channel  across  the  canal,  I  think,  in  the  Calumet  region,  without 
imposing  on  them  any  obligation  for  the  restoration  of  the  canal. 
That  is  the  only  rec<'nt  act  on  the  subject  of  which  I  have  any  knowl- 
edge at  all.  Nothing  of  that  kind  was  to  be  done  until  the  sanitary 
district  had  connected  its  channel  with  the  upper  basin  of  the  Illinois 
and  Michigan  Cimal  with  locks,  so  that  transportation  on  the  canal 
could  get  into  the  sanitary  district  channel. 

Mr.  Stevens.   What  is  the  situation  as  to  that  project  i 

Mr.  Walker.  I  do  not  know.  They  are  building  the  locks,  but  I 
do  not  know  to  what  extent. 

Mr.  WiiiiON.  Mr.  McConnick,  president  of  the  drainage  canal,  is 
here. 

Mr.  Walker.  At  any  rat-e  no  condition  has  arisen  or  is  likely  to 
arise  within  a  year  or  more,  as  I  understand  it,  by  which  action  will 
be  made  necessary  and  by  which  the  sanitary  district  will  have  any 
right  to  cross  the  Illinois  and  Michigan  Canal. 

Congress,  in  1S22,  passed  an  act  authorizing  or  granting  a  right  of 
way  for  the  Illinois  and  Michigan  Canal,  not  between  the  points  along 
which  the  canal  was  in  fact  constructed,  and  provided  that  the  work 
should  begin  or  that  a  map  of  the  location  of  the  canal  should  be  filed 
with  the  Secretary  of  the  Treasury  within  three  years.  That  was 
never  done.  No  rights  were  acquired  by  the  State  of  Illinois  under 
the  act  of  1822.  In  1820  the  State  memorialized  Congress,  asking  for 
aid  in  the  construction  of  a  canal,  and  in  1827  Congress  passed  an  act 
giving  the  State  lands  alternate  sections  5  miles  wide  on  each  side  of 
the  canal  after  it  was  located,  and  it  was  under  that  act  that  the  canal 
was  built.     There  was  no  reversion  of  any  kind  in  that  act  of  1827. 

Mr.  Stevens.  Then  you  contend  that^  the  act  of  March  30,  1822, 
has  no  application  ? 

Mr.  Walker.  No  application  whatever.  The  act  of  1827  gave  to 
the  State  of  .Illinois  the  absolute  fee  of  this  land,  with  the  right  to  sell 
it  and  the  right  to  convey  a  fee  to  anybody  that  thev  sold  the  land  to, 
and  it  contained  no  conditions  or  reservations  and  no  rights  of  any 
kind  to  the  Federal  Government  as  to  title  to  the  land.     The  only 
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reservation  was  the  right  of  the  Government  to  transport  its  property- 
over  the  canal  without  charjje.  That,  of  course,  was  a  matter  of  con- 
tract and  did  not  go  to  the  title  in  any  way;  and,  therefore,  the  Ques- 
tion of  the  abandonment  would  not  in  any  way  affect  the  title  ot  the 
State  or  give  the  Federal  (lovernment  any  rights  in  the  land  or  title 
to  the  land.  That  title  is  now  and  always  has  been  in  the  State  of 
Illinois. 

Mr.  Wilson.  Absolutely^ 

Mr.  Walker.  Yes,  sir. 

Mr.  Wilson.  You  have  had  some  decisions,  I  believe,  and  you  told 
me  you  had  when  you  were  talking  with  me  on  this  subject,  under  the 
act  of  1822? 

Mr.  Walker.  Yes,  sir. 

Mr.  Wilson.  Will  you  refer  to  them^ 

Mr.  Walker.  If  the  committee  desires  to  hear  them,  I  will. 

Mr.  Stevens.  Yes;  whatever  cases  bear  upon  this  proposition,  because 
it  is  important. 

Mr.  vValker.  Perhaps  I  might  do  that  now.  The  State  of  Illinois 
in  the  case  of  the  City  of  Chicago  v.  Mc(iraw,  75  Illinois,  56t)-r)73, 
holds  that  the  State  acquired  nothing  under  the  act  of  1822,  and  the 
language  is  this: 

The  act  of  Conjo'ens  of  March  2,  1S27,  doeu  not  purport  to  be  an  amendment  of  the 
act  of  March  30,  1822,  nor  does  it,  even  by  inference,  refer  to  it.  In  our  opinion 
theseactfl  constitute  distinct  andindei>endent  offers  by  theCiovemmentof  thetnit^l 
States  of  aid  to  the  State  in  the  construction  of  canals,  and  the  latter  one  having; 
been  accepted,  without  reference  to  the  terms  and  conditions  of  the  former,  the  State 
is  only  entitled  to  the  grant  which  it  conveys. 

The  adjudication  of  that  question  was  commenced  before  the  supreme 
court  of  Illinois  in  the  case  of  Werling  o.  Ingersoll  (182  Illinois,  25), 
and  our  Supreme  Court  say  in  that  case: 

It  can  not  be  denied  that  between  1822  and  the  passage  of  the  act  of  Congress  in 
1827  no  route  had  been  adopted  for  the  (anal  and  no  work  of  const mction  had  been 
commenced  thereon — and  not  until  January  22,  1829. 

Again  they  say,  page  141: 

Upon  all  the  facts  in  the  case  it  is  plain  that  the  act  of  1822  was  mutually  aban- 
doned by  the  parties,  so  far  as  it  concerned  the  land  grant,  after  the  passage  of  the 
act  of  1827,  and  that  the  right  of  way  through  the  reserved  sections  was  treated  and 
regarded  as  impliedly  granted  by  the  latter  act,  under  which  the  larger  grant  w&s 
made,  and  that  the  map  was  file<l  under  that  act,  and  none  was  ever  filed  under  the 
act  of  1822. 

These  decisions  would  seem  to  put  beyond  all  question  the  fact  and 
law  that  the  canal  was  built  under  the  law  of  1827  and  not  under  the 
law  of  1822. 

Mr.  Wii^soN.  That  is  the  decision  of  the  Supreme  Court  of  the 
United  States? 

.  Mr.  Waijcer.  Yes:  the  decision  of  the  Supreme  Court  of  the  United 
States. 

Mr.  Stevkns.   What  was  that  last  case? 

Mr.  Walker.  It  is  the  same  case  that  went  through  the  Federal 
court*  and  is  repoi"ted  in  181  U.  S.,  page  131,  and  following. 

Mr.  Schilling.  Was  not  that  an  agreed  case,  Mr.  Walker? 

Mr.  W^ALKER.  No,  sir;  that  was  a  contested  case.  Mr.  Snapp  knows 
that.     He  was  in  it. 

Mr.  Schilling.  Was  that  first  case  that  you  cited  an  agreed  case  if 
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Mr.  Walker.  I  understand  not.  There  is  nothing  that  indicates  it 
in  the  opinion. 

Mr.  Schilling.  I  have  heard  since  I  came  to  Washington,  through 
Mr.  Lo^n,  that  he  is  informed  that  there  was  a  Supreme  Court  deci- 
sion which  was  on  an  agreed  case. 

Mr.  Snapp.  It  began  before  a  justice  of  the  peace.  Of  course  the 
facts  were  agreed  upon. 

Mr.  Walker.  Now  the  act  of  1822  provided— have  you  181  I'.  S. 
there f  '  ' 

Mr.  Stevens.  Yes. 

Mr.  Walker.  I  will  call  your  attention  to  the  provision  of  that  act 
under  which  I  apprehend  the  opinion  of  General  Davis  was  grounded. 
In  fact  he  told  me  so,  and  said  ne  knew  nothing  about  the  facts,  but 
assumed  the  canal  was  built  under  the  two  acts.     This  act  of  1822  says: 

That  the  State  of  Illinois  be,  and  is  hereby,  authorized  to  survey  and  mark,  through 
the  public  lands  of  the  United  States,  the  route  of  the  canal  connecting  the  Illinois 
River  with  the  southern  bend  of  Lake  Michigan;  and  90  feet  of  land  on  each  side  of 
said  canal  shall  ))e  forever  reserved  from  any  sale  to  be  made  by  the  United  States, 
except  in  the  cases  hereinafter  provided  for/ 

It  was  not  connected  with  the  southern  bond  of  Lake  Michigan. 
Then  the  act  continues: 

And  the  use  thereof  forever  sliall  l>e,  and  the  same  is  hereby,  vested  in  the  said 
State  for  a  canal,  and  for  no  other  purpose  whatever,  on  condition,  however,  that  if 
the  said  State  dues  not  survev  and  direct  by  law  siiid  canal  to  be  opened  and  return 
a  complete  map  thereof  to  tlie  Treasury  Department,  within  three  years  from  and 
after  tlie  passing  of  this  act,  or  if  the  saul  canal  be  not  completed,  suitable  for  navi- 
>fation,  within  twelve  years  thereafter,  or  if  said  ground  shall  ever  cease  to  be  occu- 
pied by  and  used  for  a  canal,  suitable  for  navigation,  the  reservation  and  grant 
hereby  made  shall  be  void  and  of  no  effect.     *    *    ♦ 

Sec.  2.  And  he.  it  further  enarted^  That  every  section  of  land  through  which  the  said 

canal  route  mav  pass,  shall  \ye,  and  the  same  is  hereby,  reservefl  from  future  sale, 

*    »    »  ' 

You  will  notice  that  simply  grants  a  right  of  way.  It  grants  an 
easement.  It  does  not  undertake  to  convey  a  title,  but  an  easement, 
and  provides  that  if  it  is  not  used  it  shall  revert.  Had  the  c*anal  l>een 
constructed  under  that  act,  and  should  the  State  abandon  the  canal, 
then  the  (juc^stion  might  fairly  arise  whether  or  not  the  State  lost  all 
its  right.  The  supreme  court  have  construed  that  feature,  however, 
and  in  another  case  holds  that  they  did  not. 

Mr.  Stevens.  The  court  holds  that  that  act  of  1S22  has  no  applica- 
tion to  the  canal  as  it  stands  at  presents 

Mr.  Walker.   Yes.     The  act  of  18:^7  says: 

That  there  be,  and  hereby  is,  grante<i  to  the  State  of  Illinois,  for  the  purpose  of 
aiding  tlie  said  State  in  opening  a  canal,     *    *    * 

Before  this  act  of  1827  was  passed  the  memorial  of  the  legislature  to 
Congress  was  for  aid  in  the  construction  of  the  canal.  They  could  not 
do  it  under  the  art  of  1822  and  therefore  they  asked  for  money.  The 
act  of  1827  savs: 

That  there  l)e,  and  hereby  is,  granted  to  the  State  of  Illinois,  for  the  purpose  of 
aiding  the  said  State  in  opening  a  canal  to  unite  the  w^aters  of  the  Illinois  River  with 
those  of  I^ke  Michigan,  a  quantity  of  land  equal  to  one-half  of  five  sections  in  width 
on  each  side  of  said  canal  and  reserving  each  alternate  section  to  the  Unit-ed  States, 
to  be  selected  by  the  Commissioner  of  the  Land  Office,  under  the  direction  of  the 
President  of  the  United  States,  -from  one  end  of  said  canal  to  the  other;  and  the  said 
lands  shall  be  subject  to  the  disposal  of  the  legislature  of  the  said  State  for  the  pur- 
pose aforesaid  and  no  other.     *    *    ♦ 


CHICAGO  DBAIKAGE  CANAL.  7 

8bc.  2.  And  be  it  further  enacted^  That,  so  eoon  afi  the  route  of  the  said  canal  shall 
be  located  and  asreed  on  by  the  said  State,  it  shall  be  the  duty  of  the  governor 
thereof  or  such  otner  person  or  persons  as  may  have  been,  or  shall  hereafter  be,  au- 
thorized to  8ui>erintena  the  construction  of  said  canal,  to  examine  and  ascertain  the 
particular  sections  to  which  the  said  State  will  be  entitled  under  the  provisions  of 
this  act,  and  report  the  same  to  the  Secretary  of  tHe  Treasury  of  the  United  States. 

Sec.  8.  And  be  it  further  enacted^  That  the  said  State,  under  the  authority  of  the 
legislature  thereof,  after  the  selection  shall  have  been  so  made,  shall  have  power  to 
sell  and  convey  the  whole  or  any  part  of  the  said  land,  and  to  give  a  title  in  fee 
simple  therefor,  to  whomsoever  shall  purchase  the  whole  or  any  part  thereof. 

Mr.  Stevens.  Now,  show  me  how  the  right  of  way  was  carved  out 
and  acquired  and  placed  of  record. 

Mr.  Walker.  I  understand  in  accordance  with  the  act  of  1827  the 
survey  was  made,  the  plat  made  and  filed  of  the  lands  selected  by  the 
Secretary  of  the  Treasur3%  and  the  odd  sections  were  turned  over  to 
the  State  of  Illinois,  and  the  even  sections  were  reserved  to  the  Fed- 
eral (rovemment. 

Mr.  Stevens.  Well,  then,  how  did  the  canal  company  or  the  State 
acquire  the  right  of  way  through  the  even  sections? 

Mr.  Walker.  The  supreme  court  of  the  State  of  Illinois  in  this 
very  case  holds  that  the  title  was  granted  by  the  Federal  Government 
through  the  even  sections;  an  easement  was  granted  through  the  even 
sections. 

Mr.  Stevens.  Then  would  there  not  he  a  reversion  on  the  easement 
through  the  even  sections? 

Mr.  Walker.  I  think  not. 

Mr.  Snapp.  Let  me  explain,  Mr.  Walker,  so  that  it  can  go  into  the 
record,  and  Mr.  Stevens  will  have  it.  As  has  been  said,  the  statute 
of  1822  authorized  the  State  to  mark  out  the  line  of  a  canal  through 
the  Government  land  and  required  it  to  make  a  survey  and  file  a  plat 
within  a  certain  period.  A  survey  was  made,  but  was  not  filed  within 
the  time  required.-  The  State  always  thought  until  this  decision  that 
it  had  a  right  of  way  90  feet  wide  along  the  canal  through  the  even 
sections. 

This  case  of  Ingersoll  v,  Werfing  was  begun  before  a  justice  of  the 
peace  in  Lasalle  County.  It  was  brought  about  in  this  way:  Inger- 
soll claimed  to  own  to  tne  water,  or  to  the  towpath  on  an  even  section, 
by  conveyance  from  the  Government.  The  State  claimed  a  90-foot 
strip  along  the  canal.  Ingersoll  had*  been  in  possession  for  a  great 
many  years.  The  State  removed  the  fence  ana  took  possession  of  a 
9()-foot  strip,  and  Ingersoll  then  brought  suit  in  trespass;  he  brought 
suit  against  the  assistant  superintendent  of  the  Illinois  and  Michigan 
Canal.  Judgment  was  rendered  against  the  superintendent  in  tres- 
pass. The  State  appealed  the  case  to  the  circuit  court,  where  the 
judgment  was  afiirmed.  They  appealed  then  to  the  supreme  court 
of  the  State,  and  the  supreme  court  of  the  State  afiirmed  that  judg- 
ment. I  then  brought  the  case  by  a  writ  of  error  from  the  State 
supreme  court  to  the  Supreme  Court  of  the  United  States,  resulting 
in  the  decision  in  the  181  IJ.  S.  The  sole  issue  in  that  case  was 
whether  the  State  of  Illinois  took  a  strip  90  feet  wide  under  the  law 
of  1822  through  the  even  sections. 

Mr.  Stevens.  That  is  exactly  what  we  wanted  to  know. 

Mr.  Snapi'.  In  that  case  in  the  Supreme  Court  of  the  United  States 
the  sanitary  district  of  Chicago  intervened  in  this  way:  They  employed 
an  attorney  here  to  represent  them.  Apparently,  However,  he  repre- 
sented the  defendant  in  error,  Ingersoll.     They  undertook  also  in  the 
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circuit  court  of  Lasalle  Count}'  to  pay  the  judgment  against  an  officer 
of  the  State,  and  set  up  the  paynient  of  that  judgment  in  the  supreme 
court  in  order  to  show  that  tHe  litigation  had  been  disposed  of.  All 
these  matters  appear  of  record  in  the  case  in  the  clerk  s  office  of  the 
United  States  Supreme  Court  here  in  Washington. 

The  supreme  court,  however,  as  we  argued,  ignored  the  payment  of 
the  judgment  by  the  sanitar}^  district,  the  evidence  showing  that  the 
payment  was  made  by  the  sanitary  district,  and  decided  the  case  on  the 
merits;  decided  the  contention  of  the  State  to  the  ownership  of  a  90-foot 
strip  through  the  even  sections,  under  the  law  of  1822,  against  the  State. 
In  that  case  two  decisions  of  the  supreme  court  of  Illinois,  one  in  this 
case  and  the  decision  in  the  75  Illinois,  referred  to  by  Mr.  Walker,  are 
cited. 

While  some  of  the  facts,  the  historic  facts,  as  to  the  survey  by  the 
State,  and  other  facts,  were  agreed  upon  in  the  circuit  court  of  l^Salle 
County,  it  was  not  an  agreed  case  in  the  sense  that  there  was  no  real 
litigation  between  the  parties,  because  it  was  a  claim  on  the  part  of  the 
State  for  90  feet  of  land  on  both  sides  of  the  canal  througn  the  even 
sections,  and  that  issue  is  determined  against  the  State.  And  in  that 
case  the  Supreme  Court  of  the  United  States  followed  the  decisions  of 
the  supreme  court  of  Illinois,  but  decided  the  issue  as  a  new  question 
and  held  that  the  State  had  not  complied  with  tlie  provisions  of  the 
law  of  1822;  that  that  law  was  abandoned;  that  the  State  took  no  title 
to  anything  under  that  law;  that  the  canal  was  built  by  the  State  under 
the  law  of  1827;  but  that  the  State  had  the  right  of  way  through  the 
canal,  an  implied  right  of  way  through  the  even  sections,  under  the  law 
of  1827.  In  other  words,  they  practicall}'  held  in  this  decision  that  the 
State  had  no  title  to  the  90  feet  or  anything  else  under  the  law  of  1822. 
But,  as  I  have  always  construed  the  decision,  it  simply  held  that  the 
State  has,  under  the  law  of  1827,  an  absolut<^  title  by  possession  to  ib* 
right  of  wav  and  towpath,  through  the  even  sections,  under  the  law 
of  1827, 

Mr.  Stevens.  Do  you  contend  that  the  Supreme  Court  holds  that 
the  State  can  acquire  a  possessory  title  as  against  the  United  States 
without  a  specific  grant  by  Congress  of  that  specific  land? 

Mr.  Snapp.  They  hold  that  under  the  law  of  1S27  the  State  was 
given  the  implied  right  to  mark  out  this  canal  through  the  public 
land. 

Mr.  Stevens.  Across  the  even  sections^ 

Mr.  Snapp.  Across  the  even  sections. 

Mr.  Stevens.  What  right  did  the  State  acquire  across  that  land  on 
the  even  sections  i 

Mr.  Snapp.  The  Supreme  Court  holds  that  they  acquired  that  right. 

Mr.  Stevens.  What  rights 

Mr.  Snapp.  The  right  to  the  canal  and  the  towpath  bank. 

Mr.  Walkeb.  According  to  the  decision  of  the  Supreme  Qourt  of 
the  United  States- 

When  Congress  under  the  act  (»f  1S27  granted  tlie  alteniate  sectionp  to  the  State 
throughout  the  whole  length  of  the  public  domain,  in  aid  of  the  construction  of  the 
canal,  it  also  grante<l  by  plain  implication  the  right  of  way  through  the  reserved 
sections,  for  it  can  not  be  presumed  the  Government  was  granting  all  these  alter- 
nate sections  to  the  State  for  the  purpose  avowed,  and  vet  meant  to  withhold  the 
right  to  pans  through  the  sections  reserved  to  the  United  States  along  the  route  of 
the  proposed  canal.     But  the  imi)lication  would  not  extend  to  the  90  feet  on  each 
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side.  It  would  extend  to  the  land  necessary  to  be  used  for  the  eanal  of  the  width 
contemplated,  and  that  had  Ixjen  asserted  in  an  act  of  the  general  assembly  in  1825 
and  was  subsequently  reiterated  in  another  act  of  that  body  ( 1829) . 

Mr.  Stevens.  Do  you  understand  from  that,  then,  Mr.  Walker, 
that  that  would  carrj^  the  title  from  the  Government  to  the  State  to 
the  90  feet  in  the  even  sections? 

Mr.  Walker.  Not  the  90  feet,  but  the  bed  of  the  canal  and  the 
berm-bank  through  the  even  sections. 

Mr.  Snapp.  It  was  a  bitterly  litigated  suit,  and  finally  determined, 
as  I  said,  against  the  State.  1  would  suggest  that  in  this  connection 
the  committee  get  the  files  of  the  arguments,  the  briefs  filed  in  that 
case. 

Mr.  Stevens.  That  is  the  only  point  of  this  hearing. 
Mr.  Walker.  Let  me  call  your  attention  now  to  another  decision 
of  the  Supreme  Court  which  elucidates  the  problem  you  suggest,  and 
it  seems  to  me  to  dispose  of  it  in  our  favor. 

Mr.  Wilson.  Then  you  contend  that  the  State  of  Illinois  has  not 
absolute  title  to  the  90  feet  on  either  side  of  this  canal  in  the  even 
sections? 

Mr.  Walker.  No,  sir;  the  Supreme  Court  has  held  not. 
Mr.  Snapp.  We  did  contend  so,  but  were  defeated  in  that  contention. 
Mr.  Wilson.  Then  the  Government  has  some  right  in  this  Illinois 
and  Michigan  canal  i 
Mr.  Snapp.  It  has  hot. 

Air.  Walker.  If  the  iTOvernment  has  sold  the  land  to  the  adjoining 
owners,  it  belongs  to  them.  ^ 

Mr.  Wilson.  It  would  depend  upon  the  deedsor  conveyances  to  each 
individual  on  the  even  sections  of  the  land? 

Mr.  Snapp.  That  is  a  question,  of  course,  between  the  State  and  the 
individual  citizens  of  the  State  ;  and  their  title,  of  course,  depends  on 
the  laws  of  the  State. 

Mr.  Walker.  Now,  upon  the  other  proposition  you  suggest,  the 
question  of  the  efl'ect  of  the  title  to  this  portion  of  the  canal  property 
to  the  even  sections  :  The  only  case  I  have  found  bearing  upon  that 
point  is  the  case  of  Walsh  r.  Columbus,  Hocking  Vallev  and  Athens 
kailway  C'ompany,  reported  in  17<i  V,  S.,  469.  Ine  Fedferal  Govern- 
ment granted  to  the  Stiite  of  Ohio  500,000  acres  of  land  in  aid  of  con- 
struction of  canals.  TheStateof  Ohio  built  this  canal  that  is  involved 
in  this  case  and  operated  it  for  a  while,  and  then  passed  an  act  of  the 
legislature  abandoning  the  canal,  leasing  it  to  a  railroad  company  for 
the  construction  of  a  railroad  thereon  and  the  operation  thereof.  The 
adjoining  owner  brought  injunction  against  the  railroad  to  enjoin  the 
railroad  company  from  building  its  railroad,  claiming  that  the  title  to 
the  land  had  reverted  to  the  United  States;  at  any  rate  that  they  had  lost 
their  right  under  that.  But  the  Supreme  Court  of  the  United  States 
said  no,  and  this  is  a  portion  of  their  opinion,  reported  on  pages  477 
and  478: 

That  the  proposed  use  of  the  right  of  way  for  a  railway  wan  an  analogouH  public 
use  to  that  of  the  canal,  and  wa*<  not  in  violation  of  the  act  of  Conjjress  or  the  Con- 
stitution. 

The  language  of  the  act  granting  the  land  to  Ohio  was  practically 
the  language  of  the  act  of  1827,  granting  the  land  to  the  State  of  Illi- 
nois.    The  only  reservation  therein  was  the  right  of  free  transporta- 
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tion  to  the  FedemI  Government  of  its  property  over  the  canal,  just  as 
the  only  reservation  in  the  act  of  1827  as  to  Illinois  is  a  similar  pro- 
vision. One  of  the  points  invoked  was  that  it  was  in  violation  of  the 
Constitution  of  the  United  States,  invalidating  the  contract  made 
between  the  Federal  Government  and  the  State  of  Ohio  by  reason  of 
the  reservation  in  the  grant. 

Whether  the  canal  should  be  maintained  forever  as  such,  or  should  give  way  to 
more  modern  metho<i8  of  transportation,  was  a  matter  of  much  less  moment  to  the 
Tnited  States  than  to  the  State.  The  General  Government  was  only  interested  in 
securing  their  use  for  the  public  and  the  free  transportation  of  it^^  own  servant«<  and 
property.  The  objet't  of  the  act  was  to  facilitate  and  encourage  public  improvementn, 
but  not  to  stand  in  the  way  of  the  adoption  of  more  f)erfect  methods  of  transporta- 
tion which  might  thereafter  be  discovered. 

Had  the  question  of  internal  improvements  arisen  ten  or  fifteen  years  later,  when 
railways  began  to  l)e  constructed,  it  is  (juite  improbable  that  the  State  would  have 
embarked  upon  this  system  of  canals  or  tliat  C5ongreKs  would  have  aided  it  in  the 
enterprise. 

Waiving  the  question  whether  the  State  could  have  aliandoned  the  lands  upon 
which  these  canals  were  built,  as  public  highways,  we  think  it  entirely  dear  that 
Congress  could  not  have  intended  to  tie  the  State  down  to  a  particular  method  of 
using  them,  when  subse<iuent  experience  pointed  out  a  much  more  pra^^ticable  method 
which  has  supplanted  nearly  all  the  canals  in  use. 

There  was  no  undertaking  to  keep  up  the  canals  for  all  time,  and  we  think  the 
proper  construction  of  the  proviso  is  that  the  Government  should  be  entitle<l  to  the 
tree  use  of  the  canals  as  long  as,  and  no  longer  than,  thev  were  maintained  as  pul>lic 
highways,  and  that  the  at!t  of  1894,  leasing  those  lands  to  the  defendants  for  an 
analogous  purpose,  does  no  violence  U)  the  contract  claus<^  of  the  Constitution. 

Were  the  (|uestion  one  of  doubt,  we  would  hesitate  long  before  refusing  to  defer 
to  the  many  decisions  of  the  supreme  court  of  Ohio,  through  several  changes  in  its 
personnel,  holding  it  to  be  within  the  j>ower  of  the  State  to  abandon  the  canal  for 
other  public  purposes,  an<l  that  such  abandonment  gave  no  right  of  action  to  private 
parties  incidentally  affected  or  damnified  by  it. 

Then  there  are  cited  decisions  of  the  supreme  court  of  Ohio  and 
decisions  of  the  supreme  courts  of  New  York,  Vermont,  Pennsylvania, 
and  Massachusetts. 

That,  it  seems  to  me,  shows  that  although  the  legislature  should 
hereafter— it  has  not  done  so  yet — pass  an  act  abandoning  this  canal 
or  any  portion  of  it,  it  still  would  not  require  that  even  tne  even  sec- 
tions should  go  back  to  the  United  States,  because  there  is  no  provision 
therein  except  the  provision  similar  to  that  in  the  Ohio  statute,  and 
therefore  it  would  remain  in  the  State.  If  the  State  undertook  to  sell 
the  property  to  you  or  me,  then  another  question  might  arise:  but 
until  the  legislature  by  its  action  determines  that  it  will  abandon  the 
canal  and  determines  what  the  facts  of  that  abandonment  shall  be, 
there  is  no  right  in  the  Federal  Government  to  interfere. 

Now,  3^ou  will  see  ver}^  readily  that  the  attempt  to  do  so  is  to  cloud 
the  title  to  the  land  in  Illinois— to  i*aise  a  question  whether  or  not  the 
Federal  (Jovernment  still  assumes  to  own  that  land  and  exercise  some 
control  over  it.  We  say  that  the  Federal  Government  ought  not  to  do 
that,  that  the  legislature  of  the  State  of  Illinois  is  in  control- of  the 
property  and  has  passed  no  law  showing  an  intention  to  abandon  it 
or  showing  an  abandonment,  and,  therefore,  if  there  is  anything 
desired  by  the  sanittiry  district  with  reference  to  this  canal,  they 
should  be  relegated  to  the  legislature  of  the  State  of  Illinois  to  get 
their  rights  and  should  not  come  to  Congress  to  ask  Congress  not  only 
to  undertake  to  interfere  in  this  matter  when  there  is  no  abandonment, 
but  also  in  a  certain  way  to  cloud  the  title  of  the  State  in  the  property. 
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Now,  furthermore,  with  reference  to  this  bill,  the  bill  on  its  face 
seeins  to  indicate  that  the  canal  lands  and  the  sanitary  district  lands 
adjoin  one  another  and  that  it  would  be  one  entire  propert}'.  Such  is 
not  the  fact  at  all.  There  are  railroad  rights  of  way  ana,  I  understand, 
individual  property  rights  and  rights  of  ownership  between  the  sani- 
tary district  property  and  the  Illinois  property  in  the  Illinois  and 
Michigan  Canal;  so  that  it  would  not  give  contiguous  property  or  con- 
tiguous rights  in  any  way,  and  there  would  be  no  reason  why  it  should 
be  given  to  the  sanitary  district. 

On  the  other  hand,  the  question  of  the  value  of  the  property  varies 
from  one  to  two  or  three  million  dollars.  We  say  that  Congress 
ought  not  to  undertake,  ought  not  to  intimate  a  purpose,  to  give  to 
the  sanitary  district  an}'  such  money  or  any  such  property,  and  that 
it  would  be  a  wrong,  in  view  of  the  decision  of  the  Supreme  Court, 
and  in  view  of  the  rights  of  this  corporation,  which  is  a  creature  of 
the  legislature  of  the  State  of  Illinois.  It  is  a  branch  of  the  State  of 
Illinois,  a  municipal  corpjoration  organized  for  the  purpose  of  carrj'- 
ing  out  stated  purposes,  in  one  sense  of  the  word,  just  as  much  as  any 
municipality  is,  and  therefore  they  should  go  to  the  legislature  for 
what  they  want,  not  to  Congress. 

It  seems  a  remarkable  thing  to  us  that  Congress  should  seek  to 
deprive  the  State  of  the  property  which  has  been  given  to  the  State  of 
Illinois  in  fee,  so  far  as  the  odd  sections  are  concerned,  and  the  abso- 
lute use  of  which,  as  to  the  even  sections,  has  been  given,  so  far  as  it 
is  necessary  to  utilize  the  purpose  which  C'ongress  had  in  mind  when 
it  granted  the  odd  sections  to  the  State  of  Illinois.  Th(»rc  is  no  (jues- 
tion  of  reversion.  The  only  question  at  all,  it  seems  to  me,  is  the 
question  of  the  contractual  right  between  the  Federal  Govenmient 
and  the  State  of  Illinois  as  to  that  provision  of  the  act  which  your 
committee  sees  has  been  construed  in  a  similar  case  by  the  Supreme 
Court  of  the  Federal  Government. 

Now,  of  coui-se,  my  own  idea  is — I  do  not  know  what  anybody  else's 
idea  is  but  my  own  idea  is  that,  hiking  this  right  of  way  86  miles 
long  and  about  280  feet  wide  through  the  odd  sections,  and  I  guess  IH), 
or  maybe  1(K)  feet  wide  in  the  even  sections,  the  real  practical  use  of 
that  property  and  its  value  is  for  railroad  right  of  way,  and  I  appre- 
hend—that is,  my  idea  would  be— that  if  the  State  ever  undertook  to 
dispose  of  that  and  ever  undertook  to  abandon  the  canal,  from  the 
very  situation  and  from  its  value  as  such,  it  would  dispose  of  it  for 
railway  purposes,  and  thus  bring  it  under  the  Ohio  case. 

Mr.  Stevens.   Bring  it  under  the  Ohio  case^ 

Mr.  Walkeu.  Yes,  sir;  and  there  is  no  question  on  the  part  of  the 
State  of  Illinois  that  they  will  abandon  the  canal.  It  does  not  say  that 
the  State  is  going  to  abandon  the  canal. 

Mr.  Wilson.  It  implies  it.  Would  it  not,  as  a  matter  of  fact, 
destroy  that  part  of  the  canal  i 

Mr.  Walker.  I  do  not  know  what  the  topography  is.  1  would 
think  not.  A  man  looking  over  the  country  would  apparently  see 
that  the  sanitary  district  is  higher  than  the  level  of  LaKe  Michigan, 
but  I  think  in  fact  it  is  lower.  I  understand  there  was  some  talk  about 
some  sewage  rights.  That  is  not  in  the  bill,  but  I  understood  it  was 
a  sort  of  counter  proposition  or  counter  irritant  with  reference  to  it. 
As  to  that  we  say.  if  it  is  a  proper  thing  to  have,  the  legislature  of 
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Illinois  will  grant  it  through  its  umnicipal  government,  and  the  Fed- 
eral Government  ought  not,  as  to  that,  pass  any  act,  because  the  pas- 
sage of  an  act  or  resolution  with  reference  to  the  canal  immediately 
assumes  the  theory  of  some  control  by  the  Federal  Government  over 
the  canal,  which  we  say  it  has  not  the  right  to  assume  and  should  not 
assume. 

Mr.  LovERiNG.  Has  Mr.  Walker  stated  what  are  the  conditions  by 
which  certain  rights  were  reserved  to  the  United  States^ 

Mr.  Stevens.  Yes;  he  claims  there  were  none  reserved 

Mr.  Walker.  Except  the  right  of  tmffic. 

Mr.  Stevens.  As  I  understand  the  situation  now,  then,  the  only  right 
we  have  to  inquire  might  be  as  to  the  even  sections — the  portion  that 
is  occupied  actually  by  the  canal,  that  has  not  already  been  patented 
by  the  United  States  to  somebody  else,  and  that  the  portion  which  is 
now  occupied  by  the  canal  unpatented  under  certain  contingencies 
might  possibly  revert  to  the  United  States  at  some  time,  but  none  of 
these  contingencies  have  yet  occurred. 

Mr.  Walker.  Yes. 

Mr.  Stevens.  That  is  the  situation  we  are  in,  and  I  wanted  you  to 
understand  that,  General  [addressing  (Jeneral  Davis],  because  the  ques- 
tion might  arise  at  some  future  time.  Wc  have  no  right  over  the  odd 
sections,  and  nothing  has  been  shown  to  us  that  the  sewage  district  of 
Chicago  desires  a  right  of  way  over  the  even  or  odd  sections. 

Now,  do  you  think,  Mr.  Walker,  if  Congress  should  assume  to  allow 
a  license,  so  far  as  it  is  concerned,  over  any  of  its  possible  interest  in 
that  portion  of  the  land  in  the  odd  sections,  that  that  would  affect  the 
right  of  the  State  or  the  leased  property  of  the  State  or  the  Federal 
Government^ 

Mr.  Walker.  Yes;  I  think  it  would. 

Mr.  Stevens.  In  what  way  if 

Mr.  Walker.  In  the  first  place,  you  would  not  have  any  legal  right 
to  act  until  an  act  of  abandonment  had  been  pass^^d  or  had.  Ihe  canal 
commissioners  could  not  abandon  the  canal  any  more  than  an  individ- 
ual could.  The  Stjite  legislature  must  abandon  the  canal  if  it  is 
to  be  abandoned. 

Mr.  Stevens.  Congress  can  not  affect  the  rights  of  a  State  that  the 
State  already  preserves  under  its  original  grant  if 

Mr.  Walker.  Yes;  but  even  in  the  conveyance  of  real  estate,  suppose 
I  had  authority  to  sell  you  a  piece  of  valuable  property  and  there 
should  turn  up  a  deed  to  the  General — a  quitclaim  deed — on  the  record 
from  the  partv  who  originally  owned  it  it  would  immediately  raise 
the  question,  \Vhat  right  has  the  General  got'^  That  is  a  cloud  upon 
mv  title.  You  do  not  want  to  pa}'  for  a  valuable  piece  of  property 
wnen  the  (iene^-al  is  making  some  claim  to  it,  although  you  may  j*ay 
you  do  not  see  that  the  General  has  any  valid  claim.  6ut  still  there 
must  be  something  there,  else  the  deed  would  not  have  been  made  by 
the  grantor  who  granted  to  me. 

Now,  another  thing  I  might  suggest:  It  would  not  do  any  good  to 
the  sanitary  district,  because  neither  the  canal  commissioners  nor  the 
State  of  Illinois  would  recognize  any  right  through  that  grant.  There- 
fore they  have  got  to  come  to  the  canal  commissioners  or  the  legisla- 
ture to  get  the  right  to  cross,  because  the  statute  of  Illinois  pi-ovide^* 
that  the  canal  commissioners  shall  prevent  anybody  from  encroaching 
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upon  the  property,  and  shall  have  them  arrested  and  puruse  a  gen- 
eral course  in  the  protection  of  the  propert}';  and  therefore  it  would 
do  them  no  good  and  it  would  injure  the  State  in  that  question  of  title 
which  I  referred  to. 

Mr.  Stevens.  Have  you  any  questions,  Mr.  Loveriug? 
Mr.  LovERiNG.  No.     Have  you  any.  General? 
General  Davis.  No,  sir. 

Mr.  LovERiNo.  You  consider  that  the  canal  has  in  no  sense  ever 
been  abandoned^ 

Mr.  Wai.kkr.  No,  sir.  It  is  running  now;  at  least  it  was  operat- 
ing before  navigation  closed  and  will  resume  whenever  navigation 
opens  again.  It  nas  been  in  continuous  operation  for  traffic  ever  since 
it  was  built. 

Mr.  LovERiNG.  Has  it  been  op^M'ated  for  anv  other  purposes  than 
traffic^ 

Mr.  Walker.  There  is  water  power  created  b}^  this  portion  of  the 
canal  that  is  covered  by  this  bill.  That  brings  in  an  annual  rental  of 
over  ^10,000  a  year. 

Mr.  LovERiN(j.  Is  it  used  because  it  is  an  advantage  to  use  it  or  only 
to  keep  the  title  alive  i 

Mr.  Walker.  It  is  used  because  it  is  an  advantage,  so  far  as  that  is 
concerned,  and  the  general  policy  of  the  (jovernnient  is  to  keep  up  its 
waterways,  in  order  to  control  the  railroads.  We  all  know  that  a  rail- 
road along  a  waterway  has  lower  rates  than  elsewhere. 

Mr.  McKinney.  Is  it  not  a  fact  that  the  operation  of  the  canal  as  it 
is  now  conducted  has  an  effect  upon  the  railroad  rates  ^ 

Mr.  Walker.  Oh,  yes.  The  experience,  as  I  am  informed  by  the 
superintendent,  is  that  when  navigation  closes  the  i*ailroad  i*ates  rise 
about  26  per  cent,  and  when  navigation  opens  again  they  fall  about  25 
per  cent. 
Mr.  Stevens.  General  Davis  has  a  question  to  propound. 
General  Davis.  Do  you  regard  the  canal  as  part  of  the  navigable 
waters  of  the  United  States^ 

Mr.  W'alker.  No;  it  is  not  a  part  of  the  navigable  waters  over 
which  the  Federal  (lovernnient  has  control.  It  is  an  artificial  channel 
entirely.  I  might  explain  a  little  further:  As  a  matter  of  fact,  at 
Copperas  Creek,  the  Illinois  legislature,  in  order  to  improve  the  Illi- 
nois River,  has  built  two  dams,  one  at  Copperas  Creek  and  one  at 
Henry,  and  the  legislature  gave  to  the  State  of  Illinois  the  control  of 
the  Illinois  River  for  navigation  purposes  to  a  point  1,000  feet  above 
the  dam.  My  recollection  is  that  the  Federal  Government  made  a 
grant  in  aid  of  the  construction  of  the  dam  at  Copperas  Creek.  Thovse 
dams  were  built  by  the  State  in  aid  of  it,  to  enable  the  canal  traffic  to 
get  down  there  and  through  the  Illinois  River,  because  it  filled  up  by 
accretion,  and  part  of  it  has  been  a  joint  work  by  the  Government  and 
by  the  State  of  Illinois. 

General  Davis.  Of  course  there  are  a  great  many  decisions  on  the 
subject  of  what  constitutes  a  part  of  the  navigable  waters  of  the  United 
States.  If  it  were  found  that  the  authorities  bore  pretty  strongly  that 
way,  that  it  was  a  part  of  the  navi^ble  waters  of  the  United  States, 
then  the  crossing  of  the  sewer,  I  believe,  would  be  putting  an  obstruc- 
tion to  it? 
Mr.  Walker.  Yes.  .    . 
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Mr.  McCoRMiCK.  The  Illinois  and  Michigan  Canal  iss  the  subject  of 
a  treaty  with  Canada.  The  old  treaty  says  that  the  citizens  of  Canada 
have  equal  right  of  transportation  with  our  own  citizens  upon  all  the 
waters  of  the  Lakes  and  all  waters  connecting  the  Lakes  with  the  Gulf 
of  Mexico,  and  all  canals  connecting  the  Lakes  with  the  Gulf  of 
Mexico  existing,  and  all  that  shall  be  built  in  the  future.  1  can  not 
quote  you  the  exact  language  to-day,  but  I  can  get  it  when  I  go  back 
to  my  office. 

General  Davis.  There  is  a  long  controversj^  with  England  as  to  the 
right  to  navigate  the  St.  Lawrence  River  on  the  part  of  Americans, 
and  it  has  been  contended  that  the  St.  Lawrence  River  on  our  part 
below  Ontario  should  be  regarded  as  an  arm  of  the  sea;  and  in  reply 
to  that  contention  the  British  Government  have  contended  that  if  the 
Erie  Canal,  for  example,  were  thrown  open  to  Canadian  commerce 
without  charge,  they  would  be  willing  on  their  part  to  throw  open  the 
St.  Lawrence  River  and  its  tributary  canals  to  us.     I  would  not  be  sur- 

Srised  if  there  was  such  a  treaty  as  you  mention.     There  is  a  good 
eal  of  treaty  work  of  that  kind. 

Mr.  Stevens.  Now,  Mr.  Walker,  if  any  freight  were  billed  or  trans- 
ported in  this  canal  down  to  the  Mississippi  River  down  to  the  borders 
of  Missouri,  that  would  make  it  interstate,  would  it  not,  and  bring  it 
under  the  control  of  the  Federal  Government? 

Mr.  Walker.  Well,  I  do  not  know.  The  Federal  Government  is 
reaching  out  in  that  wav,  so  that  I  do  not  know  how  it  would  be. 

Mr.  Stevens.  Would  it  not  do  that  ? 

Mr.  AValkek.  I  hardly  thought  so,  because  of  a  grant  to  the  State. 

Mr.  Stevens.  But  Congress  can  not  grant  away  its  constitutional 
authority  to  regulate  commerce  ( 

Mr.  Walker.  No;  but  the  mere  fact,  it  seems  to  me,  that  1  dig  a 
canal  myself  or  have  a  warehouse  off  a  mile  from  the  Illinois  River 
and  I  dig  a  canal  mvself  to  the  Illinois  River  and  make  the  connection 
and  transport  freight  down  there  does  not,  it  seems  to  me,  necessarily 
involve  the  idea  that  the  Federal  Government  should  have  any  control 
over  the  rate  which  I  may  charge  on  my  own  canal. 

Mr.  Stevens.  If  you  have  a  warehouse  and  are  a  common  carrier 
the  Federal  Government  would  have,  would  it  not? 

Mr.  Walker.  Yes;  in  that  case  it  would.  If  the  effect  of  the  sew- 
age is  to  destroy  the  channel,  that  is  something  that  the  Federal  Gov- 
ernment does  not  want,  because  it  would  then  be  destroying  something 
given  by  the  authority  of  Congress. 

Mr.  Stevens.  (Jeneral  Davis's  idea  is  that  we  have  the  authority  to 
regulate  the  matter  in  some  way. 

Mr.  Walker.  You  would  not  have  the  authority  to  destroy  if  the 
effect  of  digging  the  sewer,  as  contended,  would  have  the  effect  of 
destroying  tne  canal.  In  that  case  even  you  would  not  have  the  power 
to  do  that.     You  could  reflate,  but  not  destroy. 

Mr.  Stevens.  It  sometimes  amounts  to  the  same  thing,  you  know. 

Mr.  Walker.  Yes;  some  of  the  railroads  think  so,  but  that  is  not 
the  intention  of  Congress,  of  course. 

General  Davis.  Tnere  have  been  quite  a  number  of  decisions  since 
1890,  when  Congress  began  to  legislate  actively  on  that  subject,  and 
occasionally  I  find  it  necessary  to  go  over  them,  and  I  find  they  very 
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scrupulously  regard  the  right  of  States  in  that  respect,  both  as  to  con- 
struction of  bridges  and  piers,  and  I  have  thus  far  found  that  tire  leg- 
islation as  to  waters  by  Congress  within  a  State  does  not  excUide 
municipal  or  State  control.  That  is  the  case  as  to  the  Chicago  River 
and  the  Calumet  River. 

Mr.  Walker.  Of  course  any  legislation  of  Congress  ought  to  be, 
and  1  think  would  be,  in  aid  of  the  commerce.  The  Federal  Govern- 
ment would  simply  undertake  to  regulate  the  conunerce  and  not 
attempt  to  regulate  the  channel.  They  certainly  would  not  regulate 
the  cnannel,  because  the  State  of  Illinois  some  years  ago,  when  the 
Hennepin  Canal  was  started,  passed  an  act  giving  to  the  Federal  Gov- 
ernment the  Illinois  and  Michigan  Canal  if  they  would  accept  it.  They 
would  not  accept  it.  I  do  not  think  the  Federal  Government  would 
have  any  right  to  come  into  the  Illinois  and  Michigan  Canal  and  exca- 
vate it,  or  part  of  it  at  all,  but  it  could  only  control  the  traffic  thereon. 
But  .that  is  far  awa}'  from  the  present  proposition. 

Mr.  Stevens.   Do  you  desire  to  say  anything  further? 

Mr.  Walker.  No,sir. 

Mr.  Wilson.  Mr.  McCormick,  the  president  of  the  drainage  com- 
mission, is  here  this  morning. 

Mr.  Stevens.   We  will  hear  Mr.  McCormick. 

STATEMENT  OF  MB.  BOBEBT  B.  McCOBMICK,  FBESLDENT  OF  THE 
BOABB  OF  TBTJ8TEES,  SANITABT  DISTBICT  OF  CHICAGO. 

Mr.  Stevbins.   You  are  the  proponent  of  the  bill  No.  24271? 

Mr.  McCormick.  Yes,  sir. 

Mr.  Stevens.  Will  you  please  state  your  views ^ 

Mr.  McCormick.  Yas,  sir.  Before  beginning  1  would  like  to  cor- 
rect Mr.  W^alker  in  a  mistake  that  he  inadvertenth'  made.  He  stated 
he  was  representing  the  governor  of  Illinois,  and  through  him  the  State. 
Mr.  Walker  is  mistaken  in  that. 

Mr.  W^ALKER.  I  was  sent  by  the  governor  personallv. 

Mr.  McCormick.  The  governor  told  me.he  had  no  views  on  the  sub- 
ject, and  wished  me  to  elaborate  my  views  so  that  he  could  make  up 
his  mind  and  see  what  was  correct.  You  know  he  has  been  elected  only 
two  years  and  has  not  had  time  to  master  all  the  details  of  the  matter. 

Mr.  Walker.  I  came  here  at  the  personal  request  of  the  governor, 
and  not  at  the  request  of  the  canal  commissioners. 

Mr.  McCormick.  He  informed  me  that  you  appeared  at  the  request 
of  the  canal  commissioners. 

Mr.  Walker.  That  was  on  Monday '( 

Mr.  McCormick.  Yes,  and  to-day  is  W^ednesday. 

Mr.  Walker.  He  telephoned  me  to  come  to  Springfield  last  Wednes- 
day, and  asked  my  opinion  with  reference  to  the  situation,  and  I  gave 
it  to  him,  and  he  asked  me  to  come  to  W^ashington. 

Mr.  Stevens.  I  do  not  think  that  is  important,  gentlemen.  What 
we  want  here  is  the  facts. 

Mr.  McCormick.  I  want  to  go  into  the  history  of  this  matter.  A 
great  deal  can  be  brought  out  before  we  go  into  the  case.  I  have  not 
gone  into  the  law  because  the  Attorney -General  or  the  Judge  Advo- 
cate-General held  that  the  title  was  in  the  United  States,  while  Mr. 
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Walker  holds*  that  it  is  in  the  State.     However  thii*  may  be.  I  onh' 
want  it  to  wind  up  where  it  belong?^  in  the  sanitary  district. 

In  1822  and  1827  the  Congress  passed  statutes  which  resulted  in  the 
construction  of  the  canal.  The  canal  was  opened  in  1848  to  traffic. 
It  was  not  finished,  however,  in  accordance  with  the  plans  on  which  it 
was  begun,  because  the  funds  obtained  by  borrowing  money  and  by 
the  sale  of  land  were  insufficient  for  that  purpose.  The  ciinal  was 
more  or  less  successful  in  the  succeeding  years,  but  not  entirely  suc- 
cessful as  a  waterway;  but  its  most  successful  veais  wove  in  the  late 
fifties  and  during  the  civil  war. 

In  1864  the  drainagt*  situation  became  serious  in  Chicago,  and  an  act 
was  passed  by  the  Illinois  legislature  stating  that  Chicago  wanted  to 
drain  itself  and  reciting  the  fact  that  the  canal  from  Bridgeport  to 
Joliet  had  not  been  dug  to  its  entire  depth,  and  that  digging  it  to  it^* 
proper  depth  would  be  ecjually  advantageous  to  Chicago  as  a  sewer 
and  to  Joliet  as  a  waterway.  As  I  remember,  at  the  time  of  the  tire, 
this  money  was  refunded  to  Chicago,  a  pure  gift  by  the  State. 

It  is  rather  interesting  to  know  that  even  in  1864  the  canal  was 
looked  upon  I)y  the  connnissioners  more  as  a  revenue  producer 
than  as  a  waterway.  It  is  int^M-esting,  because  in  recent  years,  as 
laid  down  by  our  su])reme  court,  as  a  waterway  it  was  abandoned 

Mr.  Stevens.   In  what  way  did  it  produce  revenue^ 

Mr.  McCoRMiCK.  In  order  to  facilittite  the  deepening  of  it,  they 
closed  the  canal  a  month  earlier,  closed  the  navigation,  and  opened  it  a 
month  later,  which  evidently  prevented  its  being  used  for  tmiisporta- 
tion.  At  the  same  time  the  city  of  Chicago  was  required  to  pa>  the 
canal  an  estimated  amount  of  lost  tolls,  so  that  as  a  revenue  producer 
it  was  better  with  navigation  partially  stopped  than  if  navigation  had 
not  been  stopped. 

Later  on  Chicago  again,  through  its  drainage  needs,  spent  still  more 
moitey.  It  installed  and  operated  pumps  to  get  a  greater  current 
through  the  canal,  and  this  w^ater  was  afterwards  used  at  Lockjwrt 
and,  I  believe,  at  Joliet,  for  wat^r-power  purposes. 

Mr.  Stevens.  Who  obtained  the  revenue  from  thatf 

Mr.  MoCoRMiCK.  The  State  obtained  the  revenue,  what  there  was. 

Mr.  Schilling,  'the  canal  conmiission  ? 

Mr.  McCoRMiCK.  Yes;  it  was  not  paid  into  the  State  treasury. 

In  1870  in  the  public  mind  the  idea  nad  become  so  sure  that  the  canal 
was  no  longer  a  practical  affair  that  they  put  it  in  the  new  constitution 
of  the  State  that  the  credit  of  the  State  should  not  be  pledged  for  any 
more  improvements  to  the  canal,  nor  should  any  appropriation  from 
the  general  revenues  be  made  for  the  maintenance  or  improvement  of 
it.  In  spite  of  this  fact  appropriations  were  actually  made,  until  the 
matter  was  taken  up  in  the  Supreme  Court  by  Mr.  Burke,  and  in  the 
case  of  Burke  i\  Snively  the  appropriation  was  stricken  out  in  the 
supreme  court  of  Illinois. 

Mr,  Stevens.  That  is  held  invalid  ? 

Mr.  McCoRMiCK.  Yes;  held  invalid.  As  I  say,  at  one  time  the  canal 
wjis  undoubtedly  a  used  and  navigable  watei-way.  But  that  was  in  the 
days  of  small  things,  when  a  small  canal  could  be  prosperous.  But  as 
time  went  on  and  the  rest  of  the  country  grew,  the  canal  was  outgrown 
and  became  no  longer  useful. 

In  1875  the  tolls  amounted  to  about  *1()0,000,  or,  in  fact,  $101,0(X>. 
The  expenditures  were  al)out  $80,000.     In  1901  the  expenditui-es  were 
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about  the  same,  but  the  tolls  were  $8,000,  and  in  1905  the  tolls  were 
^,000.^ 

Mr.  Stevens.   Where  does  the  money  come  from  to  pay  the  expenses  ? 

Mr.  McCoKMiCK.  The  money  in  1900  came  in  a  very  queer  way. 
The  supreme  court  rendered  a  decision  in  the  case  of  Burke  v. 
Snivel^'— I  can  quote  the  ver3'  words  to  you,  which  will  probably  be 
better  than  trusting  mv  memory.  The  supreme  court  of  Illinois  holds 
that— 

The  canal  has  practically  fallen  into  disujse  for  any  of  the  ])urix)se8  of  transporta- 
tion of  either  person  or  property,  and  has  been  perverted  to  mere  eommercial  pur- 
poses of  supplying  water  power  to  those  along  its  banks  and  sellinp  privileges  to  cut 
ice  from  its  pools.     It  is  no  longer  a  highway  of  commerce. 

That  is  found  in  208  Illinois,  pajife  58.  Also,  the  canal  has  rented 
some  of  its  property  that  I  know  of  to  various  powder  purposes,  for 
storing  dynamite,  and  has  disposed  of  its  property  from  time  to  time 
that  it  had  not  disposed  of  before. 

Coming  to  modern  times,  the  canal  was  not  large  enough  to  act  as  a 
sewer  for  Chicago  or  be  practically  a  vein  of  commerce.  Along  in 
the  eighties  it  bec^ame  evident  that  Chicago  had  to  seek  some  new 
means  of  drainage.  I  need  not  go  into  the  various  plans  that  were 
considered,  but  the  one  adopted  was  that  the  sewage  of  Chicago 
should  be  taken  over  the  divide  at  Summit  and  deposited  in  the  Des 
Plaines  River,  and  taken  on  down  the  Illinois  Kiv^er  to  the  Mississippi. 
The  exp<^rts  said  that  the  sewage  could  be  diluted  to  the  extent  of 
20,000  cubic  feet  per  minute  for  over  100,000  inhabitants. 

Then  the  drainage  canal  was  built.  If  this  canal  had  been  built 
simply  as  a  drainage  canal,  taking  into  consideration  the  purification 
of  the  sewage  by  ailution,  it  could  have  been  built  at  half  its  cost,  or 
perhaps  a  little  more.  As  you  know,  the  flow  of  water  depends  upon 
the  utilization  of  the  topography  of  the  <»ross  section  of  the  State. 
The  cheapest  thing  to  do  would  be  to  cut  a  comparatively  steeper 
canal  and  a  great  deal  narrower  one.  That  would  have  given  a  cur- 
rent of  from  3  to  (J  miles  an  hour,  and  the  same  amount  of  water 
could  have  gone  through  the  smaller  channel,  but  it  could  not  have 
been  navigable.  .  The  sanitarj^  district  act  was  passed  specifically  mak- 
ing the  drainage  canal  a  navigable  stream;  and  not  onlj^  that,  but  a 
deep  waterway — a  thing  which  has  been  advocated  since  the  time  of 
Pere  Marquette,  practically.  The  original  drainage  law  that  I  have 
with  me  recites  that  in  the  rock  sections  the  canal  shall  be  nowhere 
less  than  15  feet  deep,  and  in  the  earth  sections  nowhere  less  than  14 
feet  deep. 

In  building  this  drainage  canal  the  waterway  feature  was  so  strongly 
represented  in  the  minds  of  the  taxpayers  of  Chicago  that  they  built 
the  canal  22  feet  deep  throughout  its  entire  length. .  If  the  canal  were 
intended  to  be  used  merely  for  a  sewer  it  could  not  only  have  been 
narrower,  but  they  could  have  built  truss  bridges  to  span  it,  which 
would  have  been  a  great  deal  cheaper  than  bridges  of  a  movable  t^^pe. 
There  is  a  great  eignt-track  railroad  bridge  which  of  itself  cost  nearly 
11,000,000.  It  could  probably  have  been  built  for  a  hundred  thousand 
dollars  under  the  other  plan.  So  it  was  on  down  the  canal;  there  were 
15  or  20  bridges  built,  all  moveable.  It  is  obligatory  under  the  law  to 
operate  those  bridges  all  the  time.  The  estimate  by  our  bridge 
engineer  is  to  the  effect  that  to  put  in  the  machinery  on  those  bridges 
alone  will  require  another  million  and  half  dollars. 
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In  order  to  get  the  flow  of  water  necessary  to  meet  the  law  — if  I  siui 
not  making  myself  clear  I  wish  you  would  interrupt  me,  the  matter  is 
so  familiar  to  me  that  1  perhaps  forget  that  others  do  not  know  so 
much  about  it — in  order  to  get  enough  water  through  the  canal  they 
have  to  get  a  greater  opening  to  the  lake  than  was  afforded  i)y  the 
canal  in  its  former  condition.  The  cheapest  way  to  do  that  would 
have  been  to  build  a  number  of  large  conduits  like  that  at  Thirty-ninth 
street,  because  at  one  place  the  river  goes  very  near  the  lake  and  then 
swings  away  from  it,  and  by  building  three  or  four  conduits  plenty  of 
water  could  have  been  brought  in  without  taking  it  to  the  river. 
However,  the  navigation  feature  was  still  to  the  fore,  and  what  the 
district  did  was  to  widen  the  river  to  200  feet  and  also  to  take  out  the 
center  bridges  and  substitute  for  them  bridges  of  the  bascule  type. 
The  sanitary  district  of  Chicago,  which  is  almost,  as  far  as  area  is 
concerned,  equal  to  the  city  of  Chicago,  widened  it  from  17  feet  to  2i^ 
feet,  and  have  placed  over  it  from  7  to  15  bridges. 

Now,  I  do  not  for  a  minute  say  that  this  was  all  done  for  the  pur- 
pose of  navigation.  It  was  done  primarily  for  purposes  of  drainage. 
But,  having  once  decided  to  Uvse  a  certain  kind  of  drainage,  a  great 
deal  more  money  has  been  spent  to  make  it  an  available  waterway. 
There  is  no  question  to  my  mind  that  if  this  work  in  the  Chicago 
River  had  not  been  don(»  by  the  sanitary  district  it  would  have  beeu 
done  sooner  or  later  b}^  the  National  Government,  and  the  National 
Government  has  recognized,  as  a  matter  of  fact,  a  certain  portion  of 
it,  so  far,  if  j^our  present  river  and  harbor  bill  passes,  because  it  pro- 
poses to  do  on  the  northern  branch  what  the  C^hicago  sanitar)"  district 
nas  done  in  the  southern  branch — that  is,  to  bridge  it,  and  has  appro- 
priated in  the  Senate  $20o,0(M)  for  that  piece  of  work. 

Up  to  date  the  drainage  canal  has  cost  about  $52,00(^000.  When  it 
is  completed  it  will  have  cost  about  ^75,000,000,  or  two-thirds  of  the 
entire  cost  of  the  deep  waterway  from  Chicago  to  St.  Louis,  and  about 
half  the  estimated  cost  of  the  waterwa}^  from  Chicago  to  New  Orleans. 
On  the  other  hand,  had  the  canal  been  purely  a  sewerage  project,  I 
have  no  hesitation  in  saving  that  the  total  amount  could  have  been 
covered,  up  to  date,. by  $25,000,000,  and  finally  by  ^0,000,000.  But, 
as  I  saj',  for  the  purpose  of  navigation,  which  was  incorporated  in  the 
State  law  and  added  to  voluntiarily  by  the  people  in  the  sanitary  dis- 
trict, the  extra  amount  was  advanced. 

In  view  of  this  fact,  and  in  view  of  the  fact  that  the  sanitary  dis- 
trict by  next  summer  will  have  completed  a  waterway  most  of  the 
distance  22  feet  deep  and  the  balance  of  the  distance  10  feet  deep,  to 
what  is  known  as  the  Upper  Basin  of  the  Illinois  and  Michigan  Canal, 
there  will  be  no  further  need  of  the  Illinois  and  Michigan  Canal,  even 
for  the  fictitious  waterway.  It  is  about  2i  feet  deep  now  aorth  of 
Joliet 

Mr.  LovEKiNG.  How  deep  did  you  say? 

Mr.  McCoRMiCK.  Practically  2i  feet  deep;  practically  that. 

Mr.  Walker.  It  is  more  than  that  when  in  operation.  There  were 
over  $15,000  worth  of  tolls  received  from  Joliet  to  Chicago  last  year. 

Mr.  McCoRMiCK.  I  think  j^ou  are  mistaken. 

Mr.  Schilling.  Does  that  include  the  $10,000  f 

Mr.  McCoRMiCK.  Not  only  has  this  enormous  amount  of  money 
been  spent  for  the  waterway,  but  eventually  over  $1,(K)0,000  will  have 
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to  be  spent"  to  the  account  of  Illinois  and  Michigan  Canal  directly,  as  I 
will  ilUiHtrate,  if  you  will  permit  me.  When  the  drainage  canal  was 
being  finished,  it  had  to  flow  its  waters  through  the  city  of  Joliet.  The 
old  Illinois  and  Michigan  Canal  crossed  the  DesPlaines  River  at  Joliet, 
and  two  dams  were  built,  old-fashioned  affairs,  that  had  slack-water 
navigation  as  the  canal  crossed,  and  then  proceeded  on  the  west  bank 
of  the  I)es  Plaines  River.  Those  dams  produced  water  power,  which 
came  from  the  water  pumped  by  the  cit}'  of  Chicago:  up  to  the  3'ear 
1900  by  the  cit}'  of  Chicago.  In  order  to  get  the  flow  and  go  through 
the  drainage  canal  to  Joliet,  they  had  to  make  a  change  in  the  nature 
of  the  river  there.  The  sanitary  district  had  first  to  widen  it  consid- 
erably, and  then  they  had  to  make  a  modification  in  the  plans.  After 
long  negotiation  a  plan  was  agreed  upon  between  the  sanitary  district 
and  the  canal  commissioners,  which  left  them  everything  they  had,  so 
far  as  navigation  and  existing  water  powers  were  concerned. 

After  that  contract  was  agreed  to  and  work  was  about  to  begin,  and 
when  the  canal  was  almost  ready  for  o|)ening,  the  canal  commissioners 
took  the  matter  into  the  open  court  and  claimed  that  they  had  made  a  con- 
tract ultra  vires,  which  they  had  no  right  to  make,  and  had  it  annulled. 
The  matter  should  have  l)een  taken  into  the  upper  coui'ts,  as  another 
contract  had  been  taken:  but  it  was  about  the  time  of  the  opening  of 
the  canaU  and  Chicago  was  filled  with  typhoid,  and  the  trustees  of  the 
sanitary  district  did  not  think  they  were  justified  in  delaying  the  open- 
ing of  the  canal  a  year  or  two.  Then  they  submitted  to  the  most 
awful  piece  of  sandl)agging  that  it  has  been  my  misfortune  to  hear  of. 
Having  built  the  canal  for  $50,000,000  to  deliver  a  flow  of  200,000  cubic 
feet  per  minute,  they  were  compelled  to  build  a  water-|K)wer  plant,  a 
great  dam,  a  tailrace,  a  retaining  wall,  and  an  underground  tunnel,  at 
a  cost  of  $885,000,  none  of  which  work  was  even  necessary  for  the 
fiction  of  navigation,  and  none  of  which  was  necessary  for  any  other 
purpose  than  t^e  creation  of  a  water  power. 

Air.  Stevens.  Where? 

Mr.  McCoRMicK.  At  Joliet — Dam  No.  1.  The  sanitarv  district  hsL< 
never  received  one  cent  out  of  this.  To  show  what  a  valuable  water- 
power  plant  they  built  at  their  own  expense,  1  will  only  say  that  the 
htate  received—^ — 

Mr.  Stevens.  I  beg  your  pardon  right  there,  but  that  is  really  none 
of  our  business. 

Mr.  McCoRMiCK.  Very  well.  Now  we  come  to  the  question  of  how 
much  was  sj)ent  which  was  not  for  navigation.  The  fact  is  that  $385,000 
was  spent  by  the  sanitarv  district  for  purposes  other  than  navigation, 
for  the  benefit  of  the  canal  commissioners.  That,  I  think,  is  evident. 
About  the  time  the  canal  was  to  be  opened  another  objection  was  raised. 
It  was  alleged  that  the  opening  of  the  drainage  canal  would  lower  the 
level  of  the  Illinois  atid  Michigan  Canal  and  would  interfere  with  such 
navigation  as  it  had.  The  governor  of  the  State  refused  to  grant  the 
permit  for  the  opening  of  the  drainage  canal  until  satisfactory  arrange- 
ments were  made  on  this  score,  where bj^  the  sanitar}^  district  was  com- 
pelled to  spend  another  $100,000.  After  the  canal  was  opened  the  mat- 
ter was  taken  to  the  State  supreme  court  and  thrown  out  as  having 
been  done  under  duress.  It  was  stated  that  the  contract  was  signed 
ander  duress  and  could  not  be  enforced.  That  makes  about  $5(M).<)00 
up  to  date. 
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Mr.  Walkek.   Who  pleaded  ultm  vims  in  that  casei 

M.  McCoRMicK.  I  am  informed  that  the  canal  commissioners  did  in 
that  case. 

Mr.  Walker.  You  will  tind  that  tlie  drainage  canal  people  did  it. 

Mr.  McCoKMiCK.  Now  we  will  come  to  1903,  to  the  legislation  for 
the  Calumet  Canal,  the  construction  of  which  will  render  the  Illinois 
and  Michigan  Canal  utter  1}^  impossible. 

Mr.  LovERiNC}.  The  construction  or  the  operation' 

Mr.  McCoRMit:K.  The  construction.  It  will  cut  the  Illinois  and 
Michigan  Canal  at  a  lower  level  and  practically  drain  it  drv.  The 
Calumet  Canal  will  come  from  South  Chicago— the  Calumet  River 
through  what  they  call  the  Calumet  channel  into  the  drainage  canal, 
cutting  the  Illinois  and  Michigan  Canal  at  what  they  call  the  Sag. 
The  law  recites  that  the  sanitary  district  must  do  this;  but  inasmuch  as 
doing  this  will  prevent  navigation  before  this  canal  can  be  cut — that 
is,  the  Illinois  and  Michigan  Canal — the  sanitary  district  must  connect 
•  the  south  end  of  its  present  channel  at  Ix)ckport  with  the  Upper  Basin 
Dam  No.  1  at  Joliet,  with  a  canal  not  less  than  10  feet  deep,  at  the 
expense  of  the  sanitary  district. 

I  have  every  contidence  that  the  Illinois  and  Michigan  Canal  to-day 

>^)s  not  more  than  :i^  feet  deep.     But,  admitting  that  it  is  4^  feet  deep, 

when  the  sanitary  district  substitutes  a  canal  through  most  of  its 

.»    length  22  feet  deep  and  at  no  point  less  than  10  feet  deep;  when  it 

builds  the  locks,  as  it  is  re(|uired  to  do  under  this  law;  when  it  [jives 

them  a  large  strip  of  land  on  its  right  of  way  for  their  operations, 

'    does  it  not  seem  fair  that  it  should  be  recompensed   in  some  wa\% 

especially  as  this  extra  work,  namely,  connecting  the  drainage  canal 

with  the  Illinois  and  Michigan  Canal  at  Joliet,  in  itself  cost  half  a 

million  dollars  at  leasts     This  matter  is  not  one  of  opinion,  it  is  not 

one  of  estimate.     Part  of  it  has  been  finished  and  the  contracts  are  let 

on  the  rest,  and  the  figures  can  be  produced. 

Mr.  Stevens.  Before  you  go  further,  let  me  ask  you  this:  By 
'•  law ''  you  mean  a  statute  of  the  State  of  Illinois,  do  you? 

Mr.  McCoRMiCK.  Yes;  a  statute  of  the  State  of  Illinois. 

Mr.  Stevens.  Your  contention  is,  then,  that  the  effect  of  these 
various  statutes  of  the  State  of  Illinois  authorizing  the  construction  of 
the  sanitary  district  and  canal  and  authorizing  their  operation,  and  the 
operations  by  virtue  of  the  statute,  constitute  a  practical  abandonment 
b}^  the  State  of  Illinois  of  the  Illinois  and  Michigan  Canal  over  the 
territor}^  we  have  just  been  discussing^ 

Mr.  SlcCoRMiCK.  That  is  my  opinion. 

Mr.  Stevens.  We  want  to  get  this  down,  so  as  to  know  just  what 
to  do. 

Mr.  Mc<3oRMiCK.  I  want  to  make  this  trebly  sure.  The  matter 
ciime  to  Congress  because  of  the  opinion  in  Chicago  that  the  National 
Government  had  a  certain  interest.  We  w^anted  this  waived;  then  if 
there  was  any  question  about  the  interest  of  the  State,  we  could  go  to 
the  legislature  and  have  that  waived.  We  came  here  first  because 
Congress  will  adjourn  before  the  legislature  will.  That  is  the  posi- 
tion exactly. 

Mr.  Stevens.  You  contend,  then,  that  the  United  States  has  a 
possible  reversion  of  some  portion  of  the  right  of  way  of  the  Illinois 
and  Michigan  Canals 

Mr.  McCoRMiCK.  Yes,  sir. 
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Mr.  Stevens.  And  that  that  possible  reversion  will  be  under  the 
control  of  Congress  because  the  State  through  its  various  acts  in 
establishing  the  sanitary  canal  and  givinp^  it  authority  and  the 
authority  as  exercised  will  constitute  a  practical  abandonment  bv  the 
State? 

Mr.  McCoRMiCK.  Yes,  sir. 

Mr.  Stevens.  Of  that  portion  of  the  Illinois  and  Michigan  Canal 

covered 

Mr.  McCoRMiCK.   By  this  bill? 
Mr.  Stevens.  By  this  bill. 

Mr.  McCoRMiCK.  And  if  that  should  be  a  mistake 

Mr.  Stevens.  And  that  is  your  contention^ 

Mr.  McCoRMiCK.  Yes;  that  is  my  contention;  if  we  should  be  wrong 
in  that,  we  will  then  ask  the  State  to  make  a  formal  transfer. 

Mr.  Stevens.  We  wanted  to  get  a  perfect  understanding  about  it. 
Mr.  IjOverino.  You  do  not  seem  to  have  answered   Mr.  Stevens' 
first  question. 

Mr.  MrCoRMiCK.  What  was  that  ^ 

Mr.  LovERiNo.  Who  bears  the  expense  of  the  ()[>eration  of  the  Illi- 
nois and  Michigan  Canal'^ 

Mr.  McCoRMicK.  It  is  ^aid  by  the  revenue  that  the  canal  obtains. 
But  the  revenue  is  not  suftcient,  and  the  canal  is  not  maintained.  It 
overflowed  our  works  within  a  month  and  cost  us  lieavily.  It  did 
Jf  10,000  or  $15,000  worth  of  damage.  It  has  not  enough  revenue  to 
support  itself. 

Mr.  Stevens.  How  is  it  supported^ 

Mr.  McC'oRMiCK.  It  is  not  supported.  It  is  moribund.  The  water 
power  derived  from  the  plant  provided  for  the  sanitarv  district  pro- 
vides §12,000. 

Mr.  LovERiNtJ.  Are  there  salaries  paidf 
Mr.  McCoRMiCK.  Yes,  sir. 

Mr.  Stevf.ns.  Is  there  not  a  superintendent  and  a  corps  of  laborers 
to  look  after  it? 

Mr.  MctCormick.  The  best  wav  to  show  you  what  is  done  in  that 
way  is  to  tell  you  that  it  is  called,  locally,  the  '"tadpole  ditch.'"  That 
is  what  they  call  it. 

Mr.  LovEKiNG.   How  much  did  it  cost  to  build  it  ( 
Mr.  MrCoRMiCK.  It  costs  SH,()0u,O()0,  I  believe,  to  build. 
Mr.   LovERiNO.   Eighty  thousand  dollars  was  the  last  figure  you 
gave. 

Mr.  McCoRMiCK.  Of  the  annual  expensed 

Mr.  Ix)VERiN(j.  Yes.  That  was  the  time  when  Mr.  Stevens  asked 
you  a  question. 

Mr.  McCoRMiCK.   I   would  know  a  great  deal  more  about  it,  but  I 
sent  a  member  of  my  office  down  to  look  through  the  public  files,  and 
he  was  t^efused  access  to  them.     I  do  not  know  where  the  money  comes 
from,  outside  of  the  two  water-power  plants  and  a  few  leases. 
Mr.  Wilson.   Do  they  not  sell  ice^ 

Mr.  McCoRMiCK.  I  will  give  you  the  reason  why  the  sanitarv  dis- 
trict wants  this.  In  the  first  act  there  is  a  clause,  as  I  remember  it, 
that  if  the  Illinois  and  Michigan  Canal  is  needed  for  the  puiposes  of 
the  sanitarv  district,  it  can  be  used  by  any  sanitary  district  within  the 
county  within  which  such  district  is  organized.  That  means  that  such 
part  of  the  Illinois  and  Michigan  Canal  as  lies  in  another  count}^  if 
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needed,  can  be  used  without  cost.  When  the  original  sanitary  canal 
was  surveyed,  there  were  a  number  of  routes  planned.  One  of  them 
embraced  that  canal,  but  I  do  not  know  much  about  that  history.  It 
was  not  adopted,  anyhow.  However,  our  attention  is  called  to  the 
fact  that  the  amount  of  water  taken  from  Lake  Michigan  must  be 
limited,  and  whatever  the  just  limit  is  I  do  not  know,  but  there  is  no 
question  but  some  limit  must  be  put.  That  makes  certain  that  the 
time  must  come  when  a  pure  flow  of  sewage  from  Chicago,  with  what 
water  is  allowed,  w^ill  become  a  menace  to  the  valley  people  unless  it 
is  treated  in  some  form.  We  are  beginning  investigations.  We  have 
not  got  anywhere  yet  as  to  what  plan  must  be  adopted;  but  what  will 
be  done  is  this,  that  some  temporary  works — not  temporary,  but 
what  they  call  settling  basins— will  have  to  be  esbiblished  in  order  to 
relieve  the  canal.  At  that  time  I  expect  that  the  Illinois  and  Michi- 
gan Canal  in  Chicago  will  be  used  to  put  the  settling  basins  on,  and 
then  the  sewage  will  be  run  half  puritied  into  the  drainage  canal. 
That  plan  is  down  to  the  point  where  1  can  talk  about  it. 

Mr.  Stevens.  That  is  none  of  our  business. 

Mr.  Mc^CoKMiCK.  I  supposed  that  you  might  care  to  know  about  it. 
1  have  been  talking  as  much  as  I  have  mostly  because  of  a  letter  that 
I  saw  from  Major  Riche.  Is  your  interest  upon  the  legal  aspect  of  it 
or  upon  the  rights  of  Hi 

Mr.  Stevens.  W^e  first  want  to  know  your  opinion  of  the  legal  aspect 
of  it,  and  then,  secondly,  what  reason  \'ou  think  should  be  given  for 
the  passage  of  the  bill. 

Mr.  McCoRMiCK.  My  opinion  of  the  legal  aspect— and  as  1  am  not 
a  lawyer  1  will  not  put  very  great  store  by  it,  and  I  am  sorry  that  we 
have  not  got  our  lawver  here,  but  he  is  engaged  in  the  trial  of  a  very 
important  case — is  tliat  the  various  acts  mark  the  abandonment;  and 
if  they  do  not,  they  should.  The  legislature  has  imposed  upon  the 
sanitary  district  the  expenditure  of  man  v  millions  of  dollars  that  were 
not  drainage.  They  have  imposed  the  duty  of  substituting  a  canal  10 
feet  deep  for  the  present  canal,  and  the  district  has  been  compelled  for 
other  reasons  to  spend  another  half  million  dollars  directly  for  the 
benefit  of  the  canal  commissioners. 

Mr.  Stevens.  You  claim  that  that  has  been  followed  by  the  fact 
that  whatever  traffic  formerly  went  by  the  Illinois  and  Michigan  Canal 
now  goes  by  your  canal  ( 

Mr.  McC'ORMiCK.  It  will  next  summer.  We  would  be  practicalh" 
finished  now,  but  a  flood  came  on  a  month  ago  and  flooded  out 
our  works,  and  we  have  not  been  able  to  finish.  By  the  1st  of  August 
at  latest  our  canal  will  be  finished  and  will  be  turned  over  to  the  Gov- 
ernment or  to  the  State  for  the  operation  of  traffic,  and  it  w^ill  cer- 
tainly be  taken  in  preference  to  the  little  canal. 

Mr.  Stevens.  Proceed  as  rapidly  as  possible. 

Mr.  W^ilson.  Are  you  familiar  with  the  distance  between  the  Illi- 
nois and  Michigan  and  the  dminage  canal? 

Mr.  McCoRMiCK.  It  is  on  the  map.  Between  Chicago  and  Summit 
they  are  separated  by  a  milroad  right  of  way.  It  will  show  on  the 
map.  It  is  very  close  all  the  way.  It  is  widest  at  Lockport:  there  it 
is  half  a  mile. 

Mr.  Wilson.  I  did  not  know  but  what  you  knew,  so  that  it  could 
go  in  the  record. 

Mr.  McCoRMiCK.  It  is  very  close  all  the  wav. 
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Mr.  Wilson.  Very  near. 

Mr.  McCoRMicK.  Yes. 

Mr.  Stevens.  But  there  are  intervening  rights? 

Mr.  McCk)KMiCK.  Yes;  but  from  the  point  of  view  of  the  couimer- 
cial  use  of  the  canal,  if  you  wish  me  to  talk  of  that  at  all,  the  Illinois 
iirnl  Michigan  right  of  wa3%  the  canal,  is  needed  by  the  drainage 
canal.  The  8ani&,ry  district  has  the  right  to  lease  dockage  on  its 
canal;  the  State  of  Illinois  reserving  the  right  to  take  a  part  of  that 
rental  to  itself.  The  strip  on  the  side  of  the  drainage  canal  is  narrow. 
It  is  not  sufficient  in  itself  for  a  man  to  put  a  factoiy  there;  he  has  got 
to  go  in  the  back  country.  Now,  if  we  have  our  strip  here,  and  then 
comes  the  Altpn  Railroad,  and  then  the  Illinois  and  Michigan  strip, 
and  another  owner  comes  in  between,  he  controls  not  only  the  back 
country  but  the  canal  as  well,  because  a  man  can  not  get  access  from 
the  drainage  (»anal  to  the  back  country,  and  if  he  can  not  do  that  there 
is  no  object  in  his  being  on  the  drainage  canal.  In  fact,  we  now  have 
a  big  firm  negotiating  for  a  lease.  They  tried  all  sorts  of  ways.  One 
clause  they  wanted  put  in  was  that  we  should  guarantee  them  access  to 
the  drainage  ciinal.     We  could  not  do  that. 

Mr.  Stevens.  Is  there  any  right  of  way  of  any  railroad  now  on 
these  reserved  lands? 

Mr.  McCoBMiCK.  Not  to  my  knowledge.  There  are  throe  railroads 
from  Chicago  to  Joliet. 

Mr.  Stevens.  Not  on  these  lands? 

Mr.  McCoRMiCK.  Not  on  the  public  lands.  Now,  as  to  the  value  of 
this  right  of  way.  It  is  something  that  nobody  (!an  do  more  than 
guess  at.  The  sanitary  district  bought  70,000  acres  of  right  of  way 
at  a  cost  of  about  $3,000,000.  According  to  Major  Riche's  figures 
the  right  of  way  of  the  Illinois  arid  Michigan  (3anal  is  approximately 
1,000  acres,  and  I  take  it  should  figure  a  strip  through  the  even  por- 
tions as  well  as  through  the  odd,  so  that  it  would  be  considerably  under 
1,000  acres.  If  the  same  value  is  to  hold  true  for  that  1,000  acres 
as  for  the  70,000  acres,  that  would  be  about  $300  or  $400  an  acre. 
But  the  value  will  not  be  as  great,  as  you  know.  When  you  condemn 
property  you  buy  the  property  at  its  greatest  value  for  any  purpose; 
so  that  the  district  had  to  pay  the  high  value  for  that  land.  The 
Illinois  and  Michigan  Canal  land  would  not  have  had  any  value  for 
farm  land.  It  woifld  not  have  been  valuable  for  any  thing  "but  a  right 
of  way.  The  value  of  the  right  of  way  of  course  comes  down  to  the 
question  of  the  need  for  a  right  of  way  and  the  supply  and  demand. 
That  is  not  the  onl}'  right  of  way  obtainable.  There^  is  room  for  a 
number  of  them,  and  the  competition  is  great.  There  are  already 
four  railroads  between  Chicago  and  Joliet,  and  the  question  of  any- 
body wanting  it  is  exceedingly  doubtful.  So  that  our  case  comes 
down  to  this. 

In  the  first  place,  we  are  inclined  to  believe  that  the  rights  of  the 
State  of  Illinois  and  of  the  Illinois  and  Michigan  Canal  between  those 
two  points  have  been  conveyed  to  us,  anyhow.  We  come  down  to 
the  point  that  in  the  building  of  the  drainage  canal  the  city  of  Chicago 
has  spent  $20,000,000  to  malce  it  a  waterway  for  the  use  of  the  whole 
Government.  We  come  down  to  the  point  that  we  have  paid  to  the 
account  of  the  canal  commissioners  $500,000,  and  to  build  a  substitute 
canal  we  are  spending  another  $500,000. 

Mr.  Stkvevs.   What  is  that  canal? 
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Mr.  McCoKMiCK.  The  canal  fi'oni  Ijockpoi  t  to  Joliet. 

Mr.  Schilling.  The  10-foot  caual. 

Mr.  McCoRMiCK.  That  is  another  $500,000.  That  will  be  completed 
this  summer,  and  when  that  is  completed  the  Illinois  and  Michig-aii 
Canal  from  Lockport  to  Joliet  can  have  no  further  value  whatever. 
It  stands  to  reason  that  when  you  have  a  canal  22  feet  deep  nobody 
will  use  the  canal  that  is  2  feet  deep. 

Mr.  Wilson.  What  about  the  charges'^ 

Mr.  McCoRMiCK.  The  sanitary  district  will  charge  no  tollajre. 
Whether  the  sanitary  district  will  charge  a  tollage  at  the  lock  or  not 
I  do  not  know. 

Mr.  Stevens.  I  wish  you  would  give  us  a  reference  to  the  statutes 
of  Illinois  of  which  you  have  spoken. 

Mr.  McCoRMicK.  1  have  them  all  with  me  in  a  pamphlet,  hut  1  will 
have  to  mark  them  and  give  them  to  you  afterwards.  The  canal  right 
of  way  itself  will  be  of  no  value  further  as  a  waterway,  but  the  sani- 
tary district  has  built  a  substitute  waterway  for  the  use  of  the  State 
and  the  Government. 

Mr.  Sc:niLLiNG.   Without  any  toll  ( 

Mr.  McCoRMiCK.  Yes,  sir;  and  has  to  maintain  it  forever,  and  has 
to  maintain  the  bridges  and  operate  it  and  receive  no  pay  in  return. 
The  abandoned  right  of  way  is  of  no  special  value  except  to  one  who 
wishes  to  stand  between  the  sanittiry  dockage  and  the  l)ack  country. 

Therefore  we  feel  that  the  National  (lovernment  should  put  us  in  a 
position  to  secure  our  title  from  the  State  forevermore.  Furthermore, 
as  Mr.  Schilling  here  says,  the  southwest  portion  of  the  city  of  Chicago 
can  not  drain  uito  the  drainage  canal  until  some  final  arrangement 
has  been  made  to  dispose  of  the  Illinois  and  Michigan  Canal  land. 
The  only  wa}^  of  doing  it  satisfactorily  is  to  put  those  land5>  in  the  hands 
of  the  management  of  the  ditch  tliat  exist  for  drainage.  If  it  gfoes  to 
the  railroad  company  or  to  private  owners,  unless  your  act  is  very 
carefully  drawn  they  may  maintain  that  there  is  no  right  of  way  for 
easement  purposes. 

That  is  all  I  have  to  say. 

ADDITIONAL  STATEMENT  OF  MR.  CHAKLES  L.   WALKER. 

Mr.  Walker.  As  to  the  questions  that  Mr.  McCormick  has  sug- 
gested with  reference  to  the  tolls  and  that  feature  of  it,  and  the  ques- 
tion of  the  future  size  of  the  sanitary  district,  that  it  has  only  been 
for  sewage  and  that  it  had  not  been  made  for  a  deep  waterwav,  and 
the  amount  of  the  tolls,  and  the  contracts  with  the  Illinois  and  Michi- 
gan Canal  that  he  talks  about,  if  it  had  not  been  ultra  vires,  with  that 
we  have  not  now  anything  to  do. 

However,  Mr.  Snapp  was  attorney  for  the  canal  during  the  time  of 
which  he  speaks,  and  he  can  giv^e  you  gentlemen  any  information  that 
you  desire  as  to  that  situation.  It  does  not  cut  any  figure  in  this 
situation  at  all. 

Mr.  Stevens.  Only  in  this  way,  that  Mr,  McCormick  contends  that 
all  these  things  constitute*  a  part  of  the  design  of  the  State  of  Illinois 
to  abandon  the  Illinois  and  Michigan  Canal  for  navigable  purposes 
along  that  stretch. 

Mr.  Walker.  Yes,  sir;  but  it  seems  to  me  it  would  not  have  any- 
thing to  do  with  the  propriety  of  the  passage  of  this  bill.     He  talks 
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about  being  reimbursed.  If  the  Federal  Government  wants  to  reim- 
burse them,  if  the  Federal  Government  wants  to  give  them  $1,000,000 
that  the}^  have  expended  in  order  to  get  a  deep  waterwa3%  that  is  a 
different  proposition;  but  we  say  that  the  Federal  Government  ought 
not  to  be  asked  to  undertake  to  give  property  that  belongs  to  the  State 
to  the  sanitar}'  district.     That  is  for  the  legislature  itself  to  do. 

The  question  of  the  effect  of  the  construction  of  this  channel  across 
the  channel  of  the  Illinois  and  Michigan  Canal — I  do  not  know  what 
idea  the  legislature  has.  The  people  evidentlv  had  an  idea  that  the 
canal  should  not  be  done  away  with  in  any  way,  as  the  constitution 
provides,  and,  therefore,  if  the  legislature  has  intimated  anything,  I 
assume  that  the  legislature  will  change  that  intimation  when  it  nas 
received  the  vote  of  the  people  and  knows  the  will  of  the  people  on 
the  proposition. 

Mr.  Stevens.  Will  you  follow  it  as  to  the  exact  proposition  that 
was  submitted  to  the  people  and  the  requirement  of  the  constitution  of 
the  State  as  to  what  should  be  done  and  the  vote  of  the  people  at  the 
last  election,  so  that  it  can  go  into  the  record? 

Mr.  Walker.  I  do  not  know  that  1  can  give  you  the  vote  at  all. 
Mr.  McCormick  has  said  something  about  the  cjuestion  of  dockage 
rates  that  the  Illinois  and  Michigan  Canal  reserves  on  that.  My  under- 
standing is  that  all  that  is  in  this  act,  and  this  act  provides  that  a  cer- 
tain section  of  the  land  which  is  on  the  sanitary  district  channel  shall  be 
given  to  the  State  upon  which  the  State  can  construct  its  docks.  There 
IS  no  question  of  dockage  fees,  as  I  recollect,  but  even  if  there  were 
it  seems  to  me  it  would  not  cut  any  figure  on  that  proposition.  If  the 
State,  in  order  to  protect  the  Fedei-al  Government,  provided  that  the 
transportation  of  the  Federal  property  over  the  big  canal  should  con- 
tinue, that  may  have  been  for  the  purpose  of  any  interruption  during 
the  period  of  construction  or  what  not;  at  any  mte  it  undertakes  to 
protect  the  contract  relation  between  the  Federal  (Tovernment  and  the 
State  of  Illinois,  as  provided  by  that  law. 

Mr.  McCormick  says  they  came  here  to  you  l>ecause  you  adjourn 
before  the  legislature  adjourns  :  but  they  have  not  introduced  any  bill 
in  the  legislature  asking  anything  of  the  kind  that  I  have  ever  heard 
of,  and  there  has  been  just  as  much  time  to  get  relief  from  the  Illinois 
legislature  as  there  has  been  to  get  relief  from  your  body:  and  there- 
fore it  seems  to  me  there  is  nothing  in  that  proposition. 

As  to  the  destruction  of  the  canal  by  the  building  of  the  Calumet 
channel  through  the  sag  across  it,  there  is  nothing  in  that  proposition, 
because  the  sanitaiT  canal  is  very  much  lower  than  the  Illinois  and 
Michigan  Canal,  and  it  can  be  carried  across  on  an  aqueduct,  as  in  the 
case  of  some  other  streams;  so  that  there  is  nothing,  as  the  bill  itself 
provides,  it  seems  to  me. 

In  regard  to  the  sandbagging  proposition,  I  do  not  know  anything 
about  that.  I  was  not  the  attorney  for  the  canal  commission  at  that 
time;  but  I  say  that  Mr.  Snapp  was,  and  he  knows  about  that.  I  do  not 
know  anything  about  the  canal  being  closed  for  one  year.  If  the  ques- 
tion of  rentals,  of  income,  cuts  any  figure,  the  canal  commissioners 
want  to  be  heard  upon  the  question  of  fact.  I  did  not  believe  there 
was  a  niiestion  of  fact.  I  supposed  that  it  did  not  make  any  difference 
to  the  Federal  Government  whether  the  canal  paid  or  did  not.  It  does 
not  make  any  difference.  It  is  l>eing  operated  as  required,  at  no 
expense. 
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Mr.  Ix)VEKiNG.  At  no  expense  to  the  Stated  At  no  expense  to  the 
Federal  (Tovernraent  { 

Mr.  Walkkr.  Yes,  sir:  no  expense  to  the  State  except  for  the  reve- 
nues that  come  to  the  canal  itseli. 

Mr.  Wilson,  What  are  the  revenues  of  the  canals 

Mr.  Walker.  I  do  not  know.  I  may  be  mistaken  as  to  the  amount 
1  stated;  but  1  know  that  Norton  &  Co.  paid  $10,(HK»  a  year  under 
their  contract- -have  paid  that — for  their  water  power,  and  they  also 
paid  tolls  on  the  canal.  Just  M'hat  they  amountea  to  I  do  not  know, 
but  I  have  understood  that  thev  amount  to  quite  considerable— in  the 
neighborhood  of  $5,OU0. 

Mr.  Wilson.  Does  not  the  canal  also  pay  Norton  c'^  (^o.  for  ci'rtain 
services? 

Mr.  Walker.  No,  sir;  not  that  I  know  of:  none  whatever.  So 
that  it  seems  to  me,  if  your  honors  please,  that  the  (piestion  here  i> 
this.  No  fact  of  abandonment  is  now  in  existence.  No  definite  action 
has  been  taken  by  the  State  of  Illinois  that  shows  that  it  is  <iroing  to 
abandon  the  canal,  and  I  think  we  all  agree  that  under  no  law  can 
there  be  any  right  in  the  Federal  Government  nor  ought  the  Federal 
Government  to  exercise^  any  control  or  take  any  action  in  regit rd  to 
it  until  the  State  itself  undertook  to  aVmndon  the  canal. 

And  in  connection  with  the  rights  that  the  sanitary  district  has  had, 
they  get  them  all  from  the  State:  it  is  a  branch  of  the  State,  and  they 
ought  to  go  to  the  State  to  get  an}'  relief  they  desire.  I  believe  that 
is  all  I  care  to  say. 

ADDITIONAL  STATEMENT  OF  MB.  McCOBMICK. 

Mr.  McC^RMK^K.  1  have  seveml  extracts  here  from  the  laws  relat- 
ing to  the  sanitary  district  of  Chicago,  which  I  would  like  to  read. 
The  tii'st  is  in  the  new  act  authorizing  the  construction  of  the  Calumet 
Canal.  The  tirst  part  merely  say^  how  the  canal  shall  be  built  and 
what  size  it  shall  be.     Then  it  reads: 

I*ron(ied,  however,  Tlmt  bufore  any  such  channel  is  constructed. acmss  8ai<l  Illinoin 
and  Micliigan  Canal,  or  the  navigation  of  naid  canal  in  any  manner  interfered  with, 
said  sanitary  district  of  Chica^r)  shall  connect  its  present  main  channel  from  the  con- 
trolling works  at  Ixx'kport  with  the  upper  bai<in  of  the  Illinois  and  Michigan  Canal 
at  Joliet  bv  a  channel  of  a  depth  of  not  less  than  ten  ( 10)  feet  and  a  width  of  not  less 
than  one  hundred  and  sixty  ( ItiO)  feet  through  it^^  entire  length,  in  which  channel 
s<:>  to  l)e  constructed  said  sanitary  district  shall  provide  and  construct  a  lock  or  locks 
of  the  size  of  at  least  twenty -two  (22)  feet  in  width  by  one  hundred  and  thirty  (K^) 
feet  in  length  l)etween  miter  sills,  connecting  upper  and  lower  levels,  and  provide 
•  suitable  protection  for  water  craft  in  using  said  locks  and  channel.  Said  locfee  shall 
he  constructed  of  the  most  approved  pattern  of  their  size,  and  to  l)e  perfectly  safe  for 
use  and  \w  equipped  with  machinery  to  operate  the  same;  and  if  only  one  lock  is 
constructed  it  shall  be  provide<l  with  double  gates  to  prevent  accident,  and  said  sani- 
tary district  shall  forever  maintain  and  operate  tlie  same. 

Provided  further.  That  said  sanitary  district  shall  furnish  and  provi<le  at  said  lock 
a  site  of  the  dimensions  of  iit  least  20  by  \V)  feet,  uf)on  which  the  State,  through  the 
(*anal  commissioners,  shall  have  the  right  to  erect  a  suitable  officre  building  and  keep 
an  agent  therein,  and  the  canal  (x>mmiasioners  shall  have  such  authority  in  and 
about  said  lock  a«  is  iiecf  ssary  to  enforce  the  rules  and  regulations  prescribetl  by  them. 
»  »  ♦  *  »  »  '  « 

8.  Said  sanitary  district  shall  j)ermit  all  water  craft  na\dgating  or  purpot^ing  to 
navigate  said  Illinois  and  Michigan  Canal  to  navigate  the  water  of  all  said  channels 
of  said  sanitary  district  promptly  without  delay  and  without  payment  of  any  toll" 
or  lockage  charges  for  so  navigating  in  said  channels.  ^ 
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There  is  a  clause  in  here  applying  to  the  Illinois  and  Michigan 
Canal. 

Mr.  Schilling.  Can  you  tind  that  clause  that  relates  to  the  abandon- 
ment of  the  canal  at  a  certain  point,  or  which  provides  that  it  may  be 
declared  a  nuisance^ 

Mr.  McCoRMiCK.  That  is  what  1  am  looking  for. 

Mr.  Schilling.  We  had  it  here  the  other  day,  Mr.  Chairman,  the 
Illinois  statute. 

Mr.  McCoRMiCK.  Here  it  is: 

and  shall  also  have  the  right  to  construct  a  channel  across  the  Illinois  and  Michigan 
Canal,  without  being  required  to  restore  said  Illinois  and  Michigan  Canal  or  said 
fee<lerto  its  former  usefulness.  If  by  reason  of  said  abandonment  a  staignant  stream 
or  p<x)l  of  water  shall  remain  upon  the  deposits  of  Chicago  sewage,  accumulatinl  in 
said  city  of  Chicago  as  a  sewage  outlet,  said  sanitary  district  shall  till  up  said  canal 
to  a  depth  sufficient  to  remove  said  condition  and  prevent  the  spread  of  pestilence 
and  disease  throughout  the  territory  in  which  said  IllinoiH  and  Michigan  Canal  is 
al>andone<l. 

If  that  is  to  be  done,  it  will  cost  another  million  dollars,  at  least. 

Mr.  Stevens.   Where  would  that  be^ 

Mr.  McCoRMiCK.  From  Joliet  to  Chicago. 

Mr.  Wilson.  Where  the  locks  are  built. 

Mr.  Stevens.  Over  the  portion  covered  })y  this  bill^ 

Mr.  McCoKMiCK.  Yes,  sn\ 

Mr.  Schilling.  And  that  construction,  now,  cutting  through  the 
Illinois  and  Michigan  Canal,  which  will  break  its  continuity,  is  now 
being  done  by  the  sanitary  districts 

Mr.  McCyORMicK.  Yes.* 

Mr.  SrniLLiNO.  And  you  say  that  will  be  accomplished  by  August, 
at  the  very  latest^ 

Mr.  McCoRMiCK.  August  1,  at  the  very  latest,  barring  acts  of  (lod. 

Mr.  Sohillin(t.  And  you  mean  to  say  after  that  is  accomplished  and 
those  locks  are  built  it  can  not  be  used  from  that  point  north  ( 

Mr.  McCoRMiCK.  Certainly. 

Mr.  Walker.   No. 

Mr.  McCoRMiCK.  It  can  not  be,  and  it  will  not  be.  The  canal  cost8 
about  $10,()0i)  a  year,  at  least,  more  than  it  brings  in;  and  when  they 
iret  the  big  canal  furnished  free  of  cost  it  is  inconceivable  that  they 
should  continue  the  use  of  the  other,  and  within  a  year  we  will  cut 
the  Illinois  and  Michigan  Canal  short  in  two. 

Mr.  Walker.  Why,  you  will  not  have  your  locksfinished  })y  that 
time — the  1st  of  August. 

Mr.  McCoRMiCK.  1  beg  vour  pardon;  they  will  be. 

Mr.  Walker.  I  do  not  tliink  that  your  engineer  will  say  so. 

Mr.  McCoRMiCK.  My  engineer  says  the  1st  of  June. 

Mr.  Walker.  I  do  not  think  anybody  else  will  say  so.  And  you 
can  not  cut  the  Illinois  and  Michigan  Canal,  you  can  not  begin  to  cut 
it,  until  after  you  have  done  that,  and  you  would  not  in  the  very 
nature  of  things,  I  should  think,  commence  the  cutting  of  the  Illinois 
and  Michigan  Canal  until  you  have  fixed  your  rights  that  govern 
through  the  Calumet  region;  so  that  there  can  be  nothing  done  except 
that,  as  Mr.  McCormick  says,  it  will  be  useless  to  maintain  the  old 
canal  after  the  connection  is  made.  But  that  does  not  interfere  with 
the  fact  that  it  may  be  operated,  and  does  not  interfere  with  the  fact 
that  the  State  has  not  permitted  any  act  of  abandonment. 
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Mr.  Wilson.  Just  one  question  before  you  finish.  1  spoke  to  Mr. 
Walker  about  the  income  of  the  Illinois  and  Michigan  Canal  and  the 
contract  that  it  had  with  Norton  &  Co.  in  Joliet.  Are  you  familiar 
with  that? 

Mr.  McCoRMicK.  Yes,  sir. 

Mr.  Stevens.  I  do  not  think  that  is  material  to  the  issue  here. 

Mr.  McCoRMiCK.  It  has  the  revenue  and  the  profit. 

STATEMENT  OF  MK.  aEORQE  A.  SCHILLINQ,  PRESIDENT  OF  THE 
BOARD  OF  LOCAL  IMPROVEMENTS  OF  CHICAGO,  ILL. 

Mr.  Schilling.  I  find  myself,  Mr.  Chairman,  in  a  singular  situa- 
tion. Some  months  ago  I  called  on  Mr.  MeCormick,  the  president  of 
the  drainage  board,  and  reminded  him  of  the  fact  that  the  board  pre- 
vious to  the  one  he  is  now  a  member  of  had  made  an  agreement  with 
the  board  of  local  improvements  of  Chicago  to  pa\^  40  per  cent  for 
the  construction  of  the  conduit  over  Bubbly  Creelc,  Chicago,  which  is 
about  Thirt3^-ninth  and  Roby  streets,  to  go  westward  to  the  avenue, 
and  from  there  to  the  outfall  of  the  sanitarv  channel,  and  I  asked  him 
if  he  thought  there  would  be  any  trouble  m  carrying  out  that  agree- 
ment, and  I  called  his  attention  to  the  fact  that  that  entire  district 
there,  twenty  miles  square,  had  no  drainage.  He  said,  *' Certainly,  if 
the  drainage  is  necessar}'  and  the  previous  l)oard  has  entered  into  this 
arrangement,  we  will  help  to  carry  it  out."" 

I  then  called  his  attention  to  the  fact  that  there  was  a  feeling  in  the 
minds  of  some  of  the  lawyenM  of  Chicago,  including  the  legal  depart- 
ment of  our  board,  that  the  United  States  Government  had  some  claim 
there,  and  that  unless  we  got  a  permit  from  Congress  enabling  us  to 
go  through  the  Illinois  and  Michigan  Canal  witn  those  sewei*s  we 
might  be  interfered  with  in  a  legal  proceeding  confirming  special 
assessments,  and  because  of  that  I  thought  it  would  be  wise  to  get  the 
consent  of  the  United  States  Government  to  pass  through  the  Illinois 
and  Michigan  Canal,  and  also  the  consent  of  the  State  of  Illinois. 

Mr.  Stkvens.  You  do  not  know  whether  you  want  to  pass  through 
one  of  the  even  or  odd  sections,  do  you  '< 

Mr.  Schilling.  No,  sir;  I  do  not.  The  fact  of  the  matter  is,  Mr. 
Chairman,  that  until  we  had  this  thing  thrashed  out,  1  was  under  the 
impression  that  there  were  two  distinct  grants,  one  a  right  of  way 
which  was  continuous,  and  the  other  the  alternate  sections;  but  it 
seems,  according  to  the  statements  made  this  morning,  that  that  origi- 
nal grant,  the  continuous  right  of  way,  was  not  taken  advantaj^e  of, 
and  now  it  seems  that  you  nave  simply  an  alternate  grant,  with  an 
easement. 

Mr.  Stevens.  So  that  if  those  two  branches  of  your  main  sewers 
that  you  desire  to  pass  through  the  Illinois  Canal  were  in  an  odd  sec- 
tion, that  is  Kedzie  and  Western 

Mr.  Schilling.  Yes,  sir;  Kedzie  and  Western. 

Mr.  Stevens.  You  would  have  no  business  here,  and  we  would  have 
no  business  with  this? 

Mr.  Schilling.  No,  sir. 

Mr.  Stevens,  So  that,  so  far  as  you.  are  concerned,  you  would  have 
no  standing  before  the  court. 

Mr.  Schilling.  I  am  trying  to  explain  why  even  this  bill  is  before 
the  committee.     The  motive  that  prompted  it,  although  I  did  not  see 
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it  until  1  came  to  Washington,  was  the  desire  of  the  city  to  pass 
through  the  canal  with  those  two  trunk-line  sewers,  which  in  the  nature 
of  things  would  elevate  its  navigable  features  at  those  points,  because 
our  engineers  in  taking  surveys  concluded  that  the  top  of  the  sewers 
would  be  somewhat  above  the  bottom  of  the  canal;  and  unless  we  got 
such  permission  from  the  United  States  any  taxpayer  might  make  the 
crlaim  that  the  United  States  Government  hai  some  rights  in  those  dams; 
and  although  finally  the  courts  might  construe  it  that  the  State  of  Illi- 
nois had  supreme  jurisdiction,  there  would  be  enough  there  to  make 
a  peg  to  hang  a  legal  hat  on. 

Mr.  Stevens.  Do  you  contend  that  the  United  States  has  a  right  to 
destroy  the  navigability  of  navigable  water\vays? 

Mr.  Schilling.  We  take  the  position  here,  and  our  appearance  is 
based  on  the  assumption,  that  the  Ignited  States  may  have  such  a  rever- 
sionary right,  and  not  that  our  act  would  impair  the  navigability  of  the 
canal;  because  we  deem  that  the  case  of  the  State  of  Illinois,  which  Mr. 
MeCormick  has  related  to  vou,  would  imply  a  desire  on  the  part  of  the 
State  to  abandon  that  portion  of  the  canal  through  which  we  shall  go 
with  our  sewers.  So  that  we  assume,  with  all  of  this  legislation  on  the 
part  of  the  State,  that  there  will  be  no  trouble  for  us  to  secure  a  permit 
from  them  to  do  this.  But  in  the  absence  of  a  permit  from  the  iTnited 
States  (lovernment.  we  think  it  would  give  an\'  hghting  property  owner 
sufficient  standing  in  the  court  to  cause  litigation  for  many  3'ears,  per- 
haps, befon^  the  issues  could  be  finally  adjudicated.  Meanwhile  our 
people  were  dying  out  there  with  pestilence  and  disease  because  the}'^ 
had  no  drainage. 

Now,  with  the  interest  that  I  represent,  the  dominant  desire  is  to 
construct  those  sewers  and  not  care  particularlv  who  those  iands  are 
to  be  passed  on  to.  That  is  one  of  the  unfortunate  positions  that  I 
find  myself  in  as  representing  the  board  of  local  improvements.  Mr. 
MeCormick  is  on  the  one  side  asking  that  these  lands  be  passed  to  the 
State  of  Illinois  and  that  a  provision  be  made  that  then  the  State  shall 
pass  them  over  to  the  sanitary  district.  Against  that  I  have  no  objec- 
tion at  all,  except  to  say  that  if  this  bill  is  passed — and  I  want  Mr. 
MeCormick  to  listen  to  this— if  this  bill  was  passed  bv  Congress  and 
the  State  of  Illinois  paid  no  attention  to  it  and  did  not  pass  the  lands 
over  to  the  sanitarv  district  we  would  not  get  our  sewer,  very  likel}', 
and  we  would  be  Just  where  we  were  before  the  bill  was  passed;  and 
the  State  of  Illinois,  through  its  canal  commissioners  and  its  legal 
department,  might  contend,  just  as  Mr.  Walker  has  contended  here 
this  morning,  that  the  State  of  Illinois  has  up  to  date  violated  no 
agreement  with  the  United  States  Goverment,  and  for  that  reason  the 
I  nited  States  Government  had  no  right  to  make  cessions  of  the  lands 
which  were  given  to  the  State  of  Illinois  under  certain  agreements  and 
conditions,  all  of  which,  up  to  date,  had  not  been  violated;  and  if  they 
finally  won  out,  which  again,  perhaps,  would  be  after  years  of  litiga- 
tion, we  would  still  be  there  without  a  sew^er. 

Before  I  left  the  city  of  Chicago  we  had  the  citizens'  committee 
appropriate  $7,500  to  put  our  force  to  work — all  our  office  force— and 
tne  property  owners  within  that  area  to  make  a  list,  and  as  soon  as 
the  list — the  scrapping  sheet — was  completed  they  would  be  prepared 
to  hold  a  public  meeting.  I  am  citing  this  to  show  you  with  what 
interest  we  are  proceeding  to  try  to  drain  these  24  square  miles  of 
territory  on  behalf  of  the  people  who  are  already  living  there — a  ter- 
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ritory  which  is  capable  of  maintaining  a  million  people  and  which  is 
held  back  because  the  people  have  no  drainage — and  they  do  not  des^ire 
to  live  there,  and  those  who  have  homes  there  are  thinking  about 
leaving  because  of  the  danger  they  are  constantly  subject  to  by  reason 
of  havmg  no  way  of  getting  rid  of  their  sewage. 

Now,  I  think  that  owing  to  thf  lateness  of  the  session  and  the  dif- 
ferent interests  that  play  around  this  bill,  the  opposition  to  it,  possibly 
Mr.  Walker  and  Mr.  McCormick,  might  join  with  me  in  givmg  eon- 
sent  that  this  committee  should  substitute  a  simple  permit  to  the 
city  of  Chicago  for  the  construction  of  the  Western  avenue  and 
the  Kedzie  avenue  sewers  through  the  Illinois  and  Michigan  CanaU 
with  an  outfall  into  the  sanitary  channel.  After  that  we  can  take  up 
the  bill  which  has  been  introduced  here  by  Mr.  Wilson  and  fight  that 
out  when  we  have  a  little  more  time,  and  thus  we  will  not  cause  60,000 
people  to  continue  suflfering  there  as  they  are  doing  now  simply  because 
there  is  a  contention  here  as  to  who  these  lands  belong  to  and  where 
they  should  go.  That  does  not  help  those  people  any.  And  I  now 
formally  ask  Mr.  Wilson  and  Mr.  McCormick  whether  they  would  not 
join  the  city  of  Chicago  in  asking  for  such  a  permit,  and  1  am  willing 
to  here  agree  that  it  should  reaa  on  condition  that  similar  conditions 
should  be  granted  by  the  State  of  Illinois. 

Mr.  LovERiNG.   How  soon  could  that  be  donef 

Mr.  Schilling.  All  the  clerical  force  of  the  board  of  improvement 
is  working  every  night  and  every  day  now.  I  would  like  to  have  this 
permit,  whether  conditioned  on  the  consent  of  the  State  to  give  a  like 
permit  or  an  independent  permit.  I  think  that  possibly,  as  the  gen- 
eral assembly  is  in  session,  we  will  get  one  from  them.  But  I  am  per- 
fectly willing,  if  that  will  satisfy  Mr.  Walker,  that  your  consent  should 
be  conditioned  upon  the  consent  of  the  State  of  Illinois,  and  assuming 
that  we  will  get  that  shaped  up  so  that  no  property  owner  can  go  into 
court  and  say  that  the  V  nited  States  Government  has  a  right  to  these 
lands,  and  then  give  a  permit  to  construct  these  sewers,  and  thus  over- 
come the  impression  that  the  board  of  improvement  is  trying  to  com- 
mit an  illegal  act  by  going  over  lands  over  which  it  has  no  right,  and 
we  can  let  the  contract  to  start  work  about  June  for  the  construction 
of  those  sewers. 

Mr.  LovERiNG.  How  long  will  it  take  to  complete  them? 

Mr.  Schilling.  It  would  take,  in  my  judgment,  alwut  two  years  to 
construct  those  two  large  trunk  lines. 

Mr.  Stevens.  It  seems  to  me  from  the  statement  that  Mr.  Walker 
has  made  the  odd  sections  have  already  been  sold  and  the  United 
States  has  granted  all  of  its  rights.  If  the  main  sewer  went  down 
through  those  sections,  you  do  not  need  to  come  to  Congress. 

Mr.  Schilling.  That  may  be  true,  but  1  did  not  know  it  until  this 
morning.  I  was  always  under  the  impression  that  90  feet  on  each 
side  of  the  canal  was  a  continuous,  unbroken  right  of  way. 

Mr.  Stevens.  We  do  not  want  to  pass  any  idle  act.  We  do  not 
want  to  pass  an}^  act  unless  you  can  show  that  it  is  necessary,  and  it 
seems  to  me  you  can  get  your  relief  some  other  way. 

Mr.  Schilling.  I  confess 

Mr,  Stevens.  This  Congress  has  not  anv  right  to  adjudicate  the  clainw 
of  the  State  of  Illinois  as  to  this  land.  We  can  not  do  that.  All  that 
we  can  do  is  to  preserve  the  rights  of  the  United  States  or  to  control 
the  rights  of  the  United  States  in  that  property.     That  is  all  we  can 
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do.  Now,  what  rights  we  have  are  disputed,  evidently,  by  the  State 
of  Illinois.  Air.  Walker  is  here  to  notify  ujs  that  they  dispute  our 
claim  to  a  revei-sion,  and  whatever  claim  we  have  is  disputed  as  to 
extent  and  as  to  title.  Now,  with  that  dispute,  and  an  act  such  as  vou 
ask,  if  concurred  in  by  the  State  of  Illinois,  it  would  be  an  abandon- 
ment by  them  of  that  portion  of  the  canal,  clearlv  and  expressly, 
and  it  would  make  acute  the  expression  between  the  Ignited  States  and 
the  State  of  Illinois  as  to  that  portion  of  the  even-numbered  sections. 
You  are  asking  them  to  abandon  that  section  of  the  canal,  and  I  do  not 
V>elieve  they  will  do  it. 

Mow,  in  view  of  that,  is  it  not  the  easiest  way  about,  where  that  odd- 
numbered  section  is  open  to  you,  to  run  your  sewer  down  that  section  'i 

Mr.  Schilling.  That  ma}'  be  the  solution  of  it;  but  of  course,  beine 
TOverned  by  such  legul  counsel  as  I  took  before  leaving  Chicago,  and 
then  (*oming  to  this  city  and  seeing  the  opinion  rendered  by  fieneral 
Davis  and  the  report  of  Major  Rich^,  it  all  tends  toward  the  thought 
that  I  had  come  here  with,  that  the  I'nited  States  did  have  a  rever- 
sionary right  in  those  lands. 

Mr.  Stevens.  Another  thing:  you  are  asking  us  to  decide  prema- 
turely, according  to  the  statement  of  Mr.  McCormick,  as  to  whether 
or  not  there  is  an  abandonment.  Mr.  McCormick  claims  that  there  is 
a  practical  abandonment.  As  to  whether  or  not  there  is  an  actual 
abandonment  is  another  proposition.  Congress  is  always  reluctant  to 
disturb  existing  conditions.  Now  you  are  asking  us  to  rush  in  and 
disturb  conditions  prematurely  when  it  does  not  seem  to  me  that  you 
show  a  necessity  for  it. 

Mr.  Schilling.  1  can  only  repeat  again  that  such  counsel  as  I  have 
had,  and  that  seems  to  have  been  confirmed  by  (ieneral  Davis  and  Mr. 
Rich^,  has  been  to  the  effect  that  the  United  States  did  have  a  claim; 
and  that  being  the  case,  we  thought  we  could  remove  such  a  legal  bar- 
rier as  any  property  owner  might  raise  by  securing  a.  permit  that 
would  not  prejudice  the  interests  of  either  the  Unitea  States  Govern- 
ment or  the  State  of  Illinois  in  the  Illinois  and  Michigan  Canal. 

Mr.  Stevens.  We  would  not  yield  any  claim  of  the  United  States 
under  any  circumstances;  that  much  we  will  not  concede. 

Mr.  Schilling.  Here  is  a  dispatch  which  1  sent,  wishing  to  be 
backed  up  while  here  in  the  citj^,  and  showing  the  urgency  of  the  mat- 
ter I  am  speaking  of.    1  would  like  to  read  this  dispatch  [reading:] 

AVakhin(iton,  I).  C,  February  4i  li^7. 
.John  A.  May,  ^OS  City  HalU  Chicago^  111.: 

Ask  mayor  to  wire  Secretary  of  War  Taft  to  give  aid  consistent  with  tiie  interest 
of  the  National  Government  for  remedial  legislation  that  will  enable  us  to  construct 
the  Western  avenue  and  Kedzie  avenue  sewers  through  the  Illinois  and  Michigan 
Canal. 

Hittell  gone  to  Chicago  to-day.     Sewer  problem  for  us.    Me  to  stay.    letter  follows. 

Gko.  a.  Schilling. 

So  that  at  no  time  have  I  ever  requested  an3^thing  that  would  make 
you  gentlemen  feel  that  I  am  calling  on  you  to  al^ndon  any  interest 
that  you  have. 

Now,  that  is  the  position  we  are  in.  I  can  only  saj*  to  you  gentle- 
men of  the  committee,  and  to  you,  Mr.  Walker,  and  to  j'^ou,  Mr. 
McCormick,  representing  these  other  two  bodies  in  our  State,  I  repre- 
senting the  city  of  Chicago,  that  our  citizens  in  this  district  are  sweating 
blood  for  relief.     Thej'^  want  it,  and  they  ought  to  have  it;  and  if  this 
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committee  chd  is8U(»  sueh  h  permit,  and  have  it  passed,  as  will  leave 
intact  the  interests  of  both  the  United  States  (J overnment  and  the 
State  of  Illinois,  I  should  like  very  much  for  it  to  do  it.  This  sewer 
proposition  has  been  pending  in  our  department  for  some  seven  years, 
and  it  is  because  of  such  things  as  this  that  our  board  has  been  pre- 
vented from  puttinj^  through  the  improvement. 

Mr.  Stevkns.  It  seems  to  me  that  you  do  not  keep  on  very  good 
terms  with  Colonel  Walker  or  the  sanitary  district. 

Mr.  McCoRMTCK.   1  have  no  objection  to  such  a  i)ermit. 

Mr.  Wilson.   I  would  have  none. 

Mr.  Walker.  The  effect  of  constructing  the  sewer  will  be  to  destroy 
the  canal.  The  top  of  his  sewer,  according  to  his  own  statement,  is 
going  to  be  above  tne  fmttom  of  the  canal. 

Mr.  S('niLLiX(L   Yes,  sir:  that  is  right. 

Mr.  Walkkk.  I  would  have  no  right  to  consent  to  any  such  propo- 
sition for  the  Stat(»  of  Illinois,  and  the  legislature  would  have  no 
authority  to  consent  to  it.  The  only  resolution  that  it  seems  to  me 
would  be  at  all  cimipetent  or  right  would  be  an  absolute  abandonment 
b\^  the  Federal  (iovernment  of  any  control  over  the  situation,  and 
that,  1  apprehend,  you  would  not  consider  at  allf 

Mr.  Stevkns.  No.  On  the  other  hand,  any  possible  act  that  we 
would  pass  would  reaffirm  any  i)ossibl(*  right  that  we  had,  and  would 
notify  the  world  that  we  did  have  such  a  right. 

Mr.  Walker.  Yes;  and  that  ought  not  to  be  done  unless  there  was 
a  clear  right  to  it. 

Mr.  Stevens.  It  not  only  would  not  go  through  our  committee, 
but  it  would  not  stand  in  the  House  for  an  instint.  You  want  to 
look  at  the  situation  as  it  is.  You  do  not  want  to  fool  yourself  in 
this  proposition.  What  you  ask,  Mr.  Schilling,  would  require  the 
practical  abandonment  of  that  section  of  the  canal.  According  to 
Mr.  McCormiok's  contention  it  is  abandoned.  That  would  be  a  form 
of  abandonment;  there  is  no  question  about  that. 

Mr.  S('niLLiN(}.  Here,  Mr.  Chairman,  is  the  unfortunate  predica- 
ment of  the  city  of  Chicago  with  respect  to  these  sewers.  If  the  Stat^ 
of  Illinois  should  abandon  it,  we  would  have  no  right  of  way  if  it 
should  result  in  litigation  between  the  (iovernment  and  the  State  of 
Illinois  as  to  who  owns  the  odd  sections,  and  we  would  be  in  the  same 
position  as  we  have  been  in  right  along. 

Mr.  Stkvens.  You  do  not  know  whether  you  want  the  odd  sections^ 

Mr.  ScHiLLiNc;.  I  know  that,  but  of  course  you  do  not  blame  me  for 
not  knowing  about  that. 

Mr.  Stevkns.  Yes;  your  attorney  should  have  informed  you.  I 
blame  3'ou.  I  blame  the  officers  of  your  local  improvement  board  for 
not  coming  before  us  with  a  definite  proposition  as  to  what  3'ou  know. 
Now,  you  do  not  know.  It  is  the  business  of  your  attorneys  to  know 
just  exactly',  and  they  do  not  know.  They  do  not  know  where  they 
stand  or  wliat  they  want. 

Mr.  ScHiLLiN(}.  Y'ou  and  Congressman  Burton  and  one  or  two 
others  read  the  statutes  which  have  been  passed,  and  you  were  all  then 
of  opinion  that  the  statute  passed  in  18'22  was  not  at  all  modified  by 
the  subsequent  statutes. 

Mr.  Stevens.  We  read  them  and  supposed  that  the  canal  was  con- 
structed under  the  statute  of  1822  as  modified  by  the  statute  of  1827; 
but  the  Supreme   Court  of   the   Tnited   States,  in  construing  those 
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statutes  and  the  ri^ts  under  them^  has  held  that  the  statute  of  1829 
did  not  apply. 

Mr.  McCormick:  You  were  not  familiar  with  that  fact? 

Mr.  Stevens.  They  never  told  us  the  facts. 

Mr.  Schilling.  1  did  not  know  those  facts.  This  morning  is  th« 
first  time  we  have  been  informed  of  this.  I  can  only  say  that  I  weni 
to  the  canal  commissioner  the  other  day  and  he  called  my  attention  then, 
to  the  fact  that  they  could  not  grant  a  permit  for  us  to  do  this,  and 
called  my  attention  to  the  navigable  feature  of  the  canal,  and  that  they 
were  obliged  to  continue  that,  but  he  also  called  ray  attention  to  th«f 
statute  that  Mr.  McConnick  has  read  this  morning  and  said  that  aftei* 
this  work  had  been  completed,  which  is  referred  to  in  this  statute,  then 
the  State  will  abandon  the  navigable  feature  of  the  canal  from  this 
point  to  that,  and  possibly  then  such  a  thing  could  be  done. 

Mr.  Stevens.  Until  that  time  there  is  no  use  coming  before  Congress. 

Mr.  Schilling.  Later  it  was  held  that  the  United  States  Govern- 
ment had  some  rights,  and  that  it  would  be  wise,  in  order  to  prevent 
such  disagreeable  litigation  as  might  ensue,  to  get  the  permission  of 
the  United  States  Government  to  go  through  the  canal,  either  upon 
condition  or  without  condition  that  the  State  of  Illinois  should  con- 
sent; but  I  am  willing  to  have  it  provided  that  the  State  of  Illinok 
should  give  its  consent. 

Mr.  Stevens.  I  do  not  think  your  attorneys  have  advised  you  well. 
You  should  have  gone  to  the  State  of  Illinois,  and  then,  if  they  ref  used^, 
there  ^vould  have  been  no  use  in  coming  to  Congress.  We  have  no 
rif^ht  until  after  they  act.  After  they  have  acted  and  abandoned  that 
stretch  of  the  canal  we  may  have  some  rights,  and  then  we  will  sett 
what  we  can  do.  But  until  that  time  comes  I  do  not  see  how  we 
could  do  anything  about  it.  I  am  speaking  with  reluctance,  but  ii 
does  not  seem  to  me  you  are  in  a  hopeless  situation,  but  it  strikes  me 
you  have  another  avenue  of  relief. 

As  to  this  permit,  the  Secretary  of  War  has  reported  strongly  against 
it,  and  there  is  not  a  member  of  the  con&mitlee  who  would  vote  for  it^ 
and  it  would  not  pass  through  the  House  if  they  did,  and  I  think  to 
ask  for  such  a  thing  now  would  be  premature.  That  is  my  opinion. 
Mr.  Lovering  can  tell  you  what  he  tninks  about  it. 

Mr.  Schilling.  Of  course  if  that  can  not  be  granted,  I  have  noth- 
ing TOore  to  say  about  it. 

Mr.  Ix)VERiNG.  I  do  not  think  *t  is  possible  to  do  anything  at  this 
session. 

Mr.  Schilling.  Then,  of  course,  I  have  nothing  more  to  say.  As 
to  the  urgency  of  the  need  of  these  sewers,  I  suppose  you  are  all 
convinced. 

Mr.  Stevens.  Oh,  yes'. 

(At  12.20  o'clock  p.  m.  the  committee  adjourned.) 


Chicago,  Fthnmry  6\  1907. 
Mt.  GEoftQfi  A.  SCHiLLrim 

(Care  of  The  New  WlllaTd,  Washington,  D.  C). 
pRAR  Sir:  In  regard  to  the  proposition  to  drain  the  Western  avenue  sewer  and 
Redz'e  avenue  sewer  through  a  main  sewer  to  run  eastward  on  Thirty-Seventh  street, 
or  some  adjacent  street,  to  the  Chicago  River,  I  b^  to  say  that  such  a  sewer  w^ould 
have  to  extend  as  far  eaj<t  as  Ashland  avenue  or  more.    . 
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In  order  to  drain  the  territory  which  it  is  proposed  to  drain  by  means  of  the  Ked- 
zie  avenue  sewer  and  the  Western  avenue  sewer,  it  would  have  to  be  at  least  12  feet 
in  diameter,  and  very  likely  iar^r.  The  surface  of  the  ground  east  of  Western  ave- 
nue is  less  than  10  fe«t  above  (Chicago  datum.  Thi»  means  that  with  a  sewer  put  as 
low  as  possible  the  top  of  the  brickwork  would  be  al)Out  at  the  surface  of  the 
ground;  and,  although  tne  grades  of  the  street  are  about  3  or  4  feet  above  the  surface 
of  the  ground,  the  sewer  would  be  so  shallow  that  when  flowing  full  it  would  flood 
any  basement  in  its  entire  course.  The  cost  of  such  a  sewer  would  be  excessive,  and 
it  would  be  more  economical  to  build  inverted  siphons  under  the  old  canal  and  to 
drain  directly  south  to  the  sanitary  district  canal,  if  we  are  unable  to  cross  the  old 
Illinois  and  Michigan  Canal  in  the  manner  that  we  propose. 

If  ne^^essary,  I  am  ready  to  come  to  Washington  to  explain  matters  to  the  com- 
mittee, but  I  do  not  consider  that  I  can  make  matters  anv  clearer  than  the  above 
statement  does.  It  seeme  to  me  that  there  can  be  no  goocf  objection  to  the  actual 
abandonment  of  the  old  canal  north  of  Lockport  when  the  new  locks  are  in  place, 
although  there  may  be  serious  objection  for  various  reasons  to  turning  the  old  canal 
and  adjacent  lands  over  to  the  sanitary  district.  If  there  seems  to  be  much  opposi- 
tion to  such  a  procedure,  I  would  suggest  that  Congress  be  asked  to  merely  relin- 
quish any  claims  the  Government  may  have  on  this  canal  to  the  State  of  Illinois, 
and  leave  the  matter  of  flnal  disposal  of  the  lands  to  the  State. 

Yours,  very  truly,  C.  D.  Hill, 

Engineer,  Board  of  Loral  hnjirovemenUf. 


Chicago,  February  11,  19C7, 
Mr.  Gbo.  A.  Schilling 

(Care  of  The  New  Willard,  Washington,  D.  C). 

Dear  Sir:  Yours  of  February  9  just  received. 

In  regard  to  building  sewers  in  Kedzie  avenue  and  Western  avenue,  so  that  the  top 
of  the  brickwork  will  not  extend  alx)ve  the  bed  of  the  old  canal,  I  will  say  that  such 
construction  is  possible,  though  not  advisable.  In  fact,  1  had  plans  for  such  a  sewer 
in  Western  avenue  prepared,  and  submitted  the  same  to  Mr.  Ka  dolph  for  approval; 
and  while  he  appmved  it  under  the  conditions  that  had  previouslv  existed,  viz,  that 
the  old  canal  was  in  existence  and  had  to  be  considered,  he  declined  to  approve  it 
umler  the  new  conditions,  which  were  that  the  old  canal  would  no  longer  be  used 
after  the  necessarv  lapse  of  time  for  the  construction  of  the  sewer.  In  other  words, 
such  a  sewer  can  be  built  if  it  be  determined  to  maintain  the  old  canal  as  a  navigable 
stream.  The  cost  of  such  construction  will  be  considerably  greater  than  if  the  sewer 
were  run  straight  through  at  the  regular  grade,  and  the  cost  of  annual  maintenance 
will  be  considerably  greater,  for  the  reason  that  there  will  be  a  deposit  of  sand  and 
gravel  that  may  be  washed  into  the  sewer  in  the  deepest  portion  under  the  canal. 

At  one  time  I  prepared  a  plan  for  a  sewer  in  Kedzie  avenue  to  pass  under  the  old 
canal  by  means  of  an  inverteil  siphon.  The^e  plans  were  submitted  to  the  State  com- 
missioners, and  Anally  received  their  approval,  depending  upon  the  city  entering 
into  a  proper  contract  relating  to  the  matter.  When  this  contract  was  submitted  to 
Mr.  Blocki,  ^superintendent  of  public  works,  he  declined  to  sign  it,  for  the  reason  that 
he  was  convinced  that  the  old  canal  would  be  abandoned  and  that  such  a  con- trac- 
tion would  be  expensive  to  build  and  maintain  and  that  it  would  be  impracticable 
to  proceed  with  such  construction. 

If  it  can  be  clearly  demonstrated  that  the  old  canal  must  remain  a  navigable  stream, 
then  these  sewers  must  be  constructed  as  inverted  siphons  under  the  canal.  On  the 
other  hand,  if  we  were  to  pass  an  ordinance  and  levy  an  assessment  for  such  a  form 
of  construction,  objectors  would  certainly  raise  the  point  that  such  construction  was 
expensive  and  unreasonable,  and  it  is  probable  that  their  objections  would  be  sus- 
tained by  the  courts. 

I  have  read  your  letters  to  Mr.  May  and  the  inclosed  opinion  from  the  Attorney- 
General,  and  aissuming  that  the  opinion  of  the  latter  is  correct,  it  still  remains  true 
that  the  old  canal  is  still  under  the  jurisdiction  of  the  State  ot'  Illinois.  The  old  canal 
has  never  been  under  the  jurisdiction  of  the  War  Department  as  a  navigable  stream. 
If  we  mast  obtain  permission  from  anyone  for  the  crossing  of  this  canal,  it  must  be 
obtained  from  the  State  and  not  from  the  National  Government.  If  the  construction 
of  the  proposed  sewer  and  other  acts,  either  by  the  city  or  the  State,  should  result  in 
the  abandonment  of  the  canal  as  a  navigable  canal,  and  the  opinion  of  the  Attorney- 
General  be  correct,  then  and  then  only  will  the  lan«ls  along  the  canal  revert  to  the 
National  Government,  and  such  reversion  will  not  affect  the  right  of  the  public  to  use 
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the  streets  which  have  for  years  been  open  to  cross  such  stripe  of  land.  I  therefore 
fail  to  see  any  reason  why  we  shoald  a^k  permission  in  any  form  from  the  National 
Government  for  the  construction  of  our  sewers. 

In  regard  to  the  proposed  construction  of  pumping  stations,  they  would  be  much 
more  expensive  to  build  and  operate  than  the  invert^  siphons  which  I  have  referred 
to  above,  and  in  ray  opinion  tliere  is  no  occasion  for  considering  the  construction  of 
each  pumping  stations  or  asking  for  any  appropi  iatiun  for  them.  In  any  event  we 
could  not  ask  ifor  an  appropriation  for  such  pumpin*^  stations  until  we  had  determined 
upon  some  definite  plan  in  regard  to  them.  The  cost  of  the  Jackson  Park  avenue 
pumping  station  was  about  $160,000,  and  while  I  am  uncertain  as  to  the  cost  of  main- 
tenance, I  expect  it  will  be  about  $25,000  a  year. 

I  will  try  to  send  you  under  separate  cover  some  of  the  plans  and  maps  you  ask 
for,  but  I  am  uncertain  that  I  have  prints  of  the  Jackson  Park  avenue  sewer  system. 
Yours,  verv  truly, 

CD.  Hill, 
Rnaineer^  Board  of  Jjornl  Improvements. 


Committee  on  Appropriations,  House  of  Keprbbentatives, 

WashiTigtonf  D.  C,  February  7,  1907. 
Hon.  Fred  C.  Stevens,  Chairman,  WashiTigtonf  D,  C. 

My  Dear  Mr.  Stevens:  Hon.  George  A.  Schilling,  president  of  the  board  of  local 
improvements  of  the  city  of  Chicago,  writes  me  inquiring  to  what  extent  freight 
traffic  is  still  carried  on  by  boat  on  the  Illinois  and  Michigan  Canal  north  of  Joliet, 
and  to  what  extent  interests  adjacent  to  the  canal,  such  as  mine,  would  be  affected  by 
the  construction  of  a  sewer  through  the  canal  at  Kedzie  and  Western  avenues,  the 
arch  of  which  would  be  a  considerable  height  above  the  bottom  of  the  canal,  and 
thereby  neceisarily  ber»orae  an  impediment  to  navigation. 

In  reply  to  his  questions,  I  beg  to  say  for  your  information  that  prior  to  the  com- 
pletion of  the  sanitary  district  drainage  channel,  which  parallels  the  Illinois  and 
Michigan  Canal,  the  Western  Stone  Company,  of  which  I  am  president,  ran  a  large 
numl)er  of  l)oats  on  the  Illinois  and  Michigan  Canal  between  Lockport,  Lemont,  and 
Chicago.  Several  other  companies  engaged  in  similar  business  did  Tikewise.  The 
amount  of  tolls  paid  by  my  company  to  the  State  f  >r  the  privilege  of  operating  on 
the  Illinois  and  Micrhigan  Canal  sometimes  reached  $30,000  per  annum. 

The  sanirary  district  board,  under  the  law,  has  no  right  to  charge  tolls  for  naviga- 
tion on  the  channel  constructed  by  it.  All  the  great  industries  north  of  Lockport 
which  shipped  by  water  moved  to  the  drainage  channel  when  it  was  opened  several 
years  ago  and  now  transport  their  commodities  over  that  waterway. 

The  result  is  that  between  Joliet  and  Chicago  there  is  now  but  an  occasional  grain 
boat  running,  and  that  from  the  Norton  Mills  at  Ix)ckport.  The  water  supplied  to 
this  stretch  of  the  Illinois  and  Michigan  Canal  h  pumped  from  the  Chicago  Kiver  ata 
very  great  annual  expense.  The  State  receives  no  revenue  except  from  the  water 
power  at  the  Norton  Mill  at  Lockport,  to  supply  which  it  is  necessary  to  expend  the 
money  for  the  pumping  above  referred  to. 

The  legislature  of  the  State  recently  passed  a  law  declaring  in  favor  of  the  aban- 
donment of  the  canal  from  a  voint  near  Lockport  to  Chicago,  which  law  provides 
for  a  connection  with  the  sanitary  district  channe  between  Lockport  and  Romeo. 
This  connection  is  now  beinj;  constructed.  It  will  be  complete<l  within  three  or  four 
months.  After  thit  the  Illinois  and  Michigan  Canal  traffic  will  run  through  the 
sanitary  district  channel  from  the  \K>'mt  of  the  connection,  and  pumping  will  no 
longer  be  necessary. 

I  think  it  is  safe  to  say  that  the  sewer  which  the  citj;  of  Chicago  seeks  authority 
to  construct  would,  under  the  circumstances,  be  no  impediment  to  navigation, 
because,  while  there  is  little  or  none  now,  there  will  be  none  at  all  when  the  con-- 
nection  which  I  have  endeavored  to  describe  is  made  between  the  two  canals. 
Very  sincerely,  yours, 

Martin  B.  Madden, 
President  Western  Stone  Company. 
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[H.  R.  24271,  Fifty-ninth  Congress,  second  sejsHion.] 

A  BILL  In  relation  to  the  Illinois  and  Michigan  Canal  and  granting  to  the  State  of  lilinois  all  rights, 
easements,  and  title  of  the  United  States  in,  to,  and  into  t^at  portion  of  said  said  canal  lying  betw^n 
the  upper  baiiin  situated  in  the  city  of  Joliet  and  Lake  Michigan. 

Whereas  heretofore  the  United  States,  by  act  of  Congress  passed  on,  to  wit,  MaTch 
thirtieth, eighteen  hundred  and  twenty-two, authorized  the  State  of  Illinois  to  sur- 
vey a  route  for  a  canal  connecting  the  Illinois  River  with  the  southern  bend  of 
Lake  Michigan,  and  reserving  ninety  feet  of  land  on  each  side  of  said  canal  from 
sale  and  vestin^i;  the  same  in  said  State  for  canal  purposes  upon  certain  conditions, 
reserving  certain  rights  to  the  United  States;  and 
Whereas,  in  order  to  assist  the  State  of  Illinois  in  the  construction  of  said  tsinal.  the 
United  States,  by  act  of  Congress  passed  on,  to  wit,  March  second,  eighteen  hun- 
dred and  twenty-seven,  granted  to  said  State  a  quantity  of  land  equal  to  one-half 
of  five  sections  in  width  on  either  side  of  said  canal  from  one  endf  thereof  to  the 
other,  to  be  disposed  of  by  said  State  as  it  saw  fit,  for  the  purpose  of  constructing 
said  canal ;  and 
Whereas  said  State  of  Illinois,  by  act  of  legislature  passed  in  eighteen  hundred  and 
twenty-nine,  duly  accepted  the  grants  of  Congress  aforesaid  and  surveyed,  laid 
out,  and  constructed  the  canal  as  bv  said  grants  proposed,  which  said  canal  con- 
nected Lake  Michigan  with  the  navigable  waters  of  the  Illinois  River  by  a  channel 
leading  from  a  point  near  Utica,  Illinois,  to  a  point  on  the  South  Branch  of  the 
Chicago  River  about  four  miles  from  where  said  river  empties  into  Lake  Michigan, 
said  canal  having  been  constructed  and  maintained  of  a  size  sufficient  for  canal- 
boat  navigation;  and 
Whereas  said  State  of  Illinois,  by  act  of  its  legislature  passed  in  eighteen  hundred 
and  ninety-nine,  provided  for  the  incorporation  of  the  Sanitary  District  of  Chi^ago^ 
a  municipal  corporation,  and  authorized  paid  corporation,  for  the  purnose  of  pro- 
viding an  outlet  for  the  drainage  and  sewage  of  the  city  of  Chicago  ana  contiguous 
territory,  to  contrtruct  a  channel  whereby  the  sewage  and  drainage  of  said  district 
was  to  De  carried  into  the  Des  Plaines  Kiver  by  w  ater  from  I^ke  Michigan,  said 
channel  to  be  of  such  dimensions  and  so  constructed  as  to  be  navigable  by  the  ves- 
sels of  the  Great  Lakes  and  upon  its  completion  to  be  a  navigai>le  stream;  and 
Tfrhereas  the  said  Sanitary  District  of  Chicago,  pursuant  to  its  said  authority,  hae 
constructed  a  channel  parallel  and  adjacent  to  the  Illinois  and  Michigan  Canal 
from  the  latter's  connection  with  the  Chicago  River  to  the  said  upper  basin  at 
Joliet;  and 
Whereas  said  channel  of  said  district  is  of  sufficient  size  and  dimensions  to  accom- 
modate not  only  canal -boat  navigation,  but  also  navigation  of  the  vessels  of  the 
Great  Lakes,  and  is  completed  to  within  a  short  distance  of  said  upper  basin  and 
will  within  a  few  months  be  connected  with  said  upper  basin  and  will  then  afford 
all  the  accommodation  for  commerce  heretofore  afforded  by  the  said  Illinois  and 
Michigan  Canal  between  said  upper  basin  and  C  hicago,  ana  much  more;  and 
Whereas  said  channel  of  said  Sanitary  District  of  Chicago  has  been  constructed  by 
said  district  at  an  expense  of  nearly  fifty  millions  of  oollars,  and  forms  the  first 
section  of  the  deep  waterway  from  Lake  Michigan  to  the  Mississippi  River;  and 
Whereas  the  State  of  Illinois  has  authorized  said  dit^trict,  upon  connecting  its  channel 
with  the  upper  basin  at  Joliet,  to  cut  acro&s  and  destroy  the  Illinois  and  Michigan 
canal  between  said  points;  and 
Whereas  in  the  judgment  of  Congress  the  old  right  of  way  of  said  Illinois  and  Mich- 
igan Canal  between  said  upper  basin  and  said  Chicago  River,  being  adjacent  to  said 
right  of  way  of  said  Sanitary  District  of  Chicasro,  will  be  of  more  service  and  bene- 
fit to  the  people  of  that  community  and  of  the  State  of  Illinois  by  being  made  a  part 
of  the  said  right  of  way  of  the  Sanitary  District  of  Chicago:  Therefore 
Be  it  enacted  by  the  Senate  and  Urmite  of  Representatives  of  the  Viuttd  States  of  America 
in  Congress  assembled^  That  there  be,  and  is  herebv,  granted  to  the  State  of  Illinois  all 
the  rights,  easements,  interest,  and  title  of  every  "kind  and  nature  now  owned  or  pos- 
sessed by  the  United  States  in,  to,  and  into  that  |)ortion  of  the  Illinois  and  Michigan 
Canal  Iving  and  situated  between  the  upper  basin  in  the  city  of  Joliet,  Illinois,  and 
Lake  Michigan,  it  being  the  intention  of  Congress  by  this  act  to  give  to  said  State  a 
clear  title  to  the  bed,  banks,  tow-path,  and  reserved  lands  on  either  side  of  said  canal, 
and  to  all  the  appurtenances  and  appliances  appertaining  and  belonging  if)  said  canal, 
including  all  locks,  basins,  water  rights,  water  privileges,  and  water  power  heretofore 
possessed  and  enjoyed  by  said  canal:  Prm^ided^  houevtr.  That  this  grant  is  made  on 
the  express  condition  that  said  State  will,  within  six  months  after  the  passage  of  this 
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act,  j|[rant  unto  the  Sanitary  District  of  Chicago  all  the  right?,  titles,  easements,  and 
privileges  hereby  granted  to  it,  together  with  all  other  property  rights,  title,  interest, 
and  easements  which  said  State  has  in  said  portion  of  said  Illinois  and  Michi^n 
Canal,  and  in  case  of  the  failure  of  the  State  of  Illinois  to  comply  with  the  provision 
of  this  proviso  by  granting  over  to  the  Sanitary  District  of  Chicago  then  this  act  to  be 
null  and  void. 


[PUed  t>y  Mr.  Charles  L.  Walkec] 
Id  re  title  of  State  to  the  Illinois  and  Michigan  Oanal. 

Hon.  W.  H.  Stead,  AUomey-General: 

Pursuant  to  your  request  to  giv<»  you  a  brief  of  authorities  having  reference  to  the 
title  of  the  State  to  the  Illinois  and  Michigan  Canal,  and  what  effect  thereon  an 
abandonment  of  the  canal  would  have  and  the  accuracy  of  the  ofiinion  of  Judge- 
Advocate-General  George  B.  Davis,  to  the  Secretary  of  War,  of  date  January  :U, 
1907,  in  connection  with  the  bill  introduced  by  Mr.  Wilson  for  the  transfer  of  that 
portion  of  the  canal  lying  between  Joliet  and  Chicago,  I  respectfully  submit  the 
following: 

On  Marc!h  30,  1822,  Congres-s  passed  an  act  authorizing  the  State  to  locate  a  cauM 
through  the  public  lands  connecting  the  Illinois  River  with  Lake  Michigan,  and 
granting  it  90  feet  of  land  on  each  side  thereof,  on  condition  that  the  State  should 
survev  and  file  a  map  of  the  canal  with  the  Treasury  Department  within  three  years. 
and  if  the  ground  should  ever  cease  to  be  used  for  a  canal  foi  navigation  the  grant 
should  become  void  and  of  no  effect. 

Under  this' law  no  survey  was  made  and  no  plat  filed.  Therefore  no  rights  were 
acquired  under  it. 

In  182«  the  legislature  memorialized  Congress  for  aid  in  the  construction  of  such 
canal,  and  Congress  responded  with  the  act  of  March  2,  1827,  granting  to  the  State 
in  fee  one-half  of  five  sections  in  width  on  each  side  of  the  canal  when  located, 
authorizing  the  legislature  to  dispose  of  the  same  for  canal  purposes,  and  no  other, 
and  to  convey  the  fee-simple  title  to  purchasers. 

Under  this  act  the  canal  was  constructed,  and  you  will  notice  this  act  contains  no 
reservation  whatever,  of  reven^ion  or  otherwise,  but  is  an  absolute  grant. 

Yoa  will  not«  further  that  the  act  of  March  3i),  1822,  granted  no  land  to  the  State 
except  for  right  of  way  and  90  feet  on  each  side  thereof,  while  the  act  of  1827  is  a 
grant  of  land  of  five  sections  in  width  on  each  side  of  the  canal  when  located. 

The  question  of  the  rights  of  the  State  first  came  to  the  attention  of  our  supreme 
court  in  the  case  of  City  of  Chicago  v.  MoGraw  (75  III.,  566,  572-573). 

The  court,  after  ({noting  the  law  on  page  573,  says  a  strict  compliance  with  the  law 
of  1822  **is  made  indispensable  by  the  act  of  Congress  to  the  vesting  of  the  rights 
conferred  in  the  State. 

The  court  then  refers  to  the  memorial  of  1826,  the  act  of  Congress  of  1827^  and  the 
act  of  the  legislature  of  1829,  and  on  page  574  says: 

*' The  act  of  Congress  of  March  2,  1827,  does  not  purport  to  be  an  amendment  of 
the  act  of  March  30,  1822,  nor  does  it,  even  by  inference,  refer  to  it.  In  our  opinion 
these  acts  constitute  distinct  and  independent  offers  by  the  Government  of  the 
United  States,  of  aid  to  the  State  in  the  construction  of  canals,  and  the  latter  one 
having  been  accepted,  without  reference  to  the  terms  and  conditions  of  the  former, 
the  State  is  only  entitled  to  the  grant  which  it  conveys." 

This  question  was  next  before  the  supreme  court  in  the  case  of  Werling  v.  Inger- 
soll  (182  111.,  25),  and  the  court,  by  reference  to  the  McGraw  case  there, reaffirms  its 
holdings  that  the  court  acquired  no  rights  under  the  act  of  1822. 

This  last  ca«e  was  taken  to  the  Supreme  Court  of  the  United  States,  and  is  found 
reported  in  the  181st  U.  S.,  p.  131,  wherein  the  judgment  of  our  supreme  court  was 
affirmed.  In  that  case  the  court  reviews  at  length  the  legislation  of  Congress  and  the 
State,  and  on  page  139  says:  "It  can  not  be  denied  that  between  1822  and  the  paFsage 
of  the  act  of  C>)ngress  in  1827,  no  route  had  been  adopted  for  the  canal  and  no  work 
ol  construction  had  been  commenced  thereon,"  and  not  until  after  January  22,  1829. 

Yet  you  will  note  by  the  express  language  of  the  act  of  1822  that  a  map  of  the 
route  selected  must  be  filed  within  three  years,  or  the  grant  should  become  void 
and  of  no  effect. 
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On  page  140  the  court  refers  to  the  difference  between  the  acts  of  1822  and  1827, 
and  on  page  141  says: 

''Upon  all  the  facts  in  the  case  it  is  plain  that  the  act  of  1822  was  mutually  aban- 
donea  by  the  parties  so  far  as  it  concerned  the  land  grant  after  the  passage  of  the 
act  of  1827,  and  that  the  right  of  way  through  the  reserved  sections  was  treated  and 
regarded  as  impliedly  granted  by  the  latter  act,  under  which  the  lara:er  grant  was 
made,  and  that  the  map  was  filed  under  that  act,  and  none  was  ever  filed  under  the 
act  of  1822.'' 

These  decisions  would  seem  to  put  beyond  all  question  the  fact  and  law  that  the 
canal  was  built  under  the  law  of  1827,  and  not  unaer  the  law  of  1822,  and  the  law  of 
1827  granting  a  fee  simple  title  to  the  State  without  any  reservation  whatever  as  to 
title  the  State  is  the  owner  of  the  canal  bed  and  the  right  of  way  as  it  now  exists, 
and  that  the  Federal  (xovernment  has  no  authority  over  it  whatever,  and  therefore 
should  not  pass  any  legislation  with  reference  to  ft  or  attempt  to  have  any  control 
thereover. 

The  only  other  provision  in  the  act  of  1827  under  which  any  claim  could  possibly 
be  made  is  that  providing  that  the  canal  should  forever  remain  a  public  highway 
and  give  ''free  use  of  the  canal  by  the  United  States  Government.'* 

That  proviso,  however,  does  not  refer  to  the  title  granted,  and  can  not  be  con- 
strued as  affecting  the  title. 

That  this  is  so  shown  bv  the  case  of  Walsh  r.  C.  H.  V.  &  A.  Rwy.  Co.,  reported  in 
176  U.  8.,  p.  469. 

That  case  involved  the  constniction  of  a  similar  act  of  Congress  granting  to  the 
State  of  Ohio  500,000  acres  in  aid  of  construction  of  canals.  That  act,  like  the  Illinois 
act,  provide<l  that  the  land  should  be  sold  fur  the  purpose  of  the  construction  of  the 
canal,  with  the  same  lan^age  as  to  perpetuity  and  free  use  by  the  United  States. 
The  legislature  of  Ohio,  in  1894,  passed  an  act  abandoning  one  of  the  canals  and 
leasing  it  to  a  railroad  company. 

The  plaintiff,  owning  land  on  both  sides  of  the  canal,  brought  suit  to  enjoin  the 
railroad  company  from  constnicting  the  railroad  as  in  violation  of  the  act  of  Con- 
gress granting  tlie  land  and  the  Constitution  of  the  United  States  as  impairing  that 
contract.  The  supreme  court  of  the  State  of  Ohio  held  that  the  complainant  had  no 
cause  of  action  and  that  the  act  of  the  legislature  of  Ohio  was  not  in  violation  of  the 
act  or  the  Constitution,  and  the  Supreme  Court  of  the  United  States  affirmed  this 
holding,  and  on  pages  477-478  declare  that  the  "  proposed  use  of  the  right  of  way  for 
a  railway  was  an  analogous  public  use  to  that  of  the  canal,  and  was  not  in  violation 
of  the  act  of  Congress  or  the  Constitution." 

This  decision  clearly  holds  that  even  though  the  legislature  of  Illinois  had  in  fact 
abandoned  the  Illinois  and  Michigan  Canal,  that  it  coul<l,  nevertheless,  use  it  for 
other  "public  highway  purpoFes." 

The  fact  is,  however,  that  the  legislature  of  Illinois  has  not  abandoned  the  canal, 
but  it  still  using  it.  and  therefore  no  possible  question  of  abandonment  or  loss  of  title 
is  now  presented  which  would  even  give  Congress  "the  co'orof  right"  to  interme<ldle 
by  passing  the  Wilson  bill  or  any  act  relating  to  the  Illinois  and  Michigan  Canal. 

Respectfully  submitted. 

C.  L.  Walkbh. 


[Filed  by  Mr.  Robert  R.  McCormick.] 
ILLINOIS  AND   MICHIGAN   CANAL. 

By  the  provision  of  the  constitution  of  1870  the  Illinois  and  Michigan  Canal  can 
never  be  sold  or  leased  until  the  specific  proposition  for  the  sale  or  lease  thereof  shall 
first  have  been  submitted  to  the  vote  of  the  people  of  the  State  at  a  general  election 
and  have  l)een  approved  by  a  majority  of  the  votes  polled  at  such  election.  Whether 
this  provision  would  apply  to  a  sale  to  the  sanitary  district  is  a  question  of  legal 
construction. 

'  The  Illinois  and  Michigan  Canal  was  completed  in  1848,  and  for  a  number  of  years 
was  used  as  a  means  of  transportation  of  freight  and  passengers  by  canal  boats,  and 
up  to  about  the  time  of  the  adoption  of  the  institution  fjerformed  a  great  service 
in  that  respect.  At  the  time  of  the  constitutional  convention  in  1870  the  continued 
prosperity  of  the  canal  was  in  such  grave  doubt  that  a  provision  was  enacted  pre* 
ventinjj  the  State's  credit  being  loaned  for  the  purpose  of  aiding  the  canal  and  con- 
fining its  expenditures  for  enlargement  and  improvement  to  its  surplus  earnings. 
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The  falling  off  in  tolls  from  1875  to  1901,  together  with  disbursements  during  the 
same  period,  is  shown  in  the  following  table: 


Year. 

'  Gross  ex- 
'     penses. 

1 

Tolls.      ! 

Year. 

Gross  ex- 
penses. 

-■ 

$85,478 
76,126 
72,692 
67,137 
69,522 
.54.2.'»8 
71.942 
77,662 
63,307 
78,966 
91,196 
88,317 

111,002 

Tolls. 

1876 

I       174,611 

1         91,696 

'■        110,018 

82,830 

97,701 

125,601 

108, 223 

1 
8107,081  ' 
113,293 
96,113 
84,830 
89,064 
92.926 
86.130  ; 
86.947  1 
77,975 
77,102  1 
66.800  1 
62,513  ' 
68,024 
66,028 

1889 

960,606 

1876 

18£0 

66,112 

1877 

1891 

49,567 
54,987 

1878 

18»2 

1J^79 

1K03 

38,702 

18^0 

1894 

44,928 

18«1 

1896 

39,106 
82,100 

1><82 

104.412 

116,766 

99,289 

,         86. 893 

1896 

1883 

1897 

83,06& 

18H4 

1886 

1898 

1899 

38.670 
41,021 

1H86 

1887 

1888 

!         72.430 

!         71,885 

76.846 

1900 

1901 

13.867 
8.120 

In  1903  an  attempt  to  secure  funds  needed  for  the  maintenance  of  the  canal  was 
defeated  by  injunction  in  the  suit  of  Burke  v.  Snively,  and  the  canal  is  now  without 
means  except  such  as  are  earned  from  its  ice  privileges,  sale  of  lands,  rental  of  water 
power,  anfl  money  derived  from  condemnation  proceedings.  From  1886-87  to 
1899-1900  the  total  receipts  of  the  canal  from  every  source  and  its  disbursements  were 
as  follows: 


Year. 


1886-87. 
1887-88. 
1888-89 . 
1889-90. 
1890-91 . 
1891-92  . 
1892-98. 


Total  re- 
celpta. 


•90,637.76 
84,084.00 

100,937.51 
82,680.66 
79,006.01 
79,328.64 


Total  dis- 
bursements. 


878,608.69 
83,.S40.69 
90,188.00 
80,46^.27 
79,800.07 
72.912.10 


Year. 


'  1898-94 1 

1894-96 1 

1896-96 1 

1896-97 

1H97-98 

1898-99 

1899-1900 


Total  re- 

Total dis- 

ceipts. 

bursements. 

869,834.71 

$67,600.89 

86,068.61 

76,948.79 

61,432.36 

82,700.15 

101.492.32 

74,176.09 

111,118.13 

78,987.74 

131,4.S9.28 

91,196.76 

109,621.08 

88,317.00 

The  above  included  legislative  appropriations  made  from  time  to  time  in  spite  of 
the  constitutional  provision,  namely: 

1879,  for  maintenance $30,000 

1891,  to  renew  gates  and  make  necessary  repairs  in  Henry  and  Copperas 

Creek  looks 25,000 

1897,  for  repairs 100, 000 

1899,  for  unforeseen  emergency 50, 000 

1901,  for  extraordinary  expenses 150, 000 

1903,  for  maintaining  navigable  conditions,  etc 152, 960 

For  many  years  the  canal  has  been  practically  useless  as  a  waterway,  and  the  trafHc 
over  it  has  steadily  diminishe<l  until  now  it  is  practically  nothing.  The  completipn 
of  the  iTiain  drainage  channel  from  Robey  street,  Chicago,  to  Lockport  (now  in 
course  of  completion  to  Joliet,  where  it  will*  connect  with  the  Illinois  and  Michigan 
Canal)  has  substituted  a  deep  waterway  paralleling  the  Illinois  and  Michigan  Canal 
between  these  points  and  has  made  its  use  as  a  waterway  a  thing  of  the  past,  even 
were  it  not  now  practically  filled  up  and  abandoned.  That  part  of  the  canal  is  to-day 
a  burden  to  the  State,  pro<lucing  an  income  of  $11,000,  which  is  wiped  out  by  one 
single  charge  for  operating  the  Bridgeport  pumping  station  at  $18,000  per  annum. 
Its  items  of  receipts  are  as  follows: 

From  Norton  &  Co. : 

For  water  power  under  1 3-year  lease,  lot  1,  block  122 $300 

For  water  power  under  13-year  lease,  lot  6,  block  122 200 

Surplus  water  on  20-year  lease 10,000 

The  Bridgeport  ]>umping  works  were  formerly  operated  by  the  city  until  the  com- 

filetion  of  the  drainag^  canal,  when  the  city  abandoned  their  operation  and  the 
llinois  and  Michigan  Canal  commissioners  were  compelled  to  operate  them  at  a  cost 
of  $25,000  per  annum  solely  for  supplying  water  power  under  their  contract  with 
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Norton  &  Co.  In  1902  an  electric  plant  was  pot  in  and  paid  for  out  of  the  appro- 
priation by  the  legi>lature,  at  acoetol  $ ,  ^hich  ie  supplied  with  power  from 

the  Economy  Lipht  and  Power  Company  at  JoMet,  by  wire  running  along  the  ri^ht 
of  way  of  the  Illinois  and  Michigan  Canal  from  Johet  to  the  Bridgeport  pumping 
works. 

The  Illinois  and  Michigan  Canal  commissioners  present  various  arguments  asainst 
abandoning  the  canal,  namely,  that  it  is  a  connecting  link  between  Lake  Michigan 
and  the  Illinois  and  Mississippi  rivers  and  the  Hennepin  Canal,  and  that  there  is 
fitill  some  transportation  along  its  route. 

Unquestionably  the  canal  was  important  as  a  regulator  of  freight  rates  years  9gQ, 
but  is  no  longer  so,  the  total  number  of  boats  reported  to  be  running  upon  it  in 
1902  being  but  41. 

Although  originally  considered  important  in  connection  with  the  construction  of 
the  proposed  ship  canal,  it  is  no  lon^^er  so.  The  route  of  the  proposed  ship  canal 
will  not  take  into  consideration  the  existence  of  the  Illinois  and  Michigan  Canal. 

The  principal  argument  of  the  canal  commissiouers,  namely,  the  importance  of  the 
jCanal  as  a  regulator  oi  freight  rates  for  transportation,  admitting  that  it  is  used  for 
any  boats  at  all  at  the  present  time,  does  not  affect  that  part  of  the  canal  which  par- 
allels the  main  drainage  channel,  as  the  channel  has  become  a  substitute  in  the  mat- 
ter of  transportation. 

The  right  of  way  of  the  canal  can  be  ma<le  of  great  utility  to  the  sanitarv  district 
in  connection  with  its  plan  of  real-estate  development,  and  a  conveyance  of  the  Illi- 
nois and  Michigan  right  of  way  to  the  district  will  relieve  the  State  of  an  annual 
drain  ui)on  its  treasury  and  open  the  way  for  converting  this  right  of  way  into  a  use- 
ful and  income- liearing  property. 


Five  hundred  thousand  dollars  were  ceded  by  the  United  States  to  Illinois  for  the 
building  of  the  Illinois  and  Michigan  Canal,  under  the  following  proviso: 

**l*rovkied.  That  said  canal  when  completed  shall  be  and  forever  remain  a  public 
highway  for  the  use  of  the  Government  of  the  United  States,  free  from  any  toll  or 
other  charge  for  any  property  of  the  Unit^  States,  or  persons  in  their  service,  paFB- 
ing  through  the  same:  Fivvuhdj  That  such  canal  shall  he  commenced  within  five 
years  and  completed  withtn  twenty  years,  or  the  State  shall  be  bound  to  pay  to  the 
United  States  the  amount  of  land  previously  sold,  and  that  the  title  to  the  purchasers 
under  the  State  shall  be  valid." 

It  has  bee  A  contended  that  the  proviso  constituted  a  contract  between  the  State  of 
Illinois  and  the  Unite<l  States  obligating  the  State  to  forever  keep  and  maintain  the 
canal  as  a  public  highway. 

In  the  case  of  Walsh  v.  Columbus,  Hocking  Valley  and  Athens  Railroad  Company 
(176  U.  S.,  469),  where  a  cession  of  lands  to  the  State  of  Ohio  for  canal  purposes  wsus 
made  by  the  Government  upon  a  similar  condition,  upon  the  sale  of  the  canal  which 
operated  to  throw  it  into  disuse,  the  contract  question  was  raised.  The  clause  thereof 
read  as  follows: 

^^Providedf  That  the  said  canals  when  completed,  shall  be  and  forever  remain 
public  highways  for  the  use  of  the  Government  of  the  United  States,  free  from  an^ 
toll  or  charge  whatever  for  any  property  of  the  United  States  or  persons  in  their 
{service  passing  along  the  same.'* 

In  passing  upon  the  contract  question  the  Supreme  Court  of  the  United  States  uaed 
this  language: 

**The  object  of  the  act  was  to  facilitate  and  encourage  public  improvements,  but 
aot  to  stand  in  the  way  of  the  adoption  of  more  perfect  methods  of  transportation 
which  might  thereafter  be  discovered.  Had  the  question  of  internal  improveraents 
arisen  ten  or  fifteen  years  later,  when  railwavs  began  to  be  constructed,  it  is  quite 
improbable  that  the  State  would  have  embarked  upon  this  system  of  canals  or  that 
courts  would  have  aided  it  in  the  entc  rprise.  Waiving  tlie  question  whether  the 
State  could  have  abandoned  the  lands  upon  which  these  canals  were  built  as  public 
highways,  we  think  it  entirely  clear  that  Congress  could  not  have  intended  to  tie  the 
State  down  to  a  particular  method  of  using  them  when  subseouent  experience  has 
pointed  out  a  much  more  practicable  method  which  has  supplanted  nearly  all  the 
canals  then  in  use. 

** There  was  no  undertaking  to  keep  up  the  canals  for  all  time,  and  we  think  the 
proper  construction  of  the  proviso  is  that  the  Government  should  be  entitled  to  the 
free  use  of  tlie  canals  so  long  aa  they  were  maintained  as  public  highways,  and  that 
the  act  of  1894  leading  these  lands  to  the  defendant  for  analogous  purpost,  it  ia  qo 
violence  to  the  contract  clause  of  the  constitution." 
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Oar  own  court,  in  the  cam  of  Borke  v,  Snively  (208  111.,  358),  discnsses  this  ques- 
tion ot  contract  with  the  United  States,  but  does  not  decide  it  This  same  court 
holds  that  ''the  canal  has  practically  fallen  into  disuse  for  any  of  the  purposes  of 
transportation  of  either  persons  or  property,  and  has  been  perverted  to  mere  com- 
mercial purposes  of  supplying  water  power  to  those  along  its  banks  and  selling 
privileges  to  cut  ice  from  its  pools.    It  w  no  longer  a  highway  of  commerce." 

So  that  the  question  of  abaindonment  as  a  highway  of  commerce  seems  practically 
to  have  been  disposed  of  as  matters  stand  at  present  The  conveyance  of  the  canal 
right  of  way  from  Chicago  to  Joliet  would  not  be  an  abandonment  but  really  a  sub- 
Btitating  of  another  highway  of  commerce  in  lieu  thereof. 
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POST-OFFICE  DEPABTMENT,  OFFICE  OF  THE  POSTMASTEB- 
GENEBAL. 

SALARIES   OF   INSPECTORS. 

The  CHAiR3rAN  (Mr.  Overstreet).  Mr.  Vickery,  I  believe  you 
make  no  recommendation  for  any  changes  as  to  amounts  of  appropri- 
ation. 

Mr.  Vickery.  Except  in  the  clerk  hire  at  the  division  headquarters. 

The  Chairman.  You  ask  for  $5,000  additional  there  and  $2,000 
additional  for  incidentals.  I  would  like,  however,  if  you  have  the 
data,  to  have  you  advise  the  committee  of  the  number  of  post-office 
inspectors  who  are  now  employed  in  the  various  grades  that  are 
authorized  by  the  statute,  'i  ou  will  note  on  page  3  of  the  skeleton 
bill  a  table  bearing  this  information,  which  was  secured,  I  think,  by 
correspondence  with  yourself  the  latter  part  of  November. 

Mr.  Vickery.  The  number  now  employed  is  practically  the  entire 
number  provided  for. 

The  (Jhairman.  Is  it  practically  the  same  as  appears  in  the  table 
in  the  skeleton  bill  on  page  3  ?  The  total  number  authorized  is  377, 
and  on  November  15,  1900,  there  were  309  employed.  The  only  class 
in  which  there  are  any  vacancies  was,  I  believe,  the  class  of  the  $1,200 
grade. 

Mr.  Vickery.  We  endeavor  to  promote  to  fill  those  vacancies  as 
they  occur. 

The  Chairman.  Are  there  s-till  vacancies  in  the  $1,200  class? 

Mr.  Vickery.  Yes;  we  have  filled  those  in  the  meantime,  and 
have  pending  now  appointments  to  fill  new  vacancies  up  to  the  full 
amount.  There  may  probably  be  five  or  six  places  in  the  $1,200 
grade  now  vacant.  That,  of  course,  is  where  we  make  our  appoint- 
ments and  where  the  changes  are  shown  by  resignation  and  removal. 

The  Chairman.  What  proportion  of  the  force,  or  about  how  many, 
are  employed  in  connection  with  the  inspection  of  accounts  in  post- 
offices,  or  what  is  known  as  the  examination  of  postmasters'  accounts. 

Mr.  Vickery.  Do  you  mean  the  regular  work  of  the  old  inspectors? 

The  Chairman.  Ves,  sir. 

Mr.  Vickery.  I  should  say  that  of  the  entire  number  perhaps 
140  or  145  arfe  on  the  rural  service  and  the  remainder  in  the  regular 
inspection  service. 

3 


4  POST-OFFICE   APPROPRIATION    BILL. 

The  Chairman.  That  is  true,  but  a  part  of  those  in  the  regular 
inspection  work  are  on  depredation  work  and  violations  of  law,  are 
they  not? 

Mr.  ViCKERY.  We  shift  them  into  everything;  a  man  who  works 
on  accounts  also  works  on  depredations. 

The  Chairman.  About  how^  many  inspectors  are  usually  employed 
exclusively  in  the  inspection  of  accounts  or  examination  of  post- 
mastere'  accounts. 

Mr.  ViCKERY.  I  could  not  tell  that  because  the  inspector  takes 
charge  of  a  territory  or  district,  and  every  kind  of  post-office  work 
in  the  counties  included  in  his  territory  is  sent  to  him. 

The  Chairman.  Can  you  give  even  an  approximate  estimate  of 
the  number  of  inspectors  engaged  in  the  examination  of  the  accounts 
of  postmasters  of  the  first  class  ? 

Mn  ViCKERY.  They  are  not  so  divided,  Mr.  Chairman. 

The  Chairman.  Haven't  you,  from  your  experience  in  the  super- 
vision of  the  work,  some  kinS  of  a  guess  as  to  how  many  there  are  ? 

Mr.  ViCKERY.  I  could  not  guess*-  because,  as  I  say,  we  give  a  certain 
number  of  counties  to  an  inspector.  Every  kind  of  work  originating 
in  those  counties  goes  to  that  inspector — tne  inspection  or  the  audit- 
ing of  the  offices,  any  investigations  of  violations  of  law,  the  appre- 
hension of  any  thieves  in  the  service — every  one  of  the  cases  that 
occurs  in  those  counties  goes  to  the  inspector  who  has  charge  of  them. 

The  Chairman.  Do  you  mean  that  you  do  not  examine  the  accounts 
of  postmasters  of  the  first  class  excepting  upon  request  of  the  First 
Assistant  Postmaster-General  ? 

Mr.  ViCKERY.  P2very  money-order  office  has  a  case  made  up  for 
investigation  for  the  counting  up  of  the  office  every  year,  and  an 
inspector*  visits  a  money-order  office  for  the  purpose  of  counting  it  up 
practically  once  a  year. 

The  Chairman.  Does  he  do  that  exclusively  upon  your  direction, 
or  upon  the  request  of  the  First  Assistant  Postmaster-Gteneral  ? 

Mr.  ViCKERY.  Those  cases  are  made  up  by  the  chief  inspector.  The 
First  Assistant  Postmaster-General  frequently  asks  for  a  special  in- 
vestigation of  an  office,  and  frequently  for  an  mvestigation  of  charges 
against  the  postmaster,  but  that  is  in  addition  to  the  regular  annual 
inspection  that  we  attempt  to  make  of  every  money-order  office. 

The  Chairman.  Then  you  have  no  estimate  to  make  upon  the 
number  employed  exclusively  in  the  examination  of  accounts  of  post- 
masters of  the  first  class  ? 

Mr.  ViCKERY.  There  are  none  that  are  so  employed  exclusively. 

The  Chairman.  Well,  I  mean  as  to  what  number  would  be  neces- 
sary ? 

Mr.  ViCKERY.  No;  there  is  no  way  to  do  that. 

The  Chairman.  If  an  arrangement  should  be  made  for  a  different 
method  of  auditing  the  accounts  of  postmasters  of  the  first  class,  you 
are  unable  to  state  to  what  extent  your  service  would  be  relieved 
from  that  service  ? 

Mr.  ViCKERY.  No;  there  is  no  way  to  estimate  that. 

The  Chairman.  I  would  be  glad  if  you,  in  a  general  brief  state- 
ment, w  ould  explain  the  success  or  failure  of  the  merger  in  the  service 
of  the  rural  agents  and  the  post-office  inspection  service  which  was 
authorized  by  the  current  appropriation  bill. 

Mr.  ViCKERY.  I  believe  that  from  one  point  of  view  the  Fourth 
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Assistant  Postmaster-General  could  tell  better  than  I,  but  I  know 
this,  that  since  the  merger  the  rural  agents  have  been  doing  as  much 
of  the  work  as  possible;  there  has'been  no  complaint  about  the  rural 
work,  and  I  believe  it  has  been  done  fully  to  the  satisfaction  of  the 
Fourth  Assistant.  I  know  that  the  methods  of  work  have  been 
improved  by  the  requirement  of  more  strict  accountability  for  the 
cases  handled — that  is,  we  have  held  the  former  rural  agents  down  to 
a  stricter  accounting  in  their  pay  accounts  and  to  greater  promptness 
in  their  work. 

The  Chairman.  WTiat  is  the  practice  as  to  the  examination,  either 
for  installation  or  inspection,  of  the  rural  routes?  Is  that  given  over 
exclusively  to  those  who  originally  served  as  rural  agents? 

Mr.  ViCKERY.  Absolutely,  with  the  exception,  as  1  think  I  told 
you  last  vear,  that  in  the  Denver  division  there  has  not  been  enough 
work  to  keep  one  man  busy,  so  that  the  old  line  inspector  there  for 
some  time  past  has  done  what  rural  work  was  to  be  done.  I  am  sat- 
isfied the  order  given  to  have  all  rural  work  done  by  former  rural 
agents  has  been  lived  up  to. 

The  Chairman.  Do  these  men  who  were  formerly  rural  agents 
and  who  have  been  transferred  to  the  inspection  service  do  any  work 
that  was  formerly  performed  exclusively  by  post-office  inspectors? 

Mr.  ViCKERY.  They  have  begun  recently  to  do  some  of  it. 

The  Chairman.  \Vhat  class  f 

Mr.  ViCKERY.  Thev  will  take  up,  and  are  beginning  to  take  up, 
the  inspection  of  smaller  money-order  offices  and  also  the  depredations 
on  rural  boxes  and  charges  against  rural  carriers,  as  well  as  com- 
plaints about  improper  rural  service  that  used  to  be  handled  by  the 
inspector. 

The  Chairman.  You  have  asked  for  an  increase  in  the  compen- 
sation of  clerks  and  laborers;  that  is,  vou  have  asked  for  an  increase , 
from  $95,000,  the  present  appropriatfon,  to  $100,000.     What  is  the- 
purpose  of  that  increase,  additional  clerks  or  increase  of  salaries  to 
present  clerks  ? 

Mr.  ViCKERY.  The  present  force,  the  force  that  I  reported  to  the 
clerk  of  the  committee  some  months  ago,  has  had  to  be  increased  by 
one  clerk  since.  Our  present  roster  of  salaries  would  require  the 
peyment  every  year  of  $0(>,C>20;  $05,000  is  appropriated.  By  reason 
of  having  held  vacancies  pending  certification  of  new  clerks  we  shall 
have  enough  to  Vun  us  through  this  year,  but  the  present  clerical 
force,  with  the  increase  of  work  being  done,  requires  $96,620,  as 
against  $95,000  appropriated. 

The  Chairman.  In  the  merger  of  the  rural  agents  and  the  head- 
quarters of  the  rural  division  with  the  post-office  inspection  service 
there  were  a  number  of  clerks  also  transferred,  were  there  not  ? 

Mr.  ViCKERY.  Yes,  sir. 

The  Chairman.  Were  they  distributed  to  the  various  inspection 
headquarters? 

Mr.  ViCKERY.  They  were.  We  had  to  reduce  some.  The  appro- 
priation was  $109,000,  and  it  was  reduced  to  $95,000. 

The  Chairman.  Some  clerks  were  dropped  ? 

Mr.  ViCKERY.  Absolutely,  and  some  were  transferred  into  the  de- 
partment. 

The  Chairman.  By  the  merger  were  you  not  able  to  effect  some 
economies  in  the  clerical  work  at  headquarters? 
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Mr.  ViCKERY.  We  have,  in  other  words,  done  with  $95,000  this  year 
what  required  $109,000  appropriated  the  year  before. 

The  Chairman.  There  are  15  division  headquarters  of  inspection 
service  ? 

Mr.  ViCKERY.  Yes. 

The  Chairman.  Under  date  of  November  17,  1906,  in  answer  to  a 
personal  inquiry  of  my  own,  you  sent  me  this  table,  which  shows  the 
distribution  of  these  clerks.  Is  there  any  material  change  in  this 
distribution  now  from  what  was  in  eflFect  from  the  middle  of  Novem- 
ber last  ? 

Mr.  ViCKERY.  I  think  the  only  material  change  is  the  addition  of 
one  $900  clerk  at  Chattanooga,  Tenn.,  by  reason  of  the  increase  in 
rural  work. 

The  Chairman.  For  the  purpose  of  the  record  I  will  insert  this 
table,  which  gives  the  names  of  the  division  headquarters  and  the 
clerks  of  the  various  grades  employed  in  the  middle  of  last  November. 

Following  is  the  table : 

Post-Office  Depabtment, 

Office  of  Chief  Inspector, 

Wdshington,  November  17,  1906. 

Clerks  at  division  headquarters. 


Bo8ton,  Mass 

Chattanooga,  Tenn . 

ChicaRO,  111 

Cincinnati.  Ohio.... 

Denver,  Colo 

Kansas  City,  Mo 

New  Orleans,  La 

New  York,  N.Y 

Philadelphia,  Pa 

St.  Louis,  Mo 

St.  Paul,  Minn 

San  Francisco,  Cal . . 

San  Juan,  P.  R 

Spokane,  Wa.sh 

Washington,  D.C.... 


Total. 


$1,600.  1  $1,400. 

$1,200. 

1 
2 

4 

i' 



2 

2 
3 
5 
2 
2 

$1,100. 

$1,000. 
3 

$900. 

$660. 

Total. 

, 

5 

1 
1 
2 

2 

i* 

i" 

1 

6 

1 
1 

1 
1 

9 

7 
2 

1  1     1 

1 
2 

i' 

2 

1 
1 
1 

& 
5 

7 
6 
7 
4 
4 
1 
3 

1  1     1 

1 
1 

1 
1 

I   1 

2 

1 

2 

1 

2 

15 

9 

26 

8 

13 

5 

2      78 

d: 


The  Chairman.  You  ask  for  an  additional  $2,000,  as  appearing  on 
a^e  4  of  the  skeleton  bill,  for  necessary  miscellaneous  expenses  at 
ivision  headquarters.  It  is  now  $G,000.  What  is  the  purpose  of 
that? 

Mr.  ViCKERY.  I  think,  Mr.  Chairman,  that  I  shall  ask  you  to  cut 
that  $2,000  out.  We  have  the  experience  of  six  months  now,  and  I 
find  the  present  appropriation  will  be  enough.  This  is  the  first  time 
that  that  item  has  been  segregated,  and  we  did  not  know  how  it  could 
be  handled. 

The  Chairman.  Have  you  found  from  the  experience  under  this 
merger  of  the  rural  and  post-office  inspection  service  that  you  will 
probably  be  able  to  efficiently  perform  both  services  even  with  fewer 
men  than  you  now  have  by  reason  of  the  gradual  conclusion  of  the 
major  portion  of  the  rural  work? 

Mr.  ViCKERY.  That  is  rather  a  hope  than  a  certain  fact  so  far, 
because  we  are  depending  upon  the  Fourth  Assistant  for  the  amount 
of  rural  investigation.     I  have  been  informed  that  they  are  going  to 
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ask  for  an  annual  inspection  of  every  rural  route.  If  they  do  that  I 
am  sure  that  we  shall  be  kept  more  than  busy,  because  that  never  has 
been  undertaken  before.  I  personally  doubt  the  desirability  of  any- 
thing of  that  kind. 

For  another  year,  however,  we  shall  be  busy  with  the  inspections 
they  are  ordering  of  rural  routes  before  we  get  them  into  line  as  they 
should  be,  but  it  does  not  seem  to  me  that  there  will  be  any  necessity, 
after  we  get  the  service  reasonably  established  jtnd  inspected  the  first 
time,  to  make  any  inspection  of  the  rural  routes,  because  they  will 
stay  as  placed,  the  changes  will  be  minor  and  few,  and  the  rural  work 
in  that  way  ought  to  be  materially  lightened. 

Mr.  Sperry.  How  much  increase  is  this  over  last  year,  if  any? 

The  Chairman.  Only  $5,000  on  the  total  appropriation  for  the 
post-office  inspection  service. 

Mr.  Stafford.  Were  there  any  promotions  in  the  salaries  of  clerks 
at  the  various  division  headquarters  during  the  past  year? 

Mr.  ViCKERT.  Yes ;  there  have  been  some. 

Mr.  Stafford.  How  general  have  those  promotions  been  ? 

Mr.  ViCKERY.  I  could  not  tell  that  because  I  have  not  kept  those 
figures  as  the  vacancies  have  occurred.  We  did  not  make  any  for 
some  time,  but  reductions  rather,  during  the  first  part  of  the  year; 
but  there  have  been  several  promotions  from  $1,400  to  $1,G00  during 
the  year.  You  have  the  figures  of  the  previous  year  and  can  make 
the  comparison  perhaps  more  directly  than  !•  could. 

Mr.  Stafford.  We  only  have  the  figures  of  those  clerks  who  are 
assigned  to  the  division  headquarters  of  the  rural  mail  service,  but 
under  the  bill  of  190G  there  was  no  segregation  of  clerks  as  to  those 
assigned  to  inspectors'  headquarters.  Would  there  be  any  criticism 
as  to  segregating  clerks  required  at  the  various  division  headquarters 
according  to  the  salaries  received  ? 

Mr.  VICKERY.  T  think  not,  excepting  in  this  one  respect,  Mr. 
Stafford ;  if  you  have  a  segregation  of  clerks'  salaries,  to  take  care  of 
the  work  properly  would  perhaps  involve  a  little  bit  larger  appro- 
priation; for  instance,  just  as  I  said,  we  are  able  from  a  lump  sum  to 
employ  extra  clerks  to  make  up  for  vacancies  and  absences,  and  that 
kind  of  thing,  by  using  the  accumulated  surplus.  We  ought  to  have 
a  larger  amount  appropriated  if  you  segregate. 

Mr.  Stafford.  Can  you  state  the  amounts  that  will  be  expended 
during  the  present  year  out  of  the  item  found  on  page  3  of  the  skele- 
ton bill,  for  per  diem  allowance  of  inspectors  in  the  field  while  travel- 
ing on  official  business,  etc. 

Mr.  ViCKERY.  That  is  a  matter  that  nobody  can  state  in  advance 
because  it  is  all  contingent  on  the  amount  of  travel. 

Mr.  Stafford.  Can  you  estimate  how  much  of  the  $350,000  appro- 
priated in  the  last  bill  would  be  used  during  the  current  fiscal  year? 

Mr.  ViCKERY.  No,  that  would  be  impossible  to  estimate.  It 
will  be  a  guess  only,  because  the  number  of  inspectors  who  happen 
to  be  absent,  or  the  number  of  vacancies  caused  by  sickness  or  leaves, 
all  goes  into  that,  and  it  is  impossible  to  estimate  it  in  advance. 

Mr.  Stafford.  Last  year  an  estimate  was  furnished  as  to  the 
amount  which  was  to  be  used  out  of  this  item.  What  is  the  reason 
that  can  not  be  furnished  this  year? 

Mr.  ViCKERY.  I  do  not  see  how  it  could  have  been  sent  as  an  esti- 
mate. 
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Mr.  Stafford.  Yes,  giving  the  amount  of  money  expended  for  the 
first  six  months  of  the  fiscal  year  and  using  that  as  a  basis  for  the 
amount  that  will  be  expended  for  the  ensuing  six  months. 

Mr.  VicKERY.  I  thiuK,  possibly,  I  can  give  you  the  same  figures  as 
iin  estimate  on  that.  I  have  here  a  table  showing  from  July  to 
October  31  the  amount  expended  for  per  diem,  whidi  was  $108,824. 

Mr.  Stafford.  Can  you  give  us  any  estimate  as  to  the  amount  that 
will  be  expended  of  the  item  found  on  pa^e  4  of  the  skeleton  bill  for 
traveling  expenses  of*  those  inspectors  without  per  diem,  for  which 
an  appropriation  of  $70,000  was  made  last  year? 

Mr.  ViCKERv.  From  July  1  to  October  31  the  expenditure  from 
that  amount  was  $16,427.  Of  course,  there  are  some  minor  items 
that  will  increase  it  somewhat, 

Mr.  Griggs.  Then,  approximately,  $60,000  would  be  enough  for 
that? 

Mr.  VicKERY.  On  that  basis.  But  there  is  this  to  remember :  The 
spring  months — April,  May,  and  June — are  the  months  in  which 
there  is  more  dri^^ng  done  man  any  other  part  of  the  year — ^that  is, 
more  than  in  the  fall;  and  that  will  increase  the  expenditure  during 
that  part  of  that  year  from  this  fund  considerably,  and  there  is,  per- 
haps, more  time  lost  in  vacations,  so  that  there  is  less  of  the  per  diem 
used  during  July,  August,  and  September.  The  inspectors  take  their 
leaves  of  absence  largely  in  July,  August,  and  September. 

May  I  make  one  statoiuent  on  that  point  that  a  question  has  led  up 
to  here^  The  chairman  suggested  that  I  ^»h()uld  consult  with  the 
rural  people  in  regard  to  this,  and  since  1  have  done  so  I  am  more 
than  ever  convinced  that  there  is  a  good  deal  of  wisdom  in  the  sugges- 
tion. Heretofore  rural  agents  have  been  required  to  make  inspection 
of  rural  routes  while  riding  with  the  carriers.  AMien  the  inspector 
is  riding  with  the  carrier  the  carrier  has  it  in  his  power  not  only  to 
spruce  up  and  put  on  a  better  appearance,  live  up  to  the  rules,  and  con- 
vince the  man  riding  with  him  that  he  is  all  right  in  every  way.  but 
also  is  able  t/)  steer  him  away  from  the  ugly  points  in  connection  with 
the  service.  The  chairman  suggested  that  while  the  riding  with  the 
carrier  might  result  in  economy  of  expenditure  for  livery  hire,  that 
there  were  two  other  points  in  which  we  lost  absolutely  by  that 
method. 

One  wa>  th*'  element  of  time,  as  the  ins|)ector  would  be  able  to 
ride  over  hut  one  route  a  day  with  the  carrier,  when  frequently  by 
starting  earlier  lie  could  handle  two  routes  a  day;  and  while  we  would 
pay  more  foi*  livery,  still  Ave  would  save  in  the  item  of  salary.  The 
other  was  tliat  tlie  inspector  would  frecjuently  find  the  absolute  condi- 
tions along  tlie  route,  and  get  complaints,  and  the  chance  to  rectify 
the  service,  whicli  might  not  be  secured  or  called  to  his  attention  if  he 
were  riding  with  the  carrier. 

The  CiiAiiiMAX.  Is  it  not  true  that  oftentimes  the  inspector  arrives 
at  a  place  after  the  carrier  lias  gone,  and  is  obliged  to  lay  over  until 
the  next  day  ? 

Mr.  VicKFRV.  Yes:  and  practically  lose  a  day  frequently  under 
those  circumstances.  All  our  estimates  have  heretofore  been  made  on 
the  theory  that  the  service  should  be  conducted  in  that  way.  and  Mr. 
Spilman  nf)w  ui-ges  that  the  usual  inspection  ought  to  be  with  the 
carrier.     He  in-i>ts  that  there  are  certain  point^s  that  the  carriers  do 
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not  cover  because  of  lack  of  knowledge,  and  that  the  inspector  riding 
with  him  wdll  be  able  to  straighten  those  things  out;  but  it  does 
seem  to  me  that  with  the  experience  the  rural  inspector  has  he  ought 
to  be  able  to  gain  the  information  without  having  to  drive  all  day 
with  the  carrier. 

Mr.  FiNLEY.  Would  it  not  be  difficult  to  investigate  the  carrier 
when  the  inspector  is  riding  with  him  ? 

Mr.  ViCKERY.  I  think  so. 

Mr.  FiNLEY.  It  would  be  practically  impossible;  I  know  of  an 
instance  where  it  has  been  found  to  be  impossible. 

Mr.  ViCKERY.  Any  patron  on  the  route  who  has  a  complaint  to 
make  against  the  carrier  is  slow  to  make  it  if  the  carrier  is  right  with 
the  inspector. 

The  Chairman.  Then  you  think  it  would  be  economy  to  increase 
the  appropriation  for  livery  hire,  and  that  you  would  l)e  enabled  to 
make  better  time  in  the  inspection  if  that  was  the  case? 

Mr.  ViCKERY.  I  do ;  most  assuredly. 

Mr.  FiNLEY.  And  a  more  efficient  inspection. 

Mr.  ViCKERY.  A  more  efficient  one. 

Mr.  Lloyd.  Isn't  it  true  that  the  carrier  frequently  is  not  nrepared 
with  a  suitable  conveyance  to  carry  the  inspector,  especially  when 
there  are  bad  roads? 

Mr.  ViCKERY.  That  is  often  true;  and  thei'e  has  been  a  kind-  of 
elastic  provision  in  the  old  organization  by  which  in  such  cases 
liver3-  might  be  hired  and  the  carrier  ride  witli  the  inspector  instead 
of  the  inspector  with  the  carrier. 

The  Chairman.  Have  you  any  estimates  as  to  wliat  additional 
f^ppropriation  would  be  necessary  to  cover  that? 

Mr.  ViCKERY.  I  have  been  unable  to  make  that;  and  the  fact  that 
the  estimates  have  gone  in  without  that  being  in  mind  I  have  not 
been  able  to  get  anything  to  go  on. 

The  Chairman.  Do  you  suppose  that  the  Fourth  Assistant  would 
have  sufficient  data  to  make  an  e^tiiTlate  upon  that? 

Mr.  ViCKERY.  I  doubt  that  very  much. 

The  Chairman.  How  is  it  to  be  arrived  at  then  ? 

Mr.  ViCKERY,  I  would  suggest  that  it  can  not  be  arrived  at  now, 
and  the  only  thing  is  a  little  increase  tliat  will  allow  us  to  make  the 
experiment. 

Mr.  FiNTiEY.  If  yQU  slu)uld  calculate  the  number  of  inspections  of 
rural  routes  made  during  the  year,  that  would  alford  you  a  basis  for 
nn  estimate,  would  it  not  ? 

Mr.  ViCKERY.  Yes;  but  some  of  those  have  been  made  with  livery 
heretofore,  because  where  they  reorganize  county  service  they  drive 
with  livery. 

Mr.  Stafford.  Reverting  to  the  question  of  economy  in  the  service 
as  the  result  of  the  merger  of  the  inspection  division  with  the  rural 
division  headquarters,  I  would  like  to  ask  whetlier  there  have  been 
any  economies  in  the  service  l)y  reason  of  such  mer«:er,  and  direct 
your  attention  to  your  sucfgestion  of  last  year  that  ii  these  division 
headquarters  were  merged  it  would  permit  perhaps  the  assignment 
of  drafting  work  in  one  central  office. 

Mr.  ViCKERY.  That  drafting  work  now  is  all  taken  from  the  divi- 
sion headquarters  and  handleaby  the  Fourth  Assistant  as  part  of  the 
office  work;  and  the  maps  are  all  made,  as  they  should  be,  here  in 
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Washington  instead  of  being  scattered  around  through  the  different 
division  headquarters. 

Mr.  Snapp.  Have  Ruy  vacancies  occurred  in  this  inspection  force 
since  the  1st  of  July  ? 
Mr.  ViCKERY.  Yes,  sir. 

Mr.  Snapp.  Can  you  tell  the  committee  in  what  grades  they  have 
occurred,  what  the  causes  have  been,  and  the  number  m  each  grade? 

Mr.  VicKERY.  I  am  not  prepared  to  do  that.  I  can  gather  it  up. 
There  have  been  several  removals — some  in  the  higher  gardes — ^and 
there  have  been  a  number  of  resignations. 

Mr.  Snap?.  Mr.  Chairman,  I  would  like  to  have  him  furnish  to 
the  committee,  so  that  it  can  go  into  the  record,  a  table  showing  the 
vacancies  that  have  occurred  m  each  grade  of  the  inspection  service 
and  the  cause,  whetlier  by  removal  or  resignation,  and  also  in  what 
way  each  vacancy  has  been  filled,  if  at  all. 
Mr.  ViCKERY.  You  do  not  want  the  names? 
Mr.  Snapp.  No,  not  the  name?. 
The  CiLMRMAN.  That  is  for  the  last  six  months? 
Mr.  Snapp.  For  the  current  year. 

The  Chairman.  You  can  furnish  it  by  letter  so  that  it  can  be  in- 
serted in  the  record. 

Post-Office  Depabtment. 

Office  of  Chief  Inspector, 

Washington,  January  10,  1901. 
Sir:  Complying  with  rcKiuest  mndo  on  the  8th  Instant  at  tlie  hearings  l)efore 
your  committee,   I   inclose  sheet  showing  the  separations  from  the  corps  of 
post-office  inspectors  since  the  beginning  of  the  current  fiscal  year  and  the 
manner  of  separation. 

Very  respectfully,  W.  J.  Vickeby, 

Chief  Inspector, 
Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 

Scparutifyns  front  the  corps  of  post-office  im^pcctorfi  since  July  1,  1906. 


'  Number  I  Vacancies  occurring  ednce 

incur-    I  July  1,1906. 

Grade.  rent  ap-       -  1~     ~     ~i > 

I  ^Zn.''"   **1ion"*"  Removal.!   Death.      Total. 


$8,000 1  15  I  0  0  0  0 

12,400 '  10  0  I  0  0  1             0 

«2.250 16  I  1  0  0,  1 

$2,000 '  15,  1  0  0  1 

$1,800 1  10  1  2  0  0  2 

$1,600 130  I  n,  2  1  * 

$1,400 no' 

$1,200 1  72  , 


0 

0 

0  1 

0 

1 ' 

0 

1 

0 

2 

0 

5 

2 

6  ' 

0 

6 

0 

21 

1 

2 

Total ' 21  2  4  27 


Of  the  21  resignations  noted,  eight  (4  at  .151,400  and  4  at  $1,200)  were  on 
account  of  such  irregularities  of  inefficiency  as  to  render  separation  from  the 
service  desirable,  but  not  sufficient  to  demand  absolute  removal. 

There  are  now  pending  the  cases  of  three  inspectors  (2  at  $1,600  and  1  at 
$1,4(K))  in  which  removal  is  under  consideration. 

Vacancies  above  the  grade  of  $1,200  have  been  filled  by  promotion  as  they  have 
occurred,  and  since  July  1,  10(X),  23  appointments  have  been  made  in  the  $1,200 
grade. 

Some  of  these  separations  have  been  of  (pilte  recent  date,  but  apix)intments  to 
fill  the  vacancies  will  be  made  within  a  few  daj'S,  appointees  having  been 
selected. 
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Mr.  Snapp.  In  fillinff  those  vacancies,  has  it  been  customary  always 
to  promote  one  from  the  next  lowest  grade  ? 

Mr.  ViCKERY.  Yes. 

Mr.  Snapp.  In  doing  that  do  you  take  into  account  at  all  the  length 
of  service  of  the  man  promoted  in  the  lower  grade? 

Mr.  ViCKERY.  Yes;  we  take  into  account  the  length  of  service  and 
efficiency  both.  A  man  who  has  been  a  long  time  in  the  service  who 
is  not  efficient  is  frequently  passed  over  for  a  man  who  has  been  a 
shorter  time  and  has  been  more  efficient  in  the  service. 

Mr.  Snapp.  Will  you  not  also,  in  the  table,  indicate  the  length  of 
service  of  the  different  inspectors  in  the  $1,200  grade? 

Mr.  ViCKERY.  Yes,  sir. 

The  Chairman.  Those  who  are  there  now,  and  how  long  they  have 
been  there. 

Mr.  Snapp.  Yes;  those  who  are  there  now,  how  long  they  have 
been  there,  by  number  and  not  by  name. 

Mr.  ViCKERY.  That  would  be  different  for  each  individual. 

The  Chairman.  That  would  simply  be  an  examination  of  the  dates 
of  the  original  appointment  of  the  men  who  are  now  in  that  grade. 

Mr.  ViCKERY.  Certainly. 

Mr.  Snapp.  Is  it  customary  to  always  promote  a  man  from  a  lower 
grade  in  case  of  a  vacancv  in  a  higher  grade? 

Mr.  ViCKERY.  I  think  t  should  say  so  without  exception. 

Mr.  Snapp.  Even  though  the  inspector  may  be  doing  the  same  work 
in  both  grades  ? 

Mr.  VICKERY.  Although  they  do  the  same  work  in  both  grades. 
We  promote  from  the  entrance  at  $1,200,  and  invariably  the  higher 
grades  are  filled  by  promotions. 

Mr.  Snapp.  So  that  the  principle  followed  by  the  department  is 
of  keeping  their  higher  grades  filled  from  the  lower  grades,  regard- 
less OT  the  fact  that  the  service  they  perform  may  be  the  same,  and 
regardless  also  of  the  length  of  service  of  the  men  in  the  lower  gi'ades. 
Is  that  true  ? 

Mr.  ViCKERY.  Well,  not  entirely  regardless,  Mr.  Snapp.  The  idea 
is  this,  that  a  man  longer  in  the  service,  if  he  is  fit  for  the  service  at 
all,  becomes  more  efficient,  and  therefore  deserves  promotion. 

Mr.  Snapp.  What  I  mean  is  this,  that  you  do  not  take  into  con- 
sideration the  length  of  a  man's  service  so  much  as  his  efficiency  in 
the  service? 

Mr.  ViCKERY.  Well,  it  is  hard  to  explain;  there  is  an  equation. 
For  instance,  when  a  promotion  is  to  be  made,  we  go  down  the  senior- 
ity list,  and  the  chance  is  that  we  may  pass  over  two  or  three  poorer 
men  at  the  top  and  take  a  man  who  is  more  efficient  four  or  five  num- 
bers down.  It  may  be  that  the  man  is  not  one  of  the  very  best  men, 
but  counting  time,  length  of  service,  and  efficiency  altogether,  he 
seems  to  be  more  desirable  than  a  man  who  has  been  in  the  service  a 
shorter  time,  but  perhaps  is  doing  slightly  better  work.  We  try  to 
make  a  comparative  rating  in  that  wav. 

Mr.  Snapp.  In  making  out  this  table,  Mr.  Vickery,  will  you  not 
please  indicate  from  what  lower  grade,  and  to  what  higher  grade, 
each  promotion  is  made ;  in  other  w  ords,  you  say  that  sometimes  you 
skip  a  grade  or  two. 

Mr.  ViCKERY.  Not  a  gi'ade  or  two,  but  a  name  or  two.  We  do  not 
skip  grades. 
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Mr.  Snapp.  I  misunderstood  you. 

Now,  why  does  not  the  Department,  in  the  interest  of  economy,  keep 
some  of  these  vacancies  open  in  the  higher  OTades  where  men  are 
doing  the  same  work  in  the  lower  grades ;  and  why  should  they  al- 
ways treat  the  vacancy  as  a  reason  for  promotion  ? 

Mr.  ViCKERY.  For  this  reason :  If  we  keep  the  lower  grades  filled, 
and  keep  open  vacancies  at  the  top,  we  could  never  get  the  right  kind 
of  recruits  for  the  service.  The  only  hope  of  promotion  comes  from 
reaching  these  higher  grades  eventually;  that  is  the  great  inducement 
to  do  the  work  properlj\  My  own  impression  is,  as  compared  with 
other  branches  of  the  postal  service,  that  our  grade  of  inspectors  with 
per  diem  is  not  well  enough  paid  to  make  our  people  stay  with  us 
rather  than  go  to  other  branches  of  the  postal  service;  to  illustrate, 
for  instance,  one  of  our  rural  superintendents  who  was  with  us  last 
year,  and  was  given  an  $1,800  place,  found  a  $2,000  place  at  $i  per 
diem  in  another  branch  of  the  service ;  and  I  know  all  the  way  down 
to  the  $1,200  grade,  if  the  men  were  to  feel  that  they  were  to  stay 
there  indefinitely,  we  would  not  get  them.  It  is  hard  enough  now  to 
get  competent  men  to  fill  the  places. 

Mr.  Snapp.  Your  citation  of  that  case  simplv  indicates  to  my  mind 
that  there  should  be  some  harmony  in  the  difrerent  branches  of  the 
Post -Office  Department. 

Mr.  VicKERY.  There  is  no  lack  of  harmony ;  the  gentleman  in  this 
case  was  worth  the  higher  salary  absolutely,  and  he  should  have  it, 
and  I  feel  that  with  the  inspectors  we  should  have  at  least  the  higher 
grades  filled  instead  of  keeping  vacancies  there. 

Mr.  Snapp.  I  did  not  understand  what  part  of  this  $5,000  increase 
in  the  appropriation  for  compensation  to  clerks  and  laborers  at  divi- 
sion headquarters  is  for  increased  force  and  what  part  is  for  promo- 
tion.    Will  you  not  indicate  that,  if  you  have  not  done  so  already  ? 

Mr.  VicKERY.  I  don't  know  that  t  can  state  that  absolutely. 

Mr.  Snapp.  Is  it  all  intended  for  increase  of  force,  or  is  part  of  it 
for  promotion  or  increase  of  salary  ? 

Mr.  VicKERY.  The  present  roster,  to  keep  the  force  just  exactly  as 
it  is,  without  a  single  promotion  of  any  kind,  will  cost  $96,620  an 
increase  of  $1,620  over  the  present  appropriation. 

Mr.  Snapp.  In  what  way  did  you  increase  that  $1,620? 

Mr.  Vi(  KERY.  That  is  the  annual  rate.  We  had  vacancies  last  sum- 
mer, and  we  have  had  a  number  of  resioriiations,  and  we  have  had 
trouble  in  filling  vacancies  because  the  Civil  Service  Commission  could 
not  fill  them. 

Mr.  Sperry.  Are  those  resignations  on  account  of  the  salary? 

Mr.  VicKERY.  Some  will  resign  on  account  of  better  opportunities 
outside,  but  I  have  not  exactly  the  number,  though  several  have  gone 
for  that  reason.     We  can  not  keep  them  in  the  lower  grades. 

Mr.  Sperry.  When  you  lose  a  good  man,  whether  on  account  of  the 
salary  or  otherwise,  you  consider  it  a  great  loss  to  the  Department 
and  to  the  public,  do  you  not? 

Mr.  Vickery.  1  rather  think  so. 

Mr.  Sperry.  You  rather  think  so ;  you  know  so,  don't  you  i 

Mr.  Vickery.  I  feel  so;  yes,  sir.*  We  should  have  experienced 
clerks. 

^Ir.  Snapp.  W\j^  do  you  ask  for  an  increase  of  $5,000  in  that  item ; 
what  do  vou  need  it  for? 
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Mr.  ViCKERY.  Part  will  be  needed  on  account  of  the  normal  growth 
of  the  service;  and  if  the  clerks  that  we  now  have  are  to  stay,  we 
should  have  some  little  provision  made  for  promotions. 

Mr.  Snapp.  What  do  you  calculate  on  m  the  way  of  increase  of 
force,  or  increase  in  salary,  or  what  you  call  promotions?  I  would 
like  to  have  you  segi-egate  that  and  tell  us  what  it  is,  what  your 
plans  are. 

The  Chairman.  Let  me  interrupt  you  at  that  point  to  call  atten- 
tion to  a  letter  of  vours,  Mr.  Vickery,  in  answer  to  an  inquiry  from 
my  office  in  NovemWr  last,  in  which  you  ^ave  the  grades  and  number 
proposed  in  this  increase,  and  to  ask  if  there  is  any  modification  from 
the  situation  as  given  on  that  date.  At  that  time  you  suggested  15 
in  the  $1,600  grade,  16  in  the  $1,400  grade,  30  in  the  $1,200  grade, 
16  in  the  $1,000  grade,  and  2  Ln  the  $660  grade,  the  latter  being  labor- 
ers, I  take  it.  That  would  make  a  total  clerical  force,  with  the  2 
laborers,  of  79,  and  aggregating  an  annual  pay  roll  of  $99,720. 

Mr.  Vickery.  That  is  exactly  what  would  be  satisfactory. 

The  Chairman.  Now,  in  regard  to  the  inquiry  of  Mr.  Snapp  ag:iin. 
How  do  these  segregations  of  the  five  different  classifications  differ 
from  the  existing  law?  That  would  show  what  are  for  promotions 
and  what  for  increases. 

Mr.  Vickery.  From  the  existing  arrangement — I  think  that  letter 
of  mine  will  probably  answer  the  question  propounded  by  Mr. 
Snapp. 

Mr.  Snapp.  I  should  judge  from  this  table  that  this  makes  an 
increase  of  one  in  the  force,  and  the  balance  of  the  amount  is  for 
promotion  ? 

Mr.  Vickery.  Yes. 

Mr.  Snapp.  That  is  just  what  I  wanted  to  find  out. 

The  Chairman.  This  may  be  put  in  the  record  at  this  point.  It  is 
addressed  to  the  clerk  of  the  committee,  who  wrote  the  letter  at  my 
request.  It  is  a  letter  in  answer  to  an  inquiry  directed  by  me  to  be 
made  of  Mr.  Vickery  as  to  whether  or  not  it  would  not  be  better  to 
segregate  the  various  clerks  by  salaries  at  the  division  headquarters 
than  to  make  a  lump-sum  appropriation,  and  his  reply  gives  the  seg- 
regation as  approximately  the  same  as  his  recommendation  of  $100,000 
for  that  force.  If  the  segregation  should  be  made  in  accordance  with 
the  existing  conditions,  tnen  it  would  be  in  accordance  with  the  table 
which  I  inserted  in  the  record  a  while  ago,  based  upon  the  $95,000 
lump-sum  appropriation. 

Following  is  the  letter  referred  to: 

Post-Office  Department, 

Office  of  Chief  Inspector, 

Washington^  November  13,  1906. 
My  Dear  Williams  :  Referring  to  yours  of  the  6th  instant,  I  have  to  say  that 
the  clerks  In  the  field  are  78  in  number,  and  are  classified  as  follows : 


Grade. 


IKumbor.  I    TotAl. 


$1,600 !  15  I  $24,000 

•1.400 9  .  12.600 

•1,200 26  i  31,200 

•1,100 8  8.800 

•l.OOO 13  ,  13,000 


Grade. 


Number. 


$900 

$660 

Total. 


Total. 


$4,500 
1,320 


78  I        95,420 

I 
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You  will  notice  an  excess  of  $420  over  the  $95,000  appropriated  for  the  current 
fiscal  year.  This  becomes  possible  by  the  holding;  oi>en  for  some  time  of  one  or 
two  vacancies.  As  you  are  nware,  the  map-making  force  has  been  ^adually 
turned  over  to  the  Fourth  Assistant  Postmaster-General. 

While  the  list  as  given  is  merely  as  the  force  happens  to  stand,  and  there  has 
been  no  thought  of  permanent  segregation,  it  is,  it  seems  to  me,  reasonably  close 
to  a  proiKjr  arrangement.  If  I  had  my  way  about  it  and  the  force  was  to  be 
permanently  segregated,  I  should  suggest  the  following : 


Grade. 


SI.  600. 
1.400. 
1,200. 
1,000. 


Number.     Total. 

I 


15  I 
1<) 

30 ; 

16  I 

I 


924.000 
22.400 
36,000 
16,000 


Grade. 

Number. 

Total. 

2 

SI.  320 

Total 

79 

99.720 

This  would  eliminate  entirely  the  $1,100  and  $900  grades,  would  increase  the 
present  number  of  clerks  by  one,  and  would  bring  the  total,  $99,720,  within  the 
$100,000  as  asked  for  by  the  Posamaster-General. 

It  is  next  to  impossible  to  get  efficient  clerks  for  our  work  at  $900  per  annum, 
and  I  am  satisfied  that  better  salaries  would  get  a  better  grade  of  clerks,  would 
hold  them  longer  working  hours,  and  would  get  better  results  with  fewer 
employees. 

Hoping  to  see  you  soon,  I  am, 

Yours,  very  truly,  W.  J.  Vickeby, 

Chief  Inspector, 
Mr.  E.  L.  Williams. 

Clerk  Committee  on  the  Post-Oflice  and  Post-Roads,  Indianapolis^  Ind, 

Mr.  Stafford.  In  your  recommendation  as  to  the  number  in  each 
class,  if  a  segregation  should  take  place,  you  would  increase  several 
cla.sses  materially  over  the  number  now  in.  the  service.  You  do  that 
following  the  suggestion  you  made  heretofore  that  it  would  be  neces- 
sary in  case  of  segregation  to  have  a  surplus  number  to  meet  conditions. 

Sir,  VicKERY.  That,  Mr.  Stafford,  is  reduced  to  the  very  lowest 
number  that  can  possibly  do  the  w^ork.  There  are  79  emyloyees  now, 
and  you  would  have  to  add  some  to  that  to  give  any  latitude. 

Mr.  Stafford.  Then  you  would  employ  only  one  additional  clerk 
in  the  ser\ace  by  reason  of  this  increased  appropriation  asked  for? 

Mr.  ViCKERY.  Really  none  in  addition  to  what  we  have  now, 
because  in  the  last  half  of  the  year  we  have  been  compelled  to  take  on 
an  additional  clerk  to  do  the  work,  and  by  reason  of  the  fact  that 
having  a  lump  sum  we  have  money  saved  from  vacancies  that  have 
occurred  to  pay  the  additional  man  needed  until  the  end  of  the  year. 

Mr.  Stafford.  Can  you  give  any  reason  why  you  ask  for  the  pro- 
motion of  seven  men  into  the  $1,400  gi*ade? 

Mr.  ViCKERY.  It  is  simply  to  give  them  the  proper  pay  in  accord- 
ance with  the  grade  of  work  they  are  doing. 

Mr.  Stafford.  Does  that  same  reason  obtain  throughout  as  to  the 
other  promotions  in  the  $1,200  grade,  and  also  the  $1,000  grade? 

Mr.  ViCKERY.  In  the  $1,200  grade  it  is  practically  the  same,  merg- 
ing $1,100  people  with  the  $1,200  people. 

Mr.  Stafford.  Wliat  offices  were  discontinued  by  reason  of  the 
merger  of  the  two  services — ^the  rural  service  witR  the  inspection 
force  ? 

Mr.  ViCKERY.  There  were  six  division  superintendents. 

Mr.  Stafford.  At  what  places  were  the  offices  discontinued  ? 

Mr.  ViCKERY.  At  Indianapolis,  Chicago,  St.  Louis,  Omaha,  Wash- 
ington, and  Nashville. 
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Mr.  Stafford.  In  all  of  those  cities  save  Omaha  and  Nashville 
there  had  been  a  division  for  the  inspection  service  ? 

Mr.  ViCKERY.  No;  from  Indianapolis  the  division  headquarters 
went  to  Cincinnati,  and  at  St.  Louis,  Chicago,  and  Washington  there 
were  former  division  headquarters.  There  was  a  merger  at  some 
places. 

Mr.  Stafford.  The  $(>()0  grade  is  for  the  laborers,  I  suppose. 

Mr.  VicKERY.  Two  laborers  at  different  division  headquarters. 

Mr.  Stafford.  All  the  others  are  clerks? 

Mr.  VicKERY.  Yes. 

The  Chairman.  The  livery-hire  pay  is  met,  is  it  not,  from  the 
$70,000  appropriation  for  traveling  expenses? 

Mr.  ViCKERY.  Yes.  • 

The  Chairman.  Can  you  tell  the  committee  what  amount  was 
expended  for  livery  hire  from  that  appropriation? 

^Ir.  ViCKERY.  I  think  possibly  I  can  for  a  part  of  the  year.  The 
liverv  hire  from  July  to  October  3L — the  entire  livery  of  the  force — 
was  $13,263. 

The  Chairman.  Would  that  be  higher  or  lower  than  the  average 
per  quarter  for  an  entire  year — that  was  more  than  a  quarter,  how- 
ever, was  it  not? 

Mr.  ViCKERY.  That  was  four  months. 

The  Chairman.  Then,  would  that  be  an  average  for  the  entire 
period  of  three  months  ? 

Mr.  ViCKERY.  I  suspect  that  four  months  would  possibly,  on  the 
livery  proposition,  be  nearly  an  average,  because  the  winter  months 
would  probably  be  a  little  less,  while  the  spring  months  are  a  little 
more. 

The  Chairman.  Then  the  total  amount  of  livery  hire  for  the  year 
would  be  approximately  three  times  that,  or  about  $40,000? 

Mr.  ViCKERY.  About  that,  under  the  present  method.  Possibly, 
however,  the  estimate  would  be  a  little  too  low.  Practically  all  the 
inspectors  take  their  annual  furlough  of  twenty  days  each  during 
July,  August,  and  September,  and  this  would  of  course  reduce  all 
expenditure  during  that  time. 

The  Chairman.  If  the  item  for  livery  hire  should  be  segregated 
and  the  amount  for  that  service  taken  from  this  item  of  appropria- 
tion under  the  plan  suggested  a  while  ago  for  the  larger  use  of  the 
liverA'  by  the  inspectors,  what  amount  would  you  recommend  for  that 
particular  service  for  the  next  fiscal  year? 

Mr.  Vk'Kery.  Well,  I  should  think  that  if  the  rural  people  used 
that  for  all  of  their  inspections — that  is,  where  they  are  at  liberty  to 
use  it — it  ought  to  double  the  present  amount  for  livery  hire. 

The  CHAiRMAN.^Then  it  ought  to  be  $80,000. 

Mr.  ViCKERY.  $75,000,  possibly.  That  is  all,  of  course,  more  or  less 
problematical. 

The  Chairman.  Is  the  annual  rate  of  expenditure  for  the  other 
purposes  mentioned  in  this  particular  item — namely,  the  traveling 
expenses  of  inspectors  without  per  diem,  and  of  inspectors-in-charge, 
other  than  livery,  for  purposes  of  this  inspection  of  rural  routes — 
more  than  $30,000 ;  or  is  all  of  this  $70,000  intended  for  livery  hire 
in  the  inspection  of  these  routes?  The  present  appropriation  is 
$70,000  for  traveling  expenses  of  inspectors  without  per  diem  and  of 
inspectors-in-charge,  expenses  incurred  by  inspectors  not  covered  by 
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per  diem  allowunce,  and  traveling  expenses  of  the  chief  post-office 
inspector.  If  you  use  $40,000  for  the  liverv  hire,  it  leaves  $30,000 
for  the  other  purposes.     Is  that  all  consumed  for  the  other  purposes! 

Mr.  Vic'KERY.  Xo ;  I  do  not  think  it  is,  all  of  it. 

The  Chairman.  Supposing  the  committee  should  make  this  par- 
ticular item  $20,000,  and  add  the  words  "other  than  liverv  hire/' 
and  then  make  a  separate  item  of  $60,000  for  livery  hire.  In  your 
judgment  would  that  be  a  better  provision  for  the  expense?  That 
would  give  you  $20,000  for  the  traveling  expenses  of  inspectors 
without  per  diem,  and  of  inspectors  in  charge,  expenses  incurred  by 
inspectors  not  covered  by  per  diem  allow^ance,  and  traveling  expenses 
of  the  chief  post-office  inspector,  other  than  livery  hire,  and  $60,000 
for  livery  hire,  and  it  would  result  in  a  net  increase  of  $10,000. 

Mr.  VicKERY.  That  would  be  an  increase  in  livery  hire  of  50 
per  cent  over  the  estimated  amount  to  be  expended  during  the  current 
year.  I  suspect  that  might  work  out  all  right.  I  imagine  possibly 
$25,000  for  the  other  expenses  might  be  a  little  safer. 

7'he  Chairman.  What  are  those  other  expenses? 

Mr.  ViCKERY.  All  of  the  expenses  outside  of  per  diem. 

The  Chairman.  What  expenses  can  there  be  outside  of  per  diem  i 

Mr.  Vic'KERY.  Telegrams,  telephone  messages,  other  incidentals,  and 
mainly  traveling  expenses  of  city  inspectors,  who  do  not  have  per 
diem  w^hen  detailed  on  special  work  away  from  their  domiciles,  as 
they  are  frequently  when  an  important  investigation  is  under  way. 
All  the  living  expenses  and  sleeping-car  expenses  of  those  men  are 
included  in  this  other  item.  While  $20,000  may  be  enough,  I  think 
$25,000  would  be  safer. 

The  Chairman.  Can  you  furnish  the  committee  within  a  few 
days  the  information  as  to  what  amount  was  actually  spent  of  thi?^ 
sum  for  liver}'^  hire,  and  what  amount  for  other  than  livery  hire? 

Mr.  VicKERY.  I  think  likely  I  can.  Of  course  we  have  not  been 
able  to  wind  up  the  first  six  months,  but  in  a  few  days  we  ought  to 
be  able  to  approximate  it. 

The  Chairman.  You  can  for  the  first  quarter? 

Mr.  ViCKERY.  Oh,  yes. 

The  Chairman.'  The  first  quarter  w^ould  ffive  the  relative  propor- 
tion. I  suggest  you  advise  the  committee  by  letter  relative  to  the 
expenditures  for  the  first  quarter  of  the  fiscal  year,  separating  the 
livery  hire  account  from  the  other,  and  stating  in  your  letter  the 
general  character  of  those  other  ex])enses. 

Post-Office  Department, 
Office  of  Chief  Inspector, 

Washington,  January  10,  1907. 

Sir:  Complying  with  rtniiiost  uiiule  on  tlie  8th  instant  at  the  hearings  before 
your  ooinmitteo,  I  liavo  to  nay  that  the  exponditnres  for  livery  from  the  appro- 
priation for  post-ottice  insjiectors  for  tlic  five  mouths  of  the  current  fiscal  year 
ende<l  November  'M)  were  $l(>,709.r»7.  During  tlie  same  i>eriod  the  exi)endltures 
for  other  items,  telejirrams  and  telephone  service  in  the  field,  street-car  fare, 
maintenance  and  Pullman  fares  of  Inspectors  without  per  diem,  etc.,  were 
$4,l]0.(n.  The  expenditures  during  these  months  were  necessarily  much  lighter 
from  the  fact  that  during  July,  August,  and  September  practically  all  the  leaves 
of  iil)sence  of  inspectors  are  taken,  and  a  smaller  number  of  inspectors  are  on 
duty  then  than  at  any  other  time  in  the  year. 

It  is  also  a  fact  that,  as  a  rule,  there  Is  less  of  Important  work  on  hand 
during  July  and  August,  and  there  is  no  such  necessity  for  travel  expenses 
of  Inspectors  who  have  no  per  diem.  The  expenditures  for  the  month  of 
December  can  not  be  determined  yet,  as  only  152  accounts  have  been  passed 
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upon,  the  total  number  of  inspectors  appropriated  for  being  377.  The  expendi- 
tures other  than  for  livery  allowed  these  152  inspectors  for  the  month  of 
December  were  $943.76.  It  is  likely  that,  the  total  expenditures,  excluding 
livery,  for  the  month  of  December  will  amount  to  $1,500,  and  that  the 
Important  investigations  now  pending  or  in  progress  the  next  few  months  will 
show  a  material  increase  in  the  expenditures  over  those  for  the  first  five 
months  of  the  current  fiscal  year. 

The  main  items  of  expenditures  chargeable  to  the  $70,000  appropriation 
outside  of  livery  hire  are  for  telegrams  and  telephone  service  in  the  field, 
temporary  maintenance  of  prisoners  whom  inspectors  are  compelled  to  take 
Into  custody,  car  fares  paid  for  such  prisoners,  stationery  and  stamps  used  in 
sending  test  letters  to  secure  evidence  against  dishonest  employees,  expense  of 
securing  transcripts  of  papers  used  in  trial  of  postal  offenders,  and  the  per- 
sonal maintenance,  including  Pullman  fares  of  inspectors  in  charge  and  inspect- 
ors without  per  diem,  and  traveling  expenses  of  the  chief  inspector. 
Very  respectfully, 

W.  J.  ViCKEBY,  Ohief  Inspector, 

Hon.  Jesse  Ovebstreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 

Mr.  SxAPP.  In  your  letter  of  November  13,  to  Mr.  Williams,  the 
clerk  of  this  committee,  giving  the  number  and  salaries  of  this  force  of 
clerks  you  recommend  segregated,  you  used  this  language : 

This  would  eliminate  entirely  the  $1,100  and  $900  grades,  would  increase  the 
present  number  of  clerks  by  one,  and  would  bring  the  total.  $09,720,  within  the 
$100,000  as  asked  for  by  the  Postmaster-General.  It  is  next  to  imi)ossible  to  get 
eflScient  clerks  for  our  work  at  $900  per  annmn.  and  I  am  satisfied  that  better 
salaries  would  get  a  better  grade  of  clerks,  would  hold  them  longer  working 
hours,  and  would  get  better  results  with  fewer  employees. 

Now,  if  that  is  the  case,  whv  did  you  ask  for  79  clerks,  the  present 
force  being  78,  if  you  thought,  as  you  said  here,  that  this  change 
would  get  Detter  results  with  fewer  employees  i 

Mr.  ViCKERY.  Fewer,  comparatively,  Mr.  Snapp,  only ;  not  fewer 
than  the  present  number.  Right  now  we  have  79  at  work,  but  we  had 
a  larger  number  than  that  when  the  force  was  merged.  Rather  than 
have  the  increase  in  number  in  proportion  to  the  increase  of  the  work, 
if  we  had  the  force  organized  on  that  basis  we  would  have,  I  am 
satisfied,  the  kind  of  men  who  would  go  back  at  night  if  necessary 
and  would  by  greater  energy  and  efficiency  keep  up  the  work.  ^ 

Mr.  Snapp.  Then  you  really  did  not  mean  what  your  language 
would  indicate? 

Mr.  ViCKERT.  Idid  not  mean  any  reduction  of  the  present  number. 

Mr.  Snapp.  You  mean  that  the  percentage  of  increase  from  year  to 
year  hereafter  would  be  small  ? 

Mr.  ViCKERT.  I  mean  we  would  not  ask  any  increase — there  would 
be  a  less  number  comparatively  than  the  growth  of  the  service  would 
warrant  asking  for. 

Mr.  Snapp.  You  say  here:  "Would  hold  them  longer  working 
hours."    What  are  the  working  hours  at  the  present  time  ? 

Mr.  ViCKERY.  At  division  headquarters  clerks  as  a  rule  begin  work 
at  8  o'clock  in  the  morning  and  quit  at  5  o'clock  in  the  afternoon. 

Mr.  Snapp.  It  is  the  policy  of  this  Department,  as  well  as  the 
others  of  the  Government,  to  recognize  an  eight-hour  day,  is  it  not? 

Mr.  ViCKERY.  It  is  the  policy. 

Mr.  Snapp.  Now,  then,  do  you  mean  by  this  that,  if  these  increases 
of  salaries  are  allowed,  those  clerks  would  be  expected  or  required 
to  work  longer  than  eight  hours? 
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Mr.  ViCKERY.  My  idea  was  to  show  that  they  need  not  in  that  way 
be  required  to  do  so,  but  that  they  would  volunteer  the  extra  service. 

Mr.  Snapp.  Having  been  in  this  service  as  long  as  you  have,  have 
you  any  reason  to  believe  that  the  employees  of  the  Government  in 
this  service  would  voluntarily  work  longer  than  eight  hours? 

Mr.  ViCKERY.  I,  of  course,  speak  only  from  personal  experience. 
At  the  Cincinnati  division  headquarters,  where  I  was  in  charge  for 
a  long  time,  the  clerks  used  to  go  to  the  office  frequently  after  supper 
to  bring  up  their  work. 

Mr.  Snapp.  Just  for  the  good  of  the  Government? 

Mr.  ViCKERY.  I  don't  suppose  it  should  be  put  on  that  patriotic 
motive,  but  they  were  interested  in  the  work,  and  thev  kept  it  up. 

Mr.  Stafford.  How  many  of  these  clerks  receivea  promotions  at 
the  beginning  of  the  fiscal  year? 

Mr.  VICKERY.  None. 

Mr.  Stafford.  They  all  receive  the  same  salaries  that  they  were 
receiving  last  year? 

Mr.  ViCKERY.  Several  promotions  have  been  made  since  the  begin- 
ning of  the  year.  I  don't  think  we  made  a  promotion  of  any  clerk  in 
our  service  until  after  the  1st  of  October.  At  the  beginning  of  the 
fiscal  vear  we  had  the  problem  of  reducing  to  fit  the  new  appropria- 
tion oi  $95,000  to  the  work  that  had  been  costing  $109,000  before. 

Mr.  Stafford.  Reducing  salaries,  or  discharging  or  reducing  the 
number  ? 

Mr.  ViCKERY.  Not  discharging.  There  were  two,  I  think,  dropped. 
Others  were  gradually  transferred  to  places  in  the  Department;  taken 
off  of  this  field  roll  as  vacancies  occurred  in  the  Department. 

Mr.  Staffx)Rd.  There  have  been  no  increases  of  salary  in  those  two 
divisions  for  clerical  service  during  the  past  year,  save  as  you  ha^^e 
mentioned  ? 

Mr.  ViCKERY.  We  did  make,  after  the  1st  of  October,  some  promo- 
tions, but  none  on  the  1st  of  July. 

Mr.  Stafford.  How  many  did  you  make  at  that  time? 

Mr.  ViCKERY.  I  don't  rememhler,  but  I  could  find  out  from  the 
records. 

Mr.  Stafford.  In  what  grades,  do  you  know  ? 

Mr.  ViCKERY.  All  the  grades  all  the  way  through. 

The  Chairman.  Were  those  promotions  made  entirely  coincident 
with  the  creation  of  the  vacancies  in  the  grades  above,  or  were 
employees  already  in  the  service  given  additional  increases  of  salary? 

Mr.  ViCKERY.  Employees  already  in  the  service  in  some  cases  were 
given  higher  salaries.  In  other  words,  last  year,  as  I  remember,  we 
did  not  have  at  all  of  the  division  headquarters  uniform  chief  clerks' 
salaries.  There  were  perhaps  eight  or  ten  of  the  divisions  that  had 
$1,600  for  the  chief  clerk,  while  others  had  less.  Now  they  are  all 
receiving  $1,600  uniformly  in  the  different  divisions. 

Mr.  Snapp.  Do  you  pursue  that  rule  regardless  of  the  efficiency  of 
the  different  men,  comparing  one  w*ith  another? 

Mr.  ViCKERY.  No,  sir;  we  try  to  have  efficient  men  in  every  place 
of  that  kind.  A  man  can  not  be  a  satisfactory  chief  clerk  without 
quite  a  degree  of  efficiency. 

Mr.  Snapp.  So  that  when  they  reach  these  grades  by  natural  pro- 
motion, whenever  vacancies  occur,  they  eventually  reach  the  effi- 
ciency that  justifies  the  salary;  that  is  it,  is  it  not? 
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Mr.  ViCKERY.  We  have  some  men  in  that  service  who  have  been, 
for  I  don't  know  how  many  years,  at  $1,000,  and  have  not  been  pro- 
moted at'all  and  probably  will  not  be  because  they  are  not  efficient 
enough  to  warrant  going  to  the  higher  grades. 

Mr.  Snapp.  Do  you  ever  discharge  anyone  for  that  cause? 

Mr.  ViCKERY.  We  have  discharged  some,  yes. 

Mr.  Snapp.  In  the  higher  grades? 

Mr.  ViCKERY.  A  few ;  yes,  sir. 

Mr.  Snapp.  Now^  when  you  submit  this  other  information  will  you 
not  also  indicate,  if  you  can,  the  number  of  separations  from  the 
service  that  have  been  made  by  the  Department  in  these  upper  grades 
for  inefficiency  ? 

Mr.  ViCKERY.  Yes,  sir. 

Mr.  FiNLEY.  Do  you  regard  the  number  of  inspectors  in  the  service 
now  as  being  entirely  sufficient  to  give  the  Department  efficient 
service  ? 

Mr.  ViCKERY.  The  rural  inspectors  have  not  as  yet  had  time  to 
show  how  much  work  they  are  going  to  do.  I  have  not  asked  for  any 
additional  this  time,  and  have  asked  for  no  changes  because  you 
trusted  me  last  year  to  put  this  consolidation  into  effect,  and  we  ought 
to  have  a  year's  time  to  work  it  out. 

Mr.  FiNLEY.  You  contemplate  that  as  a  rural  inspector's  term 
lengthens  in  this  new  service  that  his  efficiency  will  increase? 

Mr.  ViCKERY.  I  have  no  doubt  of  that.  I  tried  to  set  forth  in  my 
report  what  I  expect  in  that  line.  Under  conditions  where,  hereto- 
fore, they  have  had  idle  time  they  can  do  work  on  other  lines,  but  it 
takes  six  months'  education  to  fit  them  for  the  new  dutie^j. 

Mr.  FiNLEY.  I  observe  from  page  7  of  your  report  that  the  field 
collections  for  the  years  1905  and  1906  are  very  much  ^eater  than 
they  were  the  two  preceding  years.    How  do  you  account  for  that? 

Mr.  ViCKERY.  That  is  largely  becau'^e  of  the  in^^pections  of  the  post- 
offices  being  more  thoroughlv  attended  to.  The  attempt  has  been 
made  to  have  annual  inspections,  and  last  year  about  two-thirds  of 
the  money-order  offices  were  inspected.  Some  remote  offices  have  not 
been  reached  annually,  and  are  found  slow  in  making  remittances. 
Collections  have  been  growing  because  the  territory  has  been  better 
covered.  Thore  has  been  an  increa«?c.  too,  because  more  collections 
have  been  made  from  the  sureties  of  dishonest  employees  on  account  of 
thefts  from  the  mails. 

Mr.  FrNLEY.  The  small  offices  remote  from  railroads  should  be 
inspected  at  least  once  a  year,  should  they  not,  in  order  to  get  good 
service? 

Mr.  ViCKERY.  They  should  be. 

Mr.  Lloyd.  What  do  vou  mean,  Mr.  Vickery,  bv  "  official  domi- 
cile?" \ 

Mr.  ViCKERY.  The  official  domicile  is  a  center  of  the  territory 
assigned  to  an  inspector,  at  which  point  he  is  expected  to  do  what 
mijEfht  be  called  his  office  work  without  having  a  per  diem  allowance. 
It  is  made,  in  a  measure,  his  home. 

Mr.  Iii/)YD.  What  is  the  necessitv,  since  evervthing  is  under  the 
insr»ection  ser\'ice.  of  having  an  official  domicile? 

Mr.  ViCKERY.  They  have  had  them  right  along.  That  provision 
was  in  the  bill  before  the  rural  service  was  merged. 
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Mr.  Lloyd.  Do  you  require  that  an  inspector  shall  not  live  and  do 
work  in  the  State  in  which  his  home  is  located  ? 

Mr.  ViCKERY.  For  three  years  pjast,  or  more,  the  inspectors  as  ap- 
pointed have  been  invariably  assigned  to  divisions  other  than  the 
ones  in  which  they  reside. 

Mr.  Lloyd.  What  is  the  necessity  of  requiring  a  rural  inspector  to 
do  business  in  a  State  other  than  his  own? 

Mr.  ViCKERY.  There  is  no  absolute  necessity  in  either  case.  The 
plan  was  adopted,  as  I  say,  by  General  Bristow,  I  don't  know  how 
many  years  ago,  on  the  theory  that  a  man  appointed  in  the  inspec- 
tion service  would  be  freer  from  local  influences  by  being  assigned 
to  work  away  from  his  home  district. 

Mr.  Lloyd.  That  would  be  all  right,  would  it  not,  so  far  as  the  dis- 
trict is  concerned,  but  what  is  the  necessitv  for  taking  him  out  of  his 
State? 

Mr.  ViCKERY.  The  same  theory  prevails.  I  suppose  that  State  in- 
fluences would  affect  the  inspector  possibly  in  smaller  degree  as 
would  those  of  his  Congressional  district. 

Mr.  Lloyd.  What  I  am  trying  to  get  at  is  the  necessity  for  the  use 
of  the  official  domicile  as  requiring  the  inspector  to  do  business  in  the 
State  other  than  his  own.  My  own  conviction  is  that  that  is  an  abso- 
lute hardship,  and  ought  not  to  be  required,  and  I  would  liketo  know 
whether  you  think  so  or  not. 

Mr.  ViCKERY.  My  own  recollection  is  that  that  came  into  the  bill 
without  the  request  of  the  Post-Office  Department. 

Mr.  Lloyd.  I  have  heard  that  too. 

Mr.  ViCKERY.  And  I  shall  have  no  objections  if  that  shall  be 
stricken  from  the  bill. 

Mr.  Lloyd.  If  the  words  "  official  domicile  "  were  stricken  out,  you 
would  not  object? 

Mr.  ViCKERY.  I  do  not  see,  from  the  Department's  standpoint,  any 
objection.     It  will  make  more  per  diem  expenditure,  that  is  all. 

Mr.  Stafford.  If  you  will  pardon  an  interruption  there,  when  that 
phraseology  was  added  to  the  bill  as  to  per  diem  allowance,  we  found 
that  inspectors  were  assigned  to  certain  designated  domiciles  which 
were  really  their  homes,  and  they  were  drawing  the  $4  per  diem  when 
they  were  not  entitled  to  it  under  the  intention  of  the  law,  and  there- 
fore we  restricted  it  in  that  particular. 

Mr.  ViCKERY.  That  has  been  my  understanding  of  the  case. 

Mr.  Stafford.  That  an  inspector  should  not  be  entitled  to  this  $4 
per  diem  allowance  while  he  was  working  at  his  official  domicile 
where  he  was  located  for  any  length  of  time,  or  his  home,  or  head- 
quarters. 

Mr.  ViCKERY.  In  other  words,  that  the  per  diem  should  be  allowed 
for  travel  only  ? 

Mr.  Stafford.  It  had  been  shown  that  there  had  been  abuse  on  the 
part  of  the  inspectors,  and  we  sought  to  check  the  abuse. 

Mr.  Lloyd.  Do  you  know  of  any  abuse  now  ? 

Mr.  ViCKERY.  I  don't  think  any  abuse  could  exist  now,  because  we 
have  the  provision  to  assi^  him  to  a  domicile. 

Mr.  Lloyd.  Do  you  think  that  if  the  words,  "  official  domicile  " 
were  removed  any  injury  would  result  to  the  service? 

Mr.  ViCKERY.  1  don't  know  what  abuse  these  gentlemen  intended; 
J  was  not  here  at  that  time. 
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Mr.  Lloyd.  You  said  it  worked  a  hardship  to  the  inspectors? 

Mr.  Stafford.  I  would  like  to  say,  so  as  to  have  the  record  correct, 
that  the  limitation  that  we  placed  in  here  was  solely  for  the  purpose 
of  preventing  the  allowances  of  per  diem  to  inspectors,  under  certain 
conditions,  but  we  had  no  thought,  as  I  remember,  and  it  was  not 
brought  to  the  attention  of  the  committee,  of  restricting  the  field 
operations  of  any  inspector. 

Mr.  Snapp.  Does  tne  Postmaster-General  still  issue  transportation 
cards  to  inspectors? 

Mr.  ViCKERY.  The  Postmaster-General  still  issues  inspector's  com- 
missions. 

Mr.  Snapp.  I  have  understood  you  to  say  that  occasionally  wives 
of  inspector  travel  with  them  on  the  routes. 

The  Chairman.  I  do  not  think  he  meant  traveled  on  the  route, 
but  traveled  with  him  when  he  went  into  another  State. 

Mr.  Snapp.  Do  you  know,  as  the  head  of  this  department,  whether 
the  inspectors  are  able  to  obtain  railway  transportation  for  their 
wives  or  families  ? 

Mr.  VicKERY.  I  know  that  they  are  not.  There  may  be  exceptions, 
Mr.  Snapp,  but  I  know  that  as  a  general  rule  there  is  not  anything 
of  that  kind. 

The  Chairman.  That  there  may  be  exceptions  where  the  Depart- 
ment itself  may  issue  transportation  ? 

Mr.  ViCKERY.  The  Department  does  not  touch  any  transportation 
at  all.  They  may,  perhaps,  through  some  friends  upon  the  rail- 
road, be  able  to  get  their  transportation,  but  they  do  not  through 
the  Department. 

Mr.  Snapp.  What  would  you  say  as  to  the  rule?  Are  they  or  are 
they  not  able  to  obtain  transportation  for  their  families  ? 

Mr.  ViCKERY.  I  should  say  not. 

Mr.  Lloyd.  Under  the  present  law  they  can  not. 

The  Chairman.  I  do  not  think  they  can. 

Mr.  Lloyd.  They  are  not  required  to  do  it,  but  they  may  do  it 
under  the  law. 


Post-Office  Department, 

Office  of  Chief  Inspector, 
Washingtorif  January  lit  1907. 

Sir:  Complying  with  request  of  the  8th  Instant  at  the  hearings  before  your  com- 
mittee, I  have  the  honor  to  state  that  of  the  44  inspectors  who  have  been  in  the  $1,200 
grade  longer  than  six  months  1  has  been  in  the  grade  over  five  years,  2  over  four 
years  and  under  live,  4  over  three  years  and  under  four,  21  over  two  years  and  under 
three,  6  over  one  year  and  under  two,  and  10  over  six  months  and  under  one  year. 
All  of  those  who  have  been  in  the  service  in  this  grade  for  less  than  three  years 
were  appointed  from  other  branches  of  the  postal  service,  and  even  of  those  less  than 
six  months  in  this  service  there  are  none  who  have  not  had  as  much  as  two  or  three 
^rears'  experience  in  other  branches  of  the  postal  service  before  appointment  as 
mspectors. 

Very  respectfully,  W.  J.  Vickerv, 

Chief  Inspector. 
Hon.  Jesse  Ovbrstbeet, 

Chairman  CommiUee  on  tlie  Post-Office  and  Post-Roacbt^  House  of  Representatives. 
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Office  of  thb  Asaistant  Attornby-Genbbal 

FOR  THB   PoST-OfFICE   DEPARTMENT, 

Wajthin0ony  January  31,  1907. 

My  Dear  Sir:  There  has  just  been  received  by  telephone  from  the  House  of 
Representatives  a  message  asking  that  a  letter  be  submitted  to  the  Committee  on  the 
Poet-Office  and  Post-Roads,  explaining  the  item  of  $10,000  for  printiiig  and  binding 
of  opinions  of  Assistant  Attorneys-General  for  the  Post-Office  Department  as  contained 
in  the  estimates  upon  which  appropriations  for  the  postal  service  for  the  fiscal  year 
1908  are  to  be  based. 

The  act  making  appropriations  for  the  service  of  the  Post-Office  Department  for 
the  year  ended  June  A),  1904,  embraced  an  item  appropriating  $5,000  for  **  printing 
and  binding  the  opinions  of  the  Assistant  Attorney-General  for  the  Post-Offiee  Depart- 
ment.*' Of  that  appropriation  $4,208.75  was  expended  in  printing  and  binding  two 
volumes,  covering  opinions  of  this  office  from  the  date  of  its  establishment,  namely, 
June  23, 1873,  to  March  7, 1892,  both  inclusive.     To  complete  the  work  of  comni  ing, 

Srinting,  and  binding  these  opinions,  there  remaips  to  be  covered  the  perioa  from 
[arch  7,  1892,  to  the  present  time,  being  nearly  fifteen  years;  and  it  is  believed  that 
If  performed  with  the  eame  economy  which  characterized  the  previous  work,  this 
can  be  accomplished  at  an  expenditure  of  about  $10,000,  including  the  preparation 
and  printing  of  a  suitable  digest.  When  this  work  was  undertaken  it  was  anticipated 
that  further  provision  would  be  made  by  Congress  for  its  completion,  as  it  was  never 
contemplatecl  that  $6,000  would  be  nearly  sufficient  for  that  purpose.  The  two 
volumes  now  in  print  are  of  great  value,  but  it  is  the  more  recent  opinions  which 
must  be  referred  to  most  frequently,  and  these  are  strewn  through  one  hundred  or 
more  press- copy  books,  and  must  be  searched  out  page  by  page  when  it  is  necessary 
to  refer  to  them. 

Of  each  of  the  two  volumes  now  in  print,  100  copies  were  made,  of  which  60  copies 
were  bound  in  sheep  and  40  in  paper.  It  was  estiniate<l  to  l)e  impo8J»ible  to  print  a 
larger  number  of  thes*e  volumen  with  the  appiopriation  available,  but,  as  is  seen, 
$79f  .25  of  the  total  of  $5,000  provided  was  unused,  and  this  sum  lapsed  on  June  30, 
1905,  and  was  covered  into  the  General  Treasury.  The  greatest  economy  was  exer- 
cised in  carrying  on  this  work,  in  onler  to  accomplish  as  large  result**  as  possible 
with  the  funds  provided.  It  is  estimated,  however,  that  $10,000  additional  will  be 
necesary  to  compkt*  the  work  of  printing  and  binding  the  opinions  in  question, 
including  a  sat  sfactory  digest  of  them. 

The  high  importance  and  increasing  ne<*essity  of  tininhing  this  work  have  l)een 
dwelt  upon  in  each  of  the  annual  reports  of  this'Office  for  a  number  of  ytarg,  and  it 
is  unnecessary  now  to  dwell  upon  them  at  length.  The  usefulness  of  the  work  is 
attested  by  the  numerous  requests  receive*!  for  the  two  volumes  in  print  from  officers 
throughout  the  postal  service  as  well  as  from  Senators  and  Representatives  in  Con- 
gress. With  the  exception  of  copies  supplied  to  the  library  of  the  Supreme  Court  of 
the  United  States,  the  library  of  the  Department  of  Justice,  the  Au<iitor  for  the  Post- 
Office  Department,  and  the  Philif.pine  postal  service,  the  distribution  of  the  100 
copies  of  each  of  the  volumes  now  in  print  has  been  limited  to  the  bureaus  of  the 
Post-Office  Department  and  to  those  officers  of  the  pobtal  service  having  greatest 
need  for  them. 

Even  under  this  arrangement  the  edition  of  each  volume  is  nearly  exhausted,  but 
electrotypes  of  their  contents  have  been  made,  and  of  course  additional  copies  can 
be  printed  whenever  funds  for  tl:at  purpose  are  provided  by  Congress.  The  work 
of  compiling  these  opinions,  including  the  preparation  of  syllabi  and  indexes  and  of 
reading  and  correcting  the  printed  prcofs,  was  performed  exclusively  by  this  office. 
That  it  required  much  time  and  the  exercise  of  great  care  needs  hardly  to  be  said. 

I  am  sending  you  to-day  a  copy  of  each  of  the  two  volumns  of  the  opinions  of  this 
office  which  are  now  in  print. 

Very  truly,  yours,  R.  P.  Goodwin. 

Hon.  Jesse  Overstreet,  M.  C. 

Chairman  Committee  on  the  Post-Offire  and  Post-Roada, 

House  of  Representatively. 
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STATEMEKT   OF   HON.   FRANK  H.    HITCHCOCK,   FIBST  ASSISTANT 
POSTMASTEB-OENEBAIi. 

COMPENSATION  TO  POSTMASTERS. 

The  Chairman.  Mr.  Hitchcock,  the  first  item  of  appropriation 
under  vour  authority  is  the  compensation  of  postmasters.  I  observe 
you  ask  for  an  increase  of  a  million  and  a  half  dollars,  or  6.25  per 
cent.  How  do  you  reach  that  item  of  increase,  and  how  many  offices 
have  advanced  or  do  you  estimate  will  advance  during  the  period 
which  will  require  that  amount  of  increase  ? 

Mr.  Hitchcock.  This  appropriation  is  for  salaries  of  postmasters 
at  all  Presidential  offices  and  does  not  depend  entirely  upon  the 
number  of  offices  advancing  from  one  class  to  another.  It  depends 
even  more  largely  upon  the  growth  of  the  business  at  offices  that  do 
not  advance  from  class  to  class. 

The  Chairman.  That  is  quite  true. 

Mr.  Hitchcock.  It  is  the  enormous  growth  of  such  business  ^nd 
the  consequent  increase  in  expenditures  that  have  necessitated  this 
large  increase  in  our  estimate,  an  increase  of  $1,500,000. 

The  Chairman.  In  my  inquiry,  if  I  may  restate  it,  I  desired  to 
ascertain  whether  you  merely  made  a  recommendation  for  an  arbi- 
trary per  cent  of  increase,  the  same  per  cent  that  you  made  last  year, 
or  whether  you  made  new  calculations. 

Mr.  Hitchcock.  Our  estimate  for  this  year  is  based  upon  the  in- 
crease in  receipts  as  compared  with  the  increase  of  the  year  before. 

The  estimated  receipts  for  1006  were  $166,581,000,  but  the  actual 
receipts  proved  to  be  $167,933,000.  According  to  the  receipts  of  50 
large  offices  for  which  we  have  since  obtained  statistics  this  rate  of 
growth  is  being  maintained,  and  on  that  fact  we  base  our  estimate. 

The  Chairman.  This  payment  to  our  postmasters  is  based  upon 
the  statute. 

Mr.  Hitchcock.  It  is  a  matter  regulated  by  law. 

Chapter  142. — An  act  to  adjust  the  salaries  of  postmasters. 

Be  it  enacted,  etc..  That  the  respective  compensation  of  postmasters  of  the 
first.  Fecond.  and  third  classes  shnll  be  annual  salaries,  assigned  in  even  hun- 
dreds of  dollars  and  payable  in  quarterly  payments,  to  be  ascertained  and  fixed 
by  the  Postmaster-General  from  their  respective  quarterly  returns  to  the  Auditor 
of  the  Treasury  for  the  Post-Oflice  Department,  or  copies  or  duplicates  thereof, 
to  be  forwarded  to  the  First  Assistant  Postmaster-General,  for  four  quarters 
immediately  preceding  the  adjustment,  at  the  following  rates,  namely : 

FIRST   CLASS. 

Gross  receipts,  forty  thousand  dollars,  and  not  exceeding  forty-five  thousand 
dollars;  salary,  three  thousand  dollars.  , 

Gross  receipts,  forty-five  thousand  dollars,  and  not  exceeding  sixty  thousand 
dollars ;  salary,  three  thousand  one  hundred  dollars. 

Gross  receipts,  sixty  thousand  dollars,  and  not  exceeding  eighty  thousand  dol- 
lars; salary,  three  thousand  two  hundred  dollars. 

Gross  receipts,  eighty  thousand  dollars,  and  not  exceeding  one  hundred  and 
ten  thousand  dollars:   salary,  three  thousand  three  hundred  dollars. 
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Gross  receipts,  one  hundred  and  ten  thousand  dollars,  and  not  exceeding  one 
hundred  and  fifty  thousand  dollars;  salary,  three  thousand  four  hundred 
dollars. 

Gross  receipts,  one  hundred  and  fifty  thousand  dollars,  and  not  exceeding  two 
hundred  thousand  dollars :  salary,  three  thousand  five  hundred  dollars. 

Gross  receipts,  two  hundred  thousand  dollars,  and  not  exceeding  two  hundred 
and  sixty  thousand  dollars ;  salary,  three  thousand  six  hundred  dollars. 

Gross  receipts,  two  hundred  and  sixty  thousand  dollars,  and  not  exceeding 
three  hundred  and  thirty  thousand  dollars;  salary,  three  thousand  seven  hun- 
dred dollars. 

Gross  receipts,  three  hundred  and  thirtj'  thousand  dollars,  and  not  exceeding 
four  hundred  thousand  dollars ;  salary,  three  thousand  eight  hundred  dollars. 

Gross  receipts,  four  hundred  thousand  dollars,  and  not  exceeding  four  hun- 
dred and  fifty  thousand  dollars ;  salary,  three  thousand  nine  hundred  dollars. 

Gross  receipts,  four  hundred  and  fifty  thousand  dollars,  and  not  exceeding  five 
'hundred  thousand  dollars ;  salary,  four  thousand  dollars. 

Gross  receipts,  five  hundred  thousand  dollars,  and  not  exceeding  six  hundred 
thousand  dollars ;  salary,  five  thousand  dollars. 

Gross  receipts,  six  hundred  thousand  dollars  and  upwards ;  salary,  six  thou- 
sand dollars. 

SECOND   CLASS. 

Gross  receipts,  eight  thousand  dollars,  and  not  exceeding  nine  thousand  dol- 
lars;  salary,  two  thousand  dollars. 

Gross  receipts,  nine  thousand  dollars,  and  not  exceeding  ten  thousand  dollars; 
salary,  two  thousand  one  hundred  dollars. 

Gross  receipts,  ten  thousand  dollars,  and  not  exceeding  eleven  thousand  dol- 
lars;  salary,  two  thousand  two  hundred  dollars. 

Gross  receipts,  eleven  thousand  dollars,  and  not  exceeding  thirteen  thousand 
dollars ;  salary,  two  thousand  three  hundred  dollars. 

Gross  receipts,  thirteen  thousand  dollars,  and  not  exceeding  sixteen  thousand 
dollars;  salary,  two  thousand  four  hundred  dollars. 

Gross  receipts,  sixteen  thousand  dollars,  and  not  exceeding  twenty  thousand 
dollars ;   salary,  two  thousand  five  hundred  dollars. 

Gross  receipts,  twenty  thousand  dollars,  and  not  exceeding  twenty-four  thou- 
sand dollars ;  salary,  two  thousand  six  hundred  dollars. 

Gross  receipts,  twenty-four  thousand  dollars,  and  not  exceeding  thirty  thou- 
sand dollars ;  salary,  two  thousand  seven  hundred  dollars. 

Gross  receipts,  thirty  thousand  dollars,  and  not  exceeding  thirty-five  thousand 
dollars ;  salary,  two  thousand  eight  hundred  dollars. 

Gross  receipts,  thirtj'-flve  thousand  dollars,  and  not  exceeding  forty  thousand 
dollars ;  salary,  two  thousand  nine  hundred  dollars. 

THIRD  CLASS. 

Gross  receipts,  one  thousand  nine  hundred  dollars,  and  not  exceetling  two 
thousand  one  hundred  dollars ;  salary,  one  thousand  dollars. 

Gross  receipts,  two  thousand  one  hundred  dollars,  and  not  exceeding  two 
thousand  four  hundred  dollars ;   salary,  one  thousand  one  hundred  dollars. 

Gross  receipts,  two  thousand  four  hundred  dollars,  and  not  exceeding  two 
thousand  seven  hundred  dollars ;  salary,  one  thousand  two  hundred  dollars. 

Gross  receipts,  two  thousand  seven  hundred  dollars,  and  not  exceeding  three 
thousand  dollars;  salar>\  one  thousand  three  hundred  dollars. 

Gross  receipts,  three  thousand  dollars,  and  not  exceeding  three  thousand  five 
hundred  dollars ;  salary,  one  thousand  four  hundred  dollars. 

Gross  receipts,  three  thousand  five  hundred  dollars,  and  not  excet»ding  four 
thousand  two  hundred  dollars ;  salary,  one  thousand  five  hundred  dollars. 

Gross  receipts,  four  thousand  two  hundred  dollars,  and  not  excelling  five 
thousand  dollars ;   salary,  one  thousand  six  hundred  dollars. 

Gross  receipts,  five  thousand  dollars,  and  not  exceeding  six  thousand  dollars; 
salary,  one  thousand  seven  hundred  dollars. 

Gross  receipts,  six  thousand  dollars,  and  not  exceeding  seven  thousand  dollars ; 
salary,  one  thousand  eight  hundred  dollars. 

Gross  receipts,  seven  thousand  dollars,  and  not  exceeding  eight  thousand  dol- 
lars; salary,  one  thousand  nine  hundred  dollars. 
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And  in  order  to  ascertain  the  amount  of  the  postal  receipts  of  each  office,  the 
Postmaster-General  may  require  postmasters  to  furnish  the  Department  with 
certified  copies  of  their  quarterly  returns  to  the  Auditor  at  such  times  and  for 
such  periods  as  he  may  deem  necessary  in  each  case. 

FOUBTH  CLASS. 

ISec.  2.  That  the  compensation  of  postmasters  of  the  fourth  class  shall  be 
fixed  upon  the  basis  of  the  whole  of  the  box-rents  collected  at  their  offices  and 
commissions  upon  the  amount  of  canceled  postage-due  stamps  (provided  for  in 
section  two  hundred  and  seventy  of  the  Revised  Laws  and  Regulations,  edition 
of  eighteen  hundred  and  seventy-nine),  and  on  postage  stamps,  official  stamps, 
stamped  envelopes,  postal  cards,  and  newspaper  and  periodical  stamps  can- 
celed, on  matter  actually  mailed  at  their  offices,  and  on  amounts  received  from 
waste  paper,  dead  newspapers,  printed  matter,  and  twine  sold,  at  the  following 
rates,  namely: 

On  the  first  fifty  dollars  or  less  per  quarter,  one  hundred  i)er  centum ;  on  the 
next  one  hundred  dollars  or  less  per  quarter,  sixty  per  centum ;  on  the  next  two 
hundred  dollars  or  less  per  quarter,  fifty  per  centum;  and  on  all  the  balance, 
forty  per  centum,  the  same  to  be  ascertained  and  allowed  by  the  Auditor  of  the 
Treasury  for  the  Post-Office  Department  In  the  settlement  of  the  accounts  of 
such  postmasters  upon  their  sworn  quarterly  returns : 

Provided,  That  when  the  compensation  of  any  postmaster  of  this  class  shall 
reach  two  hundred  and  fifty  dollars  for  four  consecutive  quarters  each,  exclu- 
sive of  commissions  on  money-order  business,  and  when  the  returns  to  the 
Auditor  for  four  consecutive  quarters  shall  allow  him  to  be  entitled  to  a 
compensation  in  excess  of  two  hundred  and  fifty  dollars  per  quarter,  the 
Auditor  shall  report  such  fact  to  the  Postmaster-General,  who  shall  assign  the 
oflSce  to  its  proper  class,  and  fix  the  salary  of  the  postmaster  as  provided  by 
section  one  of  this  act : 

Provided  further.  That  In  no  case  shall  there  be  allowed  to  any  postmaster  of 
this  class  a  compensation  greater  than  two  hundred  and  fifty  dollars  in  any 
one  of  the  first  three  quarters  of  any  fiscal  year,  exclusive  of  money-order  com- 
missions, and  in  the  last  quarter  of  each  fiscal  year  there  shall  be  allowed  such 
further  sum  as  he  may  be  entitled  to  under  the  provisions  of  this  act,  not 
exceeding  for  the  w^hole  fiscal  year  the  sura  of  one  thousand  dollars,  exclusive 
of  money-order  commissions. 

Sec.  8.  That  the  Postmaster-General  shall  make  all  orders  relative  to  the 
salaries  of  postmasters;  and  any  change  made  in  such  salaries  shall  not  take 
effect  until  the  first  day  of  the  quarter  next  following  the  order;  and  the 
Auditor  shall  be  notified  of  any  and  all  changes  of  salaries. 

Sec.  4.  That  the  salaries  of  iwstmasters  of  the  first,  second,  and  third  classes 
shall  be  readjusted  by  the  Postmaster-General,  the  first  adjustment  (under  this 
act)  to  take  effect  simultaneously  with  the  (1)  reduction  of  the  rates  of  postage 
and  thereafter  at  the  beginning  of  each  fiscal  year ; 

And  the  salary  of  the  postmaster  at  Washington  City,  District  of  Columbia, 
shall  be  five  thousand  dollars : 

And  in  no  case  shall  the  salary  of  any  postmaster  exceed  the  sum  of  six  thou- 
sand dollars,  except  in  the  city  of  New  York,  where  the  salary  of  the  postmaster 
shall  remain,  as  now  fixed  by  law,  at  eight  thousand  dollars  per  anniuu.  (March 
3,  1883.) 

Note. —  (1)  Rate  of  iK>8tage  on  first-class  matter  reduced,  to  take  effect  Octo- 
ber 1,  1883,  by  1883,  March  3,  ch.  92  (22  Stat.  L.,  455),  omitted  from  this  volume 
because  superseded  by  the  further  reduction  of  1805,  March  3,  ch.  342.  par.  4, 
post,  p.  483. 

The  Chairman.  And  you  have  made  this  calculation  according  to 
the  best  methods  of  computation  ? 
Mr.  Hitchcock.  It  is  the  result  of  our  calculation. 

PAYMENT   TO  POSTMASTERS   ON    CALENDAR   INSTEAD   OF   FISCAL   YEAR. 

The  Chairman.  I  think  it  might  be  well  for  you  at  this  point  to 
make  whatever  statement  you  desire  relative  to  your  recommenda- 
tions contained  in  your  report  for  a  change  of  method  of  payment  to 
postmasters  to  conJorm  with  the  calendar  rather  than  the  fiscal  year. 
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Mr.  Hitchcock.  I  have  given  the  reasons  on  pages  7  and  8  of  my 
report. 

The  Chairman.  Just  briefly,  for  purposes  of  record,  not  elabo- 
rately, give  us  the  reasons  as  you  have  them  in  the  report.  And  I 
would  ask,  Mr.  Hitchcock,  is  it  for  the  convenience  of  bookkeeping 
or  a  benefit  which  you  think  the  postmasters  are  entitled  to? 

Mr.  Hitchcock.  It  is  for  the  convenience  of  bookkeeping  and  of 
administration. 

The  Chairman.  Wouldn't  there  be  some  embarrassment  in  having 
a  part  of  the  administration  of  the  office  conform  to  the  calendar  year 
and  other  parts  conform  to  the  fiscal  year? 

Mr.  Hitchcock.  The  estimates  for  postmasters'  salaries  do  not 
conform  to  the  fiscal  year  at  present,  Mr.  Chairman. 

The  Chairman.  They  coniorm  to  quarters? 

Mr.  Hitchcock.  They  relate  to  the  year  ending  the  31st  of  March. 

The  Chairman.  That  is,  any  increase  of  compensation  to  a  post- 
master is  based  upon  computation  of  the  receipts  of  his  office  tor  a 
full  year  of  twelve  months  ending  on  March  31  s 

Mr.  Hitchcock.  Yes. 

The  Chairman.  And  your  recommendation  is  to  make  that  ter- 
minus December  31  ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairaian.  What  change,  if  any,  would  that  make  in  the 
amount  by  reason  of  the  postmaster  getting  the  benefit  of  the  quar- 
ter ending  December  31,  which  was  a  heavy  quarter? 

Mr.  Hitchcock.  It  would  make  some  little  change  at  the  outset,  but 
after  the  plan  was  in  operation  the  method  of  advancement  would 
not  be  affected  in  any  way  by  the  change. 

The  Chairman.  If  this  year  there  should  be  any  change  of  law 
conforming  with  your  recommendation  of  the  time  of  payment, 
would  it  necessitate  any  change  of  the  amount  of  appropriatioQ 
estimated  ? 

Mr.  Hitchcock.  No;  we  don't  think  it  would  necessitate  any 
change  in  the  amount. 

Mr.  Stafford.  "Why  would  it  be  easier  administration  to  have  the 
year  as  a  basis  end  on  the  calendar  year  rather  than  on  the  31st  of 
March  ? 

Mr.  Hitchcock.  Because  it  will  give  more  time  to  do  the  necessary 
computing. 

Mr.  Stafford.  Why  is  more  time  necessary  when  the  salary  goes 
on  nevertheless  from  April  1,  as  based  upon  the  showing  made  in 
the  prior  year  ? 

Mr.  Snapp.  The  increases  begin  to  take  effect  on  the  1st  of  July. 

Mr.  Hitchcock.  The  increase  in  salary  takes  effect  on  the  1st  of 
July. 

Mr.  Snapp.  This  would  give  them  six  months  instead  of  three  to 
bring  about  the  change. 

Mr.  Stafford.  I  understood  you  to  say,  in  reply  to  an  inquiry  from 
the  chairman,  that  it  dated  immediately  from  the  1st  of  April. 

The  Chairman.  If  you  make  the  proposed  change,  will  the  compen- 
sation be  based  upon  the  business  of  the  calendar  year  ending  Decem- 
ber 31,  and  when  would  the  increase  of  salary,  wnere  one  was  found 
necessary,  begin  ? 
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Mr.  HiTCHcx)CK.  It  would  begin,  as  at  present,  on  the  1st  of  July. 

The  Chairman.  Then  you  would  make  your  computation  or  ad- 
justment of  salary  of  the  postmaster  upon  the  basis  of  the  year  ending 
December  31,  and  his  salary  would  then  begin  with  the  mcrease  the 
1st  of  the  following  July  t 

Mr.  Hitch cx)CK.  Yes,  sir;  the  period  during  which  the  salary 
would  run  at  the  increased  rate  would  be  the  same.  We  merely  use  a 
different  period  for  the  purpose  of  calculating  the  salary. 

The  Chairman.  Can  you  quote  to  the  committee  the  existing  law 
that  governs  this  particular  method  of  adjustment?  I  think  you  do 
not  give  the  language  of  the  law  in  your  report  at  all. 

Mr.  Hitchcock.  In  my  report  I  simply  give  the  sense  of  the  law. 

The  Chairman.  Will  you  be  kind  enough  to  address  a  letteu  to  us 
quoting  the  existing  law  governing  this  adjustment,  and  your  recom- 
mendation of  the  language  of  an  amendment  which  would  meet  your 
recommendation. 

Mr.  Hitchcock.  We  prepared  last  year  an  amendment  to  cover 
this  recommendation,  and  submitted  it  to  you,  Mr.  Chairman,  toward 
the  close  of  the  session.  It  was  some  little  time  after  the  hearings, 
but  we  thought  that  there  might  be  an  opportunity  for  you  to  bring 
it  up  before  the  session  end^d. 

The  Chairman.  Possibly  we  may  have  it  here. 

Mr.  FiNLEY.  Mr.  Hitchcock,  I  would  like  to  ask  you,  with  refer- 
ence to  the  salary  of  fourth-class  postmasters,  is  the  present  method 
of  compensation  the  best  one,  in  your  judgment,  which  can  be 
gotten  up? 

Mr.  Hitchcock.  We  have  not  been  able  to  devise  any  better 
method.  I  know  that  the  present  method  has  been  criticised.  From 
time  to  time  the  question  has  been  considered  by  the  Department 
with  the  idea  of  making  some  change,  but  thus  far  the  committees 
to  whom  the  subject  has  been  referred  for  investigation  have  not 
succeeded  in  agreeing  upon  any  better  method. 

Mr.  FiNLEY.  Is  it  not  a  fact  that  salaries  paid  to  fourth-cla&s  post- 
masters, one  office  as  compared  with  another,  and  the  work  to  be  per- 
formed, is  often  unequal  and  the  compensation  not  commensurate 
with  the  work  done  ? 

Mr.  Hitchcock.  That  is  true,  because  of  the  varying  nature  of 
the  business  conducted  at  different  fourth-class  offices. 

Mr.  FiNLEY.  As  compared  with  the  salaries  of  the  other  post- 
masters, do  you  think  that  the  salaries  paid  to  fourth-class  post- 
masters are  fair? 

Mr.  Hitchcock.  I  am  inclined  to  think  that,  speaking  generally, 
the  salaries  are  pretty  low  as  compared  with  the  salaries  paid  other 
.  postmasters  There  are  so  many  peculiar  conditions  pertaining  to 
fourth-class  offices,  however,  that  it  is  a  difficult  matter  to  work 
out  this  problem.  Many  fourth-class  offices  are  conducted  by  men 
who  do  not  consider  the  question  of  compensation  as  of  any  im- 
portance. 

Mr.  FiNLEY.  A  mere  matter  of  convenience. 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  FiNLEY.  I  am  aware  of  that.  Then  you  could  not  make  any 
suggestion  as  to  the  best  remedy  for  this  inequality  in  salaries. 

Mr.  Hitchcock.  I  am  not  prepared  to  make  any  definite  sug- 
gestions. 
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The  Chairman.  The  letter  referred  to  by  Mr.  Hitchcock  addressed 
to  me  at  the  dose  of  the  hearings  last  year  I  have  here,  under  date 
of  February  12,  in  which  you  inclose  a  proposed  amendment  cover- 
ing this  point.  I  will  read  this  for  the  information  of  the  commit- 
tee (reaos) : 

Pobt-Office  Department, 
FiBST  Assistant  Postmasteb-General, 

Waahington,  February  12,  1906. 
HoiJ.  Jesse  Overstreet, 

Chairman  Committee  mi  the  Post-Offloe  and  Post-Roads, 

House  of  Representatives,  Washington,  D.  C. 
My  Dear  Sir:  With  reference  to  the  proposed  amendment  of  the  law  regu- 
lating the  readjustment  of  postmasters'  salaries  and  the  advancement  of  post- 
offices  from  the  fourth  to  the  third  class,  as  discussed  at  the  recent  hearings 
before  your  committee,  I  lieg  to  transmit  herewith  a  draft  of  such  an  amend- 
ment, the  adoption  of  which  is  earnestly  recommended.  The  form  of  amend- 
ment inclosed  has  been  passed  upon  and  approved  by  the  Assistant  Attomey- 
Oeiieral  for  the  Post-Office  Department 

Very  truly,  yours,  F.  H.  Hitchcock, 

First  Assistant  Postmaster-GencraL 


Amendment, 

Following  the  item  In  the  "  act  making  appropriation  for  the  service  of  the 
Post-Offlce  Department  for  the  fiscal  year  ending  June  thirtieth,  nineteen 
hundred  and  seven,"  providing  for  the  compensation  of  postmasters,  insert 
these  provisos: 

Provided,  That  hereafter  the  salaries  of  postmasters  at  post-offices  of  the 
first,  second,  and  third  classes  shall  be  fixed  by  the  Postmaster-General  on  the 
basis  of  the  gross  receipts  of  their  respective  offices  for  the  four  quarters  of 
the  calendar  year,  to  take  effect  at  the  beginning  of  the  following  fiscal  year, 
at  the  rates  specified  in  the  **  act  making  appropriations  for  the  service  of  the 
Post-Office  Department  for  the  fiscal  year  ending  June  thirtieth,  eighteen 
hundred  and  seventy-seven,"  approved  July  twelfth,  eighteen  hundred  and 
seventy-six.  as  amended  oy  the  "  act  to  adjust  the  salaries  of  postmasters," 
approved  March  third,  eighteen  hundred  and  eighty-three:  And  provided  fur- 
ther. That  hereafter  no  post-office  of  the  fourth  class  shall  be  advanced  to  the 
Presidential  grade  until  the  compensation  of  the  postmaster  for  the  four  quar- 
ters of  the  fiscal  year  amounts  to  one  thousand  dollars,  exclusive  of  commissions 
on  monev  orders  issued,  and  the  gross  receipts  for  the  same  period  amount  to 
one  thousand  nine  hundred  dollars.  Whenever  the  compensation  of  any  post- 
master at  an  office  of  the  fourth  class  amounts  to  one  thousand  dollars,  exclusive 
of  commissions  on  money  orders  Issued,  and  the  gross  receipts  to  one  thousand 
nine  hundred  dollars  during  a  fiscal  year,  the  Auditor  for  the  Post-Office  Depart- 
ment shall  report  such  fact  to  the  Postmaster-General,  who  shall  assign  the 
office  to  Its  proper  class,  to  take  effect  at  the  beginning  of  the  following  calendar 
year,  and  fix  the  salary  accordingly. 

The  Chairman.  Do  you  stand  by  that  amendment  now  ? 

Mr.  Hitchcock.  Yes,  sir.  That  amendment  is  in  proper  form,  and 
I  will  say  that  it  w^as  submitted  to  the  law  officers  or  the  Department 
and  approved  by  them. 

CHANGE  OF  FOURTH-CLASS  OFFICES  TO  THIRD  CLASS. 

Mr.  FiNLEY.  Now,  in  reference  to  the  amount  fixed  with  respect  to 
the  receipts  at  fourth-class  offices,  is  there  any  increase  made  in  your 
proposed  amendment  of  receipts  required  ? 

Mr.  Hitchcock.  No,  sir. 

Mr.  FiNLEY.  That  is  the  same  as  under  the  existing  law  ? 

Mr.  Hitchcock.  Yes,  sir. 
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The  Chairman.  There  is  this  change,  is  there  not,  that  the  fourth- 
class  office  advance  is  governed  by  a  certain  number  of  quarters  aggre- 
gating $250  to  the  quarter,  and  this  modification  would  permit  an 
advance  earlier  than  the  existing  methods? 

Mr.  Hitchcock.  Yes;  but  there  is  no  change  in  the  total  amount 
required. 

Mr.  FiNLEY.  The  total  amount  was  what  I  had  reference  to. 

Mr.  Stafford.  Do  you  know  the  reason  why  the  law  was  arranged 
to  require  the  allowance  of  $250  to  be  successive  for  four  quarters  oe- 
fore  the  office  would  go  into  the  third  class? 

Mr.  Hitchcock,  ^o;  I  have  never  been  able  to  understand  why 
that  was  done,  because  it  works  a  great  injustice. 

Mr.  Stafford.  There  are  some  fourth-class  offices  which  have  the 
bulk  of  their  business  during  a  limited  period  of  the  year.  Is  it  not 
possible  that  those  offices  would  have  the  aggregate  to  entitle  them 
to  the  third  class  by  reason  of  the  business  m  one  quarter,  and  that 
office  being  comparatively  without  business  during  the  remaining 
three-quarters  of  the  year? 

Mr.  Hitchcock.  That  would  be  a  very  unusual  case. 

Mr.  Stafford.  Wouldn't  that  be  the  case  in  many  instances  at  sum- 
mer resorts  or  where  they  have  summer- resort  business? 

Mr.  Hitchcock.  Not  in  many  instances.  In  fact,  I  don't  know  of 
any  instance  where  that  occurs. 

Mr.  Stafford.  Your  report  cites  the  summer  and  winter  resort 
business  as  being  the  w^arrant  for  this  change.  Wouldn't  there  likely 
be  allowed  additional  clerk  hire  at  these  third-class  offices  where  there 
would  be  no  need  for  it  during  the  remaining  months  of  the  year 
when  the  business  would  be  on  par  with  the  ordinary  low-grade 
fourth-class  office? 

Mr.  HrrcHcocK.  That  would  not  mean  that  the  clerks  would  be 
employed  right  through  the  year.  They  are  not  classified  offices. 
The  postmaster  hires  his  own  employees  m  these  offices,  and  he  pro- 
vides the  necessary  assistance  during  the  period  when  the  work  is 
heavy. 

Mr.  Stafford.  But  in  the  office  specified  the  postmaster  also  would 
receive  his  return  in  compensation  in  the  way  of  allowances  under 
the  fourth-class  rule  in  a  limited  period,  and  it  would  not  be  stretched 
over  the  entire  year,  so  that  he  would  be  getting  his  full  compensa- 
tion for  more  density  of  .work,  if  I  may  use  the  t4rm. 

Mr.  Hitchcock.  He  would  be  unable  to  utilize  his  allowances  at 
the  time  when  they  are  most  needed. 

Mr.  Stafford.  Don't  you  think  it  would  be  advisable,  if  we  are 
going  to  consider  those  classes  where  by 'reason  of  excessive  work 
during  some  period  of  the  year,  and  where  they  approach  for  a 
number  of  quarters  the  third-class  limit,  to  raise  the  total  amount  of 
$1,900  as  a  oasis,  so  as  to  correct  the  extraordinary  cases  where  all 
the  work  might  come  into  one  quarter? 

Mr.  Hitchcock.  You  are  assuming  that  there  are  only  a  few  such 
offices,  and  that  the  conditions  in  them  are  extreme.  As  a  matter  of 
fact,  there  are  many  offices  where  the  variation  in  the  amount  of 
business  performed  during  the  summer  as  compared  with  that  in 
the  winter,  while  not  so  very  great,  is  nevertheless  sufficient  to  pre- 
vent the  advancement  of  these  offices,  because  in  the  dull  season  the 
salarv  falls  somewhat  below  the  $250  rate. 
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Mr.  Stafford.  But  the  total  amount  of  sales  is  far  in  excess,  when 

}^ou  take  the  entire  four  quarters  into  consideration,  over  the  $1,900 
imit.  Wouldn't  it  be  better  to  raise  the  amount  of  $1,900  in  such  a 
case  if  you  are  going  to  have  a  basis  estimated  on  the  total  work  in 
any  period  in  the  entire  year?  Instead  of  saying  that  the  amount 
would  be  $1,000,  make  it  $1,200,  or  $1,500,  and  the  total  cancellations 
correspond  accordingly. 

Mr.  Hitchcock.  That  would  interfere  with  the  entire  scheme  of 
salaries  as  it  now  exists. 

Mr.  Stafford.  No;  it  would  only  make  an  exception  in  case  of 
offices  where  the  allowances  as  now  arranged  would  aggregate,  say, 
$1,200  or  $1,500  for  any  time  during  the  entire  year.  In  those  case.s 
it  should  be  turned  into  an  office  oi  the  third  class. 

Mr.  Hitc:hcock.  I  don't  see  how  you  are  going  to  carry  out  that 
plan  without  some  further  provisions. 

Mr.  Stafford.  As  you  stated,  when  an  office  is  moved  up  to  the 
third  class,  we  would  have  the  old  law  in  force,  but  we  would  give 
the  privilege  of  going  into  the  third  class  to  those  offices  where  the 
aggregate  cancellations  were  sufficient  to  indicate  that  their  business 
entitled  them  to  the  third-class  privilege  throughout  the  year. 

Mr.  Hitchcock.  I  am  afraid  that  I  do  not  understand  what  your 
plan  is. 

Mr.  Stafford.  The  matter  that  I  suggested  was  called  to  the  at- 
tention of  the  chief  clerk  last  year,  and  as  I  remember  it,  he  said 
that  there  would  be  no  objection  if  we  raised  the  limit  to  $1,200 
instead  of  $1,000. 

Mr.  Hitchcock.  Do  you  mean  to  increase  the  compensation  of 
the  postmasters 

Mr.  Stafford.  I  only  intended  to  increase  the  limit  that  is  now 
required.  Your  amenament  is  $1,000.  Now,  if  the  cancellations 
would  aggregate,  say,  $1,200,  in  that  emergency,  regardless  of 
whether  the  returns  were  $250  in  each  successive  four  quarters,  they 
then  should  be  enough  to  make  the  office  a  third-class  office. 

Mr.  FiNLEY.  Does  not  your  proposition  involve  an  alternative  re- 
quirement for  the  fourth-class  office  to  become  a  third-class  office  ? 

Mr.  Hitchcock.  I  understand  it  as  such.  It  means  that  in  some 
cases  a  fourth-class  office  would  advance  to  the  third-class  when  the 
postmaster's  salary  reached  $1,000,  and  in  some  cases  when  it  reached 
$1,200. 

Mr.  Stafford.  There  are  instances  at  the  present  time  where  their 
allowances  would  run  up  to  more  than  $1,200,  and  yet  they  are 
obliged  to  remrin  in  the  fourth  class;  and  we  would  provide  for 
those  exceptional  cases  which  you  set  forth  in  your  report  as  a  basis 
for  this  change  and  not  alter  the  present  standard,  which  is  not  at 
fault  in  the  majoritv  of  cases. 

Mr.  Hitchcock,  fiut  as  I  suggested  a  moment  ago,  you  would  have 
to  distinguish  between  the  fourth-class  offices  that  show  unusuil  con- 
ditions and  the  fourth-class  offices  that  show  nonnal  conditions. 
Sometimes  a  fourth-class  office  grows  rapidly  throughout  the  year. 

Mr.  Stafford.  As  soon  as  it  would  be  turned  into  the  grade  of 
third  class  it  would  of  necessity  be  based  upon  sales,  and  would  re- 
main in  the  third  class.  My  suggestion  was  based  upon  an  amend- 
ment to  the  present  law,  only  providing  for  exceptional  conditions 
which  you  suggest  in  your  report. 
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Mr.  Hedge.  Let  me  make  a  suggestion  there.  Why  not  let  the  law 
remain  as  it  is,  with  this  further  provision,  that  if  in  any  office  in  the 
course  of  four  quarters — carrying  out  your  idea — the  compensation 
of  the  postmaster  shall  amount  to,  say  $1,200,  and  his  cancellations 
amount  to  $2,000,  then  it  should  be  advanced.  That  will  keep  the 
law  as  it  now  is. 

Mr.  Fin  LEY.  That  is  the  amendment  that  the  Department  offered. 

The  Chairman.  I  think  Mr.  Hedge's  idea  is  worthy  of  consider- 
ation. 

Mr.  Stafford.  You  are  carrying  out  my  idea. 

The  Chairman.  You  are  carrying  out  Mr.  Hitchcock's  idea  of  easy 
readjustment.  Let  the  present  law  remain  as  it  is  and  simply  add 
the  proviso  that  whenever  a  fourth-class  office  shall,  during  the  four 
quarters  of  a  calendar  year  reach  the  sum  of  $1,000,  exclusive  of  com- 
missions or  money  orders,  and  shall  reach  the  gross  receipts  of  $1,900, 
then  it  shall  pass  to  the  third  class. 

Mr.  Hedge.  I  mean  that,  with  this  difference,  that  you  enlarge  the 
sum.  Some  agreement  may  be  reached  here.  Mr.  Stafford  thinks 
it  ought  to  be  increased  to  $2,000  instead  of  $1,900,  and  proposes 
$1,200  instead  of  $1,000.  But  my  suggestion  was  that  you  might  let 
the  present  law  remain  as  it  is,  and  then  provide  for  these  somewhat 
exceptional  cases  by  some  such  provision  as  I  have  referred  to,  allow- 
ing them  to  come  in  if  their  year's  business  amounts  to,  say  $1,200, 
for  the  postmaster  exclusive  of  commissions,  and  his  cancellations 
amount  to  $2,000.  This  would  make  it  a  little  bit  larger  than  the 
present  law  for  those  exceptional  cases. 

Mr.  Hitchcock.  If  I  understand  Mr.  Stafford's  suggestion,  it  is 
that  we  provide  for  the  advancement  of  an  office  to  the  third  class 
when  the  salary  of  the  postmaster  reached  $1,200  regardless  of  the 
present  requirement  that  the  salary  shall  be  equal  to  $250  for  each 
of  four  successive  quarters.    Is  that  it  ? 

.Mr.  Stafford.  Yes,  sir.  The  total  receipts  should  be  enlarged  over 
the  amount  named  in  your  present  amendment  so  as  to  provide  for 
those  exceptional  cases. 

Mr.  FiNLEY.  How  would  that  affect  the  salaries  paid  to  those  post- 
masters who  would  be  brought  up  in  that  way  in  the  interim? 

Mr.  Stafford.  As  soon  as  these  offices  showed  that  their  gross  re- 
ceipts equaled  that  amount  for  the  entire  four  quarters,  thfen  they 
would  be  advanced  to  the  third  class  and  their  pay  would  be  based 
upon  sales  of  stamps  instead  of  cancellations,  and  continue  in  that 
grade  so  long  as  they  sold  the  amount  of  stamps  necessary,  as  at 
present. 

Mr.  FiNLEY.  That  would  be  more  advantageous  to  the  Government 
than  the  amendment  offered  here. 

Mr.  Stafford.  Yes;  and  al«o  would  cure  the  difficulty  which  Mr. 
Hitchcock  set  forth  in  his  report — of  there  being  some  offices  where 
the  amount  of  gross  receipts  are  away  in  excess  of  $1,900,  but  for 
one  poor  or  two  poor  quarters  they  are  short  of  the  $250  sufficient  to 
bring  them  into  the  third  class.  . 

Mr.  Hitchcock.  It  occurs  to  me,  however,  that  your  plan  woiild 
still  work  an  injustice  to  the  fourth-class  postmaster,  because  from 
the  time  when  his  office  was  entitled  to  $1,000  under  my  amendment 
to  the  time  when  it  would  be  entitled  to  $1,200  under  your  plan  he 
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would  be  receiving  less  salary  than  he  is  really  entitled  to,  consider- 
ing the  total  amount  of  business  handled  at  his  office. 

Mr.  Stafford.  He  is  receiving  less  to-day,  is  he  not,  according  to 
your  idea  of  what  he  is  entitled  to? 

Mr.  Hitchcock.  That  is  the  injustice  we  wish  to  correct  by  this 
amendment. 

Mr.  Staf1'X)rd.  There  is  a  difference  of  opinion.  I  claim  that  he  is 
only  in  rare  instances  receiving  less  than  he  is  entitled  to,  because  he 
is  doing  the  work  in  less  time  than  those  postmasters  where  the  work 
is  scattered  more  evenly  over  the  four  quarters. 

Mr.  Hitchcock.  As  a  matter  of  fact,  Mr.  Stafford,  it  seems  to 
me  that  instead  of  less  time  it  really  requires  more  time  when  the 
work  is  heavier  at  one  season  of  the  year  than  at  another — ^as  at 
summer  and  winter  resorts — because  as  a  rule  the  postmaster  is  not 
only  short-handed  at  such  periods,  but  he  has  to  keep  his  office  open 
longer  hours.  At  the  same  time,  he  has  to  keep  his  office  open  through 
the  entire  year  the  number  of  hours  prescribed  by  the  Department. 

Mr.  Stafford.  Have  you  received  complaint  from  postmasters  at 
those  offices  where  those  conditions  prevail  ? 

Mr.  Hitchcock.  We  have  received  numerous  complaints. 

Mr.  Stafford.  I  have  in  mind  instances  where  those  conditions 
prevail,  and  the  postmaster  is  receiving  his  full  quota  and  is  quite 
satisfied  that  he  is  receiving  sufficient  for  the  work  that  is  done. 

Mr.  HiTciK  ock.  I  am  ^ad  to  hear  of  such  a  case,  because  there 
are  so  many  other  cases  where  the  opposite  condition  prevails. 

Mr.  Stafford.  And  I  can  realize  how  there  maj  be  exceptional 
conditions  where  the  cancellation  may  be  extraordinary  during  the 
summer  season,  which  would  justify  us  in  putting  them  in  the  third 
class. 

Mr.  Hitchcock.  As  a  matter  of  fact,  we  are  constantly  receiving 
complaints  from  such  offices,  not  only  from  the  postmaster's  them- 
selves, but  also  from  the  patrons  of  the  offices,  because  the  service  is 
not  up  to  the  proper  standard.  The  postmasters  are  not  paid  enough 
money  to  provide  efficient  service. 

Mr.  FiNLEr.  Because  it  is  a  fourth-class  office  you  can  not  make 
proper  provision  for  that  ?         '  • 

Mr.  Hitchcock.  Thei-e  is  no  way  under  the  present  law  in  which 
we  can  meet  such  conditions. 

Mr.  FiNi-EY.  That  is  my  understanding  of  the  present  law. 

assistant  postmasters. 

The  Chairman.  Mr.  Hitchcock,  for  the  current  fiscal  year  you 
recommended  no  increase  of  appropriation  for  assistant  postmasters, 
but  for  the  next  fiscal  year  you  recommend  increases  amounting  to 
7.12  per  cent.  What  has  given  occasion  to  so  large  an  increase  this 
year,  in  view  of  no  increase  last  year? 

Mr.  Hitchcock.  The  growth  of  the  postal  business 

The  Chairman.  You  do  not  mean  to  say  that  the  per  cent  of  in- 
crease of  postal  business  is  7.12  per  .cent  nigher  this  year  than  last 
year  ? 

Mr.  Hitchcock.  I  was  speaking  in  general.  The  growth  of  the 
postal  business  is  one  of  the  main  factors. 

The  Chairman.  Do  you  not  arrive  at  that  rather  from  this  situa- 
tion: That  while  the  law  permits  compensation  to  assistant  post- 
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masters  equal  to  50  per  cent  of  the  postmaster's  compensation,  they 
do  not  receive  it  in  all  cases;  and  have  you  not  been  somewhat 
influenced  by  the  desire  to  enlarge  the  number  of  those  who  may 
receive  the  full  50  per  cent  of  the  postmaster's  compensation  ? 

Mr.  Hitchcock.  That  was  the  purpose. 

The  Chairman.  Then  it  was  not  entirely  due  to  the  growth  of 
the  service? 

Mr.  Hitchcock.  I  w^as  about  to  explain  that  there  were  two 
reasons. 

The  Chairman.  If  you  have  any  explanation  to  make  with  refer- 
ence to  that  estimate,  you  may  do  so  at  this  point. 

Mr.  Hitchcock.  In  line  with  what  you  have  just  stated,  I  would 
like  to  mention  some  of  the  offices  at  which  the  assistant  postmaster 
ought  to  receive  the  maximum,  that  is,  50  per  cent  of  the  salary  of 
the  postmaster,  in  order  that  they  may  have  the  same  compensation 
as  that  received  at  similar  offices. 

Mr.  Snapp.  Do  you  mean  by  thai  equalize  the  different  offices? 

Mr.   Hitchcock.  In   order  to  equalize   the   salaries.     Under  the 

f)resent  appropriation,  for  example,  the  assistant  postmaster  at  Co- 
umbus,  Ohio,  receives  only  $2,500,  although  he  is  in  the  $3,000  cla&s. 
While  assistant  postmasters  at  offices  doing  a  similar  amount  of 
business  are  receiving  $3,000,  it  is  impossible  under  the  appropria- 
tion for  the  current  year  to  raise  his  salary. 

The  Chairman.  1  would  suggest  that  members  of  the  committee 
will  observe  on  page  0  of  the  skeleton  bill  a  table  which  has  been 
arranged  of  the  compensation  under  the  current  law,  and  the  change 
which  would  be  effected  by  the  Fii-st  Assistant  Postmaster-General's 
recommendations. 

Mr.  Snapp.  Does  that  mean  that  the  postmaster's  salary  at  Colum- 
bus. Ohio,  is  $6,000? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Can  you  take  that  table  on  page  6  and  indicate 
the  offices  which  would  be  benefited  by  this  recommendation?  You 
have  one  from  $2,000  to  $2,500.     ^Tiat'office  is  that  ? 

Mr.  Hitchcock.  Seattle,  Wash.;  Memphis,  Tenn.,  and  Portland, 
Oreg. 

The  Chairman.  From  $2,000  to  $2,500? 

Mr.  Hitchcock.  And  Richmond,  Va..  will  go  into  the  $2,500  class. 

The  Chairman.  That  is  to  sav,  the  postmaster  will  go  into  the 
$5,000  class? 

Mr.  Hitchcock.  Yes,  sir;  I  am  speaking  of  the  salaries  of  assistant 
postmasters,  however. 

The  Chairman.  At  the  full  50  per  cent.  But  your  recommenda- 
tion covers  but  one  increase  of  assistant  postmavSter  from  $2,000  to 
$2,500.  The  law  now  authorizes  five  such  salaries,  and  your  recom- 
mendation provides  for  six. 

Mr.  Hitchcock.  I  understand  that,  but  T  overlooked  one  point. 
Two  go  up  from  the  $2,500  class. 

The  Chairman.  Then  it  w^ould  reduce  the  number,  and  that  would 
admit  of  three  going  from  $2,000  to  $2,500. 

Mr.  Hitchcock.  Precisely. 

The  Chairman.  As  that  would  make  a  rather  elaborate  explana- 
tion, possibly  it  might  be  well  for  you  to  put  that  in  the  shape  of  a 
letter. 
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Mr.  IIiTciicorK.  I  shall  be  glad  to  send  vou  a  letter  in  regard  to 
ihat. 

The  Chairman.  I  would  suggest  that  you  furnish  the  committee 
with  information  concerning  the  offices  which  will  be  benefited  by 
this  proposed  increase  for  the  assistant  postmasters. 

Mr.  HiTriH'ocK.  I  have  a  full  statement  here. 

l*osT-OrFR'K  Department. 
First  Assistant  Postmaster-General. 

Washififftoti,  January  8.  1907. 

Hon.  Jesse  Ovehstreet, 

Cltainnan  Committee  on  the  rost-Offiec  and  Post-Roadn, 

House  of  Representativvfi. 

My  Dear  Sir:  In  eomplianoe  with  the  request  made  by  yoiir  committee  at 
to-day's  hearing,  I  beg  to  state  that  assistant  i)Ostniasters  at  first-class  offices 
now  receiving  less  than  the  maximum  compensation  will  be  advanced  under  the 
appropriation  estimated  for  by  the  Department  as  follows : 

From  $2,500  to  $3,000,  Columbus,  Ohio. 

From  $1,000  to  $2.0CX),  Portland,  Oreg. ;  Memphis.  Tenn. 

From  $1,800  to  $1,9(H),  Worcester,  Mass. 

From  $1,(500  to  $1,700,  Montgomery.  Ala. ;  Jacitson.  Mich. ;  Oklahoma,  Okln. 

From  $1,400  to  $1,500,  National  Stock  Yards,  111.;  Muscogee.  Ind  T. ; 
Oswego,  N.  Y. :  Lebanon,  Pa. ;  Pottsville,  Pa. ;  South  Bethlehem,  Pa. ;  Newport 
News,  Va. ;  Petersburg.  Va. :  Norristown.  Pa. 

At  second-class  offices  fifteen  assistant  postmasters  will  be  advanced  from 
$1,200  to  $1,300  and  thirty-flve  from  $1,100  to  $1.20r». 

If  the  receii)ts  continue  to  increase  at  the  present  rate  certain  first-i'lass  offices 
will  be  advanced  in  such  manner  on  the  1st  of  July  next  as  to  increase  the 
maxinuim  compensation  of  assistant  postmasters  as  follows: 

From  $2,500  to  $3,0(M).  Providence,  ){.  1. 

From  $2,000  to  $2,5(K),  Seattle.  Wash. ;  Kichmond.  Va. 

From  $1,0(K)  to  $2,500,  ^femphis,  Tenn.:  Portland.  Oreg. 

From  $1,000  to  $2,000.  Dallas.  Tex.:  Dayton.  Ohio;  Hartford,  C.'onn. ;  Nash- 
ville. Tenn. 

From  $1,800  to  $1,9(J0,  Worcester.  Mass. 

As  it  is  imiwssible  to  predict  how  many  offices  will  be  advanced  in  grade  on 
the  1st  of  .Tuly  next,  the  exact  numl)er  of  positions  necessary  in  tlie  several 
grades  of  siilaries  provided  for  assistant  postmasters  can  not  be  determined  at 
tlie  present  time.  Change^  in  the  rate  of  growth  sometimes  upst^t  all  calcula- 
tions in  this  resi)ect  and  now  and  then  unexpected  decreases  occur  that  n(»ces- 
sitate  a  reduction  of  the  compensation  for  assistant  jK>stmasters.  For  this 
reason  a  sufficient  number  of  positions  should  be  allowed  in  each  grade  to  jierinit 
H  ready  adjustment  of  tlie  salaries  affected. 

If  the  amount  estimated  for  l>y  the  Department  is  appropriated,  increase's  in 
the  salaries  of  assistant  r)ostniasters  will  i>e  iK)ssible.  as  follows: 

2  promotions  from __.    $2.  500  to  $:J.  ( rtX) 

2  promotions  from 2,(KK)to  2.  ."^OO 

2  promotions  from l.OOOto  2,."»(»<» 

.'i  promotions  from l.OOOto  2.(K{0 

7  proniotirms  from 1.800  to  1.9(¥) 

10  promotions  from l.TOOto  1.8«Ki 

15  promotions  from l,fiOOto  1.700 

15  promotions  from . l..')00to  l.iiOO 

45  promotions  from 1.400to  1.500 

50  promotions  from ._! 1.300  to  1,4(»0 

00  promotions  fnmi _ 1.20<ito  l,:i<M) 

i:U)  promotions  from    .     l,I00to  1.200 

130  promotions  from __   ._ l.lKXlto  1.  HK> 

42  promotions  from _  9<Xl  to  l.(HH» 

(K>  promotions  from 800  to  00f» 

12  promotions  from  __     .. 700  tn  8«M> 

Very  respectfully, 

F.    H.   HlTClKOCK. 

l^'irst  Axsistant  PofttmaMtrr-Ofncrul. 


POST-OFFICE   APPROPRIATION    BILL.  35 

The  Chairman.  I  would  like  to  call  the  attention  of  the  committee 
to  two  letters  under  date  of  December  7,  lOOO,  one  recommending  an 
increase  for  the  assistant  postmaster  at  Chicago  and  the  other  for  the 
assistant  postmaster  at  New  York  City,  and  give  Mr.  Hitchcock  an 
opportunity  to  explain,  if  he  cares  to,  with  reference  to  the  increase 
in  those  salaries,  which  are  now  by  special  act  $3,500.  He  recom- 
mends that  both  be  advanced  to  $4,000,  which  is  50  per  cent  of  the 
salary  of  the  postmasters  at  Chicago  and  New  York,  respectively. 
Mr.  Hitchcock.  I  am  strongly  in  favor  of  that  change. 
The  Chairman.  These  letters  I  will  read  first  and  insert  in  the 
record  for  the  information  of  the  committee. 

(F'ollowing  are  the  letters  referred  to,  which  were  read  by  the 
chairman:) 

Post-Office  Depabtment, 
Office  of  the  Postmasteb-Genebal. 

Washington,  D.  C,  December  7,  1906. 
Hon.  Jesse  Ovebstiseet. 

Chairman  Committee  on  the  Poat-Offlce  and  Post-Roads, 

House  of  Representatives, 
My  Dkab  Sib  :  I  have  the  honor  to  recommend  thsit  the  salary  of  the  assistant 
postmaster  at  New  York,  N.  Y.,  be  fixed  at  $4,000  per  annum  in  the  appropria- 
tion act  for  the  next  fiscal  year.  The  act  of  2klarch  2,  1889,  provides  that  the 
salary  of  the  assistant  postmaster  at  a  first-class  office  shall  not  exceed  50 
per  cent  of  the  salary  of  the  postmaster,  graded  in  even  hundreds  of  dollars 
from  $1,500  to  $3,000  per  annum,  except  at  New  York,  N.  Y.,  where  the  salary 
shall  he  $3,500  jier  annum. 

The  gross  recei])ts  of  the  New  York  post-office  for  the  last  fiscal  year 
amounted  to  $10,9.94,452.23,  the  salary  of  the  postmaster  being  $8,000.  There 
are  2,752  clerks  assigned  to  the  New  York  i)ost-off1ce  and  2,083  carriers.  In 
view  of  the  enormous  receipts  and  the  large  numl)er  of  employees  it  is  believed 
that  a  salary  of  $4,000  for  the  i)osition  of  nssl.stant  postmaster  at  New  York 
should  be  allowed. 

Respectfully,  Geo.  B.  Cobtelyou, 

Office  of  ruF.  Postmasteb-Genebal, 

Postmaster-Oeneral. 


Post-Office  Department. 
Office  of  the  Postmasteb-Genebal. 

Washingtfm,  I).  C.  Deeemher  7,  /.9«6*. 
Hon.  Jhsse  Ovebstbekt, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 
My  Deab  Sib  :  I  have  the  honor  to  recommend  that  the  salary  of  the  assistant 
postmaster  at  Chicago,  111.,  be  fixed  at  ,$4,000  per  annum  in  the  api)rnpriation 
act  for  the  next  fiscal  year.  The  act  of  March  2,  1889,  provides  that  the  salary 
of  the  as.sistant  i)ostmastcr  at  a  first-class  office  shall  not  exceed  50  per  cent 
of  the  salary  of  the  postmaster,  graded  in  even  hundreds  of  dollars  from  $1,500 
to  $3,000  per  annum,  except  at  New  York.  N.  Y.,  where  the  salary  shall  be  $3,500 
per  annum. 

The  gross  receipts  of  the  Chicago  post-office  for  the  last  fiscal  year  amounted 
to  $12,878,198.37,  the  salary  of  the  postmaster  being  $8,000.  There  are  2,739 
clerks  assigned  to  tlie  Chicago  ofllce  and  1,()19  carriers.  In  view  of  the  enor 
mous  receipts  and  the  large  number  of  employees  it  is  believed  that  a  salary  of 
$4.0(K)  for  the  position  of  assistant  postmaster  at  Chicago  should  be  allowed. 
Respectfully, 

Geo.  B.  Cobtelyou, 
Postmaster-General, 

Mr.  Snapp.  Your  estimate  for  compensation  to  assistant  post- 
masters at  first  and  second  class  post-offices  contemplates  .a  com- 
pensation to  each  deputy  postmaster  of  the  largest  amount  permitted 
DV  law. 
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Mr.  Hitchcock.  Excepting  in  the  smaller  second-dass  offices.  The 
Department  does  not  allow  tne  maximum  in  the  smaller  second-class 
offices.  It  has  been  the  custom  to  allow  $700,  $800,  and  $900  for 
the  assistant  postmasters  in  the  smaller  second-class  offices,  according 
to  the  receipts  of  those  offices,  but  in  the  larger  second-class  offices, 
and  in  all  first-class  offices,  the  salaries  of  assistant  postmasters 
ought  to  be  50  per  cent  of  the  salaries  of  the  postmasters. 

Mr.  Snapp.  And  you  provide  for  that  in  this  estimate? 

Mr.  Hitchcock.  This  estimate  will  make  it  possible  to  grant  50 
per  cent  of  the  salaries  of  tlie  postmasters  to  assistant  postmasters 
m  at  least  all  first-class  offices.  I  should  say  there  are  something 
over  100  offices  representing  cases  similar  to  that  I  have  just  men- 
tioned at  Columbus,  Ohio,  where  the  assistant  is  receiving  less  than 
the  maximum.  These  cases  cause  us  considerable  annoyance  at  the 
Department,  because  tlie  assistants  feel  that  they  are  entitled  to  the 
maximum  when  it  is  the  prevailing  salary  in  other  offices  of  equal 
rank.  Thev  are  constantly  applying  to  have  their  salaries  advanced 
to  the  usual  rate.  They  naturally  consider  it  an  injustice  when  they 
receive  less  than  other  assistant  postmasters  are  getting  all  over  the 
country  in  offices  of  the  same  size. 

Mr.  Snapp.  In  recommending  this  estimate,  which  would  enable 
you  to  make  promotions  in  salaries  of  certain  deputy  postmasters, 
do  you  take  into  consideration  at  all  the  efficiency  of  each  deputy 
when  you  compare  the  salary  of  one  deputy  in  one  office  with  the 
salary  of  a  deputy  in  another  office  ? 

Mr.  Hitchcock.  We  don't  take  into  consideration  the  efficiency  of 
the  deputy  postmaster  any  more  than  we  do  the  efficiency  of  the  post- 
master himself.  The  salary  of  the  assistant  is  determined  in  the  same 
way,  theoretically,  as  the  salary  of  the  postmaster.  We  assume  that 
if  a  man  is  competent  to  hold  the  position  of  assistant  postmaster 
at  any  first  or  second  class  post-office,  excepting  the  smaller  second- 
class  offices,  he  is  entitled  to  receive  at  least  50  per  cent  of  the  amount 
of  salary  given  the  postmaster. 

The  Chairman.  Tlien  your  view,  if  I  understand  you,  is  that  tlie 
law  ought  to  be  mandatory  rather  than  discretionary  1 

Mr.  Hitchcock.  I  believe  it  would  be  better,  Mr.  Chairman,  as  re- 
gards the  first-class  offices  and  the  larger  second-class  offices.  There 
IS  a .  special  reason,  as  you  know,  for  following  a  different  plan  as 
regards  the  assistant  postmasters  in  the  smaller  second-class  offices. 

The  Chairman.  Particularly  those  that  have  just  ripened  into 
the  second  class  ? 

Mr.  Hitchcock.  Yes.  As  a  rule,  the  assistants  who  are  employed 
in  the  third-class  offices  receive  smaller  salaries  than  the  Depart- 
ment under  its  present  practice  is  now  giving  assistant  postmasters 
in  the  new  second-class  offices.  It  would  be  a  considerable  increase 
in  their  compensation  to  give  them  the  maximum  salary  as  soon  as 
their  offices  are  advanced  to  the  second  class. 

The  Chairman.  A  clerk  w^ho  is  getting  $1,100  in  a  third-class  office 
which  ripens  into  a  second  class,  might  go  down  to  $1,000  at  60  per 
cent  of  the  postmaster's  salary  ? 

Mr.  HiTciiciM'K.  As  a  measure  of  economy,  it  is  possible  to  withhold 
the  maximum  in  such  cases. 

The  Chairman.  Does  not  the  same  rule  apply  where  an  office  of  the 
first  class  increases  in  receipts  so  as  to  entitle  the  postmaster  to  $5,000, 
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and  that  possibly  at  the  beginning  his  assistant  would  not  necessarily 
deserve  50  per  cent  of  that  salary?  WTiy  does  not  the  same  rule 
apply  in  the  higher  offices  immediately  upon  their  ripening  into 
conditions  which  entitle  the  postmaster  to  an  increase? 

Mr.  Hitchcock.  Because  there  is  no  such  line  of  demarkation  be- 
tween the  first-class  and  the  second-class  offices  as  there  is  between 
the  second-class  and  the  third-class  offices. 

The  Chairman.   Yes;  I  think  that  is  true  as  to  that  degree. 

Mr.  Hitchcock.  As  a  matter  of  fact,  if  we  can  increase  the  allow- 
ances for  clerk  hire  in  third-class  offices,  as  I  think  they  ought  to  be 
increased^  so  as  to  provide  more  efficient  help  in  those  offices,  the  pres- 
ent practice  of  the  Department  would  be  unwise.  It  is  my  judgment 
that  the  clerks  in  the  third-class  offices  that  are  about  to  advance  into 
the  second  class  ought  to  receive  better  compensation.  They  ought 
to  be  a  better  type  of  employee. 

Mr.  Stafford.  But  you  have  no  control  over  the  character  of  those 
employees,  because  it  is  merely  an  allowance,  and  they  are  appointed 
by  the  postmaster  regardless  of  the  wish  of  the  Post-Office  Depart- 
ment; and  the  postmaster  may  use  that  allowance  in  the  employment 
of  clerks  at  three,  four,  or  two  hundred  dollars  a  year  and  make  dis- 
tribution as  he  see.s  fit. 

The  Chairman.  We  might  make  allowances  to  such  a  postmaster 
of  $400,  and  he  would  not  use  but  $250  of  it  for  a  clerk,  and  he  might 
take  it  and  not  hire  anybody. 

Mr.  FiNLEY.  AMiat  would  he  do  with  the  money? 

The  Chairman.  This  is  a  direct  appropriation  to  the  postmaster 
himself,  and  he  can  us(»  it  or  not  use  it. 

Mr.  Hitchcock.  Are  you  not  under  a  misapprehension  about  that? 
The  clerk-hire  allowance  must  be  expended  and  proper  vouchers  fur- 
nished. 

Mr.  Stafford.  The  allowance  is  made  direct  to  the  postmaster,  and 
virtually  when  we  make  that  allowance  it  is  to  increase  his  salary — 
leaving  it  to  him,  as  had  been  the  practice  before  in  all  those  higher 
^ade  offices,  to  compensate  him  for  the  clerks  he  actually  requires 
in  the  service.  It  was  the  original  idea  as  to  allowances  for  com- 
pensation to  third-class  postmasters,  that  it  should  be  sufficient  and 
adequate  for  him  to  pay  for  all  the  clerical  Avork  necessary  in  those 
offices. 

Mr.  FiNLEY.  But  he  must  pay? 

Mr.  Stafford.  No  matter  what  salary  or  how  much  it  may  be  ? 

Mr.  ITitchco(^k.  It  is  true  that  he  can  adjust  the  salaries,  so  long 
as  he  does  not  exceed  the  amount  allowed,  but  he  can  not  retain  any 
of  that  allow^ance  unless  it  is  actually  expended  for  the  purpose 
intended. 

The  Chairman.  So  far  as  the  law  is  concerned,  I  think  you  are 
mistaken  and  Mr.  Stafford  is  right:  so  far  as  the  regulations  are  con- 
cerned, I  imagine  you  are  entirely  correct,  Mr.  Hitchcock.  The  lan- 
guage of  the  law  is:  '*  For  allowance  to  third-class  post-offices  to 
cover  the  (rost  of  clerical  service,"  so  much  money.  Now,  under  that 
you  can  allow  these  various  sums  indicated  in  the  statute  to  the  offices 
to  cover  the  cost  of  clerical  service,  and  the  postmaster  himself 
adjusts  those  among  the  various  employees,  provided  that  no  allow- 
ance in  excess  of  $200  shall  be  made  where  the  salary  of  the  post- 
master is  $1,000,  the  maximum  l^ing  $400  where  the  salary  or  the 
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postmaster  is  $1,000.  Supposing  you  allow  under  that  law  $400  to 
a  postmaster  whose  salary  is  $1,600  or  more  to  cover  the  cost  of 
clerical  service,  he  can  hire  four  clerks  at  $100  apiece,  or  one  clerk 
at  $400. 

Mr.  HiTCJHCocK.  That  is  very  ti'ue. 

The  Chairman.  But  so  far  as  what  the  individual  clerk  gets  the 
Post-OfBce  Department  has  no  control,  therefore  the  increase  of  that 
amount  would  not  answer  your  suggestion  that  you  would  necessarily 
by  that  increase  obtain  the  services  of  a  more  efficient  clerk.  So  that 
I  think  Mr.  Stafford  was  right  in  his  statement. 

Mr.  Stafford.  Your  recommendation  would  amount  to  a  very  rad- 
ical departure  from  the  plans  of  the  Post-Office  Department  m  de- 
termining the  character  of  the  clerks  and  providing  for  their  pay 
directly.  You  stated  a  few  moments  ago  that  you  desired  a  higher 
grade  of  efficiency  in  the  clerks  in  the  third-class  officas.  It  is  beyond 
the  control  of  the  Department,  as  to  the  efficiency  of  those  clerks,  pro- 
viding the  grade  of  work  done  in  the  office  is  satisfactory  to  the  De- 
partment. 

Mr.  Hitchcock.  Isn't  that  exactly  the  point  ?    We  can  govern  that. 

Mr.  Stafford.  You  have  no  authority  under  existing  law  to  re- 
quire third-class  postmasters  to  hire  a  clerk  at  $600,  or  even  at  $400. 

Mr.  Hitchcock.  But  we  have  authority  to  require  him  to  employ 
efficient  help ;  we  have  authority  to  require  him  to  remove  from  the 
office  any  inefficient  employee. 

Mr.  Stafi-x^rd.  Do  you  mean  to  say  that  the  Department  should 
take  upon  itself  the  right  to  scrutinize  the  character  of  help,  and  by 
so  doing  you  can  get  efficient  help  for  $200  a  year  in  an  omce  of  the 
third-class? 

Mr.  Hitchcock.  I  believe  it  is  not  only  our  right,  but  our  duty  to 
do  that,  and  we  are  constantly  doing  it. 

Mr.  Stafjxird.  I  would  like  to  have  you  give  me  the  number  of 
assistant  postmasters  who  are  now  in  the  respective  grades,  not  those 
that  are  now  appropriated  for  for  1908,  but  those  actually  in  the 
service,  at  the  respective  salaries;  and  at  as  late  a  date  as  possible, 

Mr.  Hitchcock.  The  total  number  actually  employed  is  1,717,  in 
the  following  grades : 

58  in  tlie  $7(50  grade.  1(K)  iu  the  $1,«>0()  grade. 

60  iu  the  $8()()  grade.  55  In  the  $1,700  grade. 

42  In  the  $1K)0  grade.  17  in  the  .$1,800  grade. 

250  In  tlie  .$1.()(K)  grade.  12  In  the  $1,9()0  grade. 

340  in  the  $1,100  grade.  2  in  the  $2,000  grade. 

350  in  the  $1,200  grade.  4  iu  the  $2,500  grade. 

210  iu  the  $1,:UH)  grade.  25  In  tlie  $:J,(M)0  grade. 

100  in  the  $1,400  grade.  2  in  the  $.%50r)  grade. 
90  in  the  $1,500  grade. 

The  last  two  mentioned  are  the  assistant  postmasters  at  New  Yorlc 
and  Chicago. 

Air.  Stafford.  Why  do  you  recommend  the  discontinuance  of  the 
58  in  the  $700  grade  ?"  ' 

Mr.  HiTciK'ocK.  I  recommend  that  in  order  to  be  in  harmony  with 
the  new  classification  of  employees  suggested  in  my  report. 

Mr.  Stafford.  What  recommendation  do  you  spjBcifically  refer  to, 
of  providing  for  higher  allowance  of  $600  to  third-class  postmas- 
ters and  thos(»  of  the  higher  grades? 
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The  Chairman.  He  says  to  be  in  harmony  with  his  recommenda- 
tions. I  imagine  what  he  means  is  that,  inasmuch  as  he  recommends 
a  discontinuance  of  any  chiss  of  $700  clerks  or  carriers,  in  order  to 
be  in  harmony  with  that  method  of  classification  he  recommends  a 
discontinuance  of  the  $700  classification  in  the  assistant  postmasters. 

Mr.  Snapp.  In  what  class  of  office  are  those  employed? 

Mr.  Hitchcock.  At  the  small  second-class  post-offices. 

Mr.  Stafford.  As  I  read  his  report  I  thought  it  was  due  to  recom- 
mendation for  increased  allow^ance  in  the  higher  third-class  post- 
offices  from  $400  to  $600,  and  that  therefore  there  should  be  a  corre- 
sponding raise  to  $800  for  assistant  postmasters  in  the  lowest  grade. 

Mr.  Hitchcock.  The  reason  why  I  made  the  recommendation  for 
the  omission  of  the  $700  grade  in  assistant  postmasters  is  because,  if 
we  continue  that  grade  under  the  proposed  classification,  we  shall 
have  assistant  postmastei^i  in  certain  offices  drawing  smaller  salaries 
than  clerks.  If  you  will  look  on  page  19  of  my  report,  in  the 
second  paragraph  of  the  bill  there  printed,  you  will  find  the  provi- 
sion covering  this  matter. 

•  The  Chairman.  The  classification  recommended  by  you  for  clerks 
and  carriers  in  both  offices  of  the  first  and  second  classes  would  be 
$600,  $800,  $900,  $1,000,  $1,100,  and  $1,200. 

Mr.  Hitchcock.  It  would. 

The  Chairman.  If  you  retain  the  classification  of  $700  for  assist- 
ant postmasters,  it  might  frequently  occur  that  at  a  place  where  the 
assistant  postmaster  receives  but  $700  a  clerk  or  carrier  might  be 
receiving  $800. 

Mr.  Hitchcock.  That  is  it  precisely,  Mr.  Chairman. 

Mr.  Stafford.  The  committee,  when  they  made  this  new  classifi- 
cation of  seven,  eight,  and  nine  hundred  dollars,  wished  to  ease  up 
the  great  difference  between  the  allowance  to  postmasters  of  the  third 
class  when  they  just  ripened  into  the  second  class.  It  was  repre- 
sented by  the  Department  that  it  would  be  better  to  pay  them  a  lower 
salary  and  provide  more  for  clerk  hire  than  to  maJke  the  allowance 
so  large  for  the  assistant  postmaster,  who  previously  had  been  noth- 
ing more  generally  in  the  office  than  a  clerk,  and  that  where  before 
they  were  receiving  three  or  four  hundred  dollars,  it  would  be  too 
radical  a  jump  to  raise  them  to  $1,000,  or  even  $800  or  $900.  You 
haA^e  at  present  58  in  the  $700  grade. 

Mr.  Hitchcock.  That  is  correct. 

Mr.  Stafford.  There  is  nothing  to  prevent  your  continuing  the 
$700  grade,  providing  for  their  promotion  yearly  to  $800,  $900,  or 
$1,000,  as  the  office  ripens  into  the  higher  class? 

Mr.  Hitchcock.  These  58  would  be  promoted  to  $800. 

Mr.  Stafford.  But  if  we  provide  merely  for  the  same  number  by 
providing  for  additional  numbers  in  the  $1,000,  $1,100,  and  $1,200 
grades,  that  would  provide  for  your  promoting  in  salaries  some  of 
those  now  in  the  $700  and  $800  class,  where  tne  work  is  becoming 
greater,  or  where  their  experience  entitles  them  to  a  raise. 

Mr.  Hitchcock.  That  is  all  cared  for  in  the  table  on  page  6  of 
the  committee's  bill. 

Mr.  Snapp.  Then  your  idea  in  making  this  recommendation  is 
practically  to  equalize  salaries  without  regard  to  merit  in  each  par- 
ticular case. 
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Mr.  Hitchcock.  In  each  particular  case  as  regards  assistant  post- 
masters, for  the  reason  that  an  assistant  postmaster  is  a  personal  ap- 
pointee of  the  postmaster,  and  we  hold  nim  responsible  for  the  ap- 
pointment. In  any  case  where  the  assistant  is  inefficient  we  step 
in  and  exercise  our  authority,  requiring  the  postmaster  to  substsitute 
an  efficient  man.     We  are  doing  that  constantly. 

Mr.  Snapp.  I  understood  you  to  say  a  few  moments  ago  that  you 
kept  no  record  of  the  efficiency  of  individual  assistant  postmasters. 

Mr.  Hitchcock.  I  was  not  aware  that  I  made  any  statement  of 
that  kind. 

Mr.  Snapp.  And  this  recommendation  was  made  without  regard 
to  the  efficiency  of  each  particular  assistant,,  but  was  because  the 
assistant  himself  and  his  friends  placed  this  increased  value  upon 
his  services. 

Mr.  Hitchcock.  Wliat  I  meant  was  that  the  method  of  determin- 
ing the  salaries  of  assistants  is  a  fixed  method  and  in  itself  does  not 
depend  upon  individual  efficiency.  '  We  require  the  postmaster  to 
provide  an  efficient  man  as  his  assistant.  We  get  at  it  in  that  way. 
If  inefficiency  is  disclosed,  we  require  a  change. 

Mr.  Snapp.  I  may  be  mistaken  and  chanffe  my  opinion  when  I 
read  your  language  later  on,  but  I  received  uie  impression  that  the 
reason  for  your  recommendation  of  this  equalization  of  salaries  was 
largely  because  the  assistant  postmasters  in  certain  offices  and  their 
friends  were  making  such  a  clamor  that  the  Department  was  in- 
clined to  yield  to  it  without  regard  to  efficiency  or  inquiring  into  the 
efficiency  of  the  individual  assistant  postmaster. 

Mr.  Hitchcock.  I  don't  think  I  gave  that  as  the  reason  for  the 
recommendation.  I  merely  mentioned  it  as  a  disadvantage  of  the 
present  system,  and  it  is  a  decided  disadvantage.  It  takes  a  good 
deal  of  time  and  costs  a  good  deal  of  money  to  answer  the  numerous 
inquiries  in  reference  to  inequalities  in  the  salaries  of  assistant 
postmasters. 

Mr.  Snapp.  In  recommending  the  equalization  of  salaries  of  assist- 
ant postmasters,  say,  at  two  offices,  has  the  Department  entered  into 
an  inquiry  as  to  the  amount  of  work  and  the  value  of  the  services  of 
those  two  assistants,  comparing  one  with  another,  before  making  rec- 
ommendations? 

Mr.  Hitchcock.  We  never  make  an  increase  in  the  salary  of  an 
assistant  postmaster  until  the  question  has  been  submitted  to  the 
postmaster  and  his  recommendation  has  been  received  by  the  Depart- 
ment. We  require  the  postmaster  to  state  whether  or  not,  in  his 
judgment,  the  assistant  is  a  competent  man  and  worthy  of  promotion. 

Mr.  Snapp.  He  will  always,  will  he  not,  state  that  the  assistant 
postmaster  is  entitled  to  the  same  salary  as  the  assistant  postmaster 
m  another  office  where  the  postmaster  is  receiving  the  salary  that 
he  is? 

Mr.  Hitchcock.  He  will  if  he  considers  him  a  competent  man  and 
wishes  to  retain  him. 

The  Chairman.  \Miat  have  you  to  say  about  the  proposed  increase 
in  salaries  of  assistant  postmasters  at  New  York  and  Chicago? 

Mr.  Hitchcock.  Do  you  mean  as  to  the  advisability  ot  carrying 
out  that  recommendation  ? 

The  Chair^ian.  Yes.  What  reason  have  you  to  state  other  than 
the  mere  fact  that  the  postmasters  of  those  two  cities  receive  $8,000? 


POST-OFFICE   APPBOPBIATION    BILL.  41 

Mr.  Hitchcock.  Well,  it  seenis  to  me  that  if  the  position  of  post- 
master at  a  city  like  New  York  or  Chicago  warrants  a  salary  of 
$8,000 — and  I  believe  that  it  does — ^the  position  of  assistant  post- 
master at  such  an  office  certainly  warrants  a  salary  of  $4,000.  The 
assistants  are,  in  a  sen^,  the  general  managers  of  these  great  post- 
offices.  In  both  instances  they  are  men  who  have  come  up  through 
the  service  and  have  held  their  present  positions  for  many  years. 
They  are  exceedingly  valuable  to  the  service  because  of  their  long 
experience. 

Mr.  Stafpord.  You  approve  of  the  policj  of  having  these  lower 
classes  below  the  $1,000  grade  of  those  third-class  offices  that  just 
ripen  into  the  second  class,  and  not  paying  them  the  full  50  per  cent 
of  the  salary  of  the  postmaster  in  those  respective  cases. 

Mr.  Hitchcock.  I  do  under  the  j)resent  plan.  But,  as  I  attempted 
to  say  a  few  moments  ago,  I  beheve  that  more  liberal  allowances 
should  be  made  to  postmasters  in  the  larger  third-class  offices  for  the 
employment  of  clerical  assistants.  I  believe  that  if  they  were  granted 
larger  allowances,  they  would  employ  better  help  and  pay  better 
salaries. 

Mr.  Stafford.  Do  you  consider  in  that  regard  whether  the  post- 
master pays  any  of  his  salary  for  clerical  service,  or  should  have  it 
purely  for  salary  purposes,  and  provide  for  his  clerical  help  by  an 
allowance  from  the  Government? 

Mr.  Hitchcock.  I  think  it  would  be  preferable  to  grant  postmas- 
ters such  allowances  as  would  make  it  possible  for  them  to  provide 
clerical  assistance  out  of  the  allowances. 

Mr.  Stafford.  Should  the  postmaster  provide  anything  oul  of  his 
present  salary  for  clerical  services  in  third-claas  offices? 

Mr.  Hitchcock.  They  are  obliged  to  do  so  almost  universally. 

Mr.  Stafford.  Wasn  t  it  originally  intended  when  that  scale  was 
arranged  that  all  expense  for  clerical  service  in  third-class  offices 
should  be  met  out  of  the  allowances,  and  the  scale  w^as  arranged  cor- 
respondingly at  a  higher  rate  to  provide  for  those  clerical  allowances? 

Mr.  Hitchcock,  t  am  not  aware  what  the  original  purpose  was  in 
establishing  those  allowances,  but  I  assume  that  such  was  the  case. 

Mr.  SxAPP.  To  what  time  do  you  refer,  Mr.  StaflPord? 

Mr.  Stafford.  When  the  scale  was' originally  formed. 

Mr.  Snapp.  When  was   hat? 

Mr.  Stafford.  That  was  back  many  years.  I  am  referring  to  the 
time  when  the  scale  was  originally  put  in  force  as  to  the  salary  for 
third-class  postmasters. 

Mr.  Snapp.  Originally  no  allowance  was  made  to  any  postmaster 
for  clerk  hire.  They  all  received  a  commission,  out  of  which  they 
were  compelled  to  run  their  entire  office. 

Mr.  Stafford.  But  the  commission  was  with  the  idea  that  they 
should  pay  all  the  expenses  in  the  form  of  clerical  hire  out  of  their 
allowances,  and  it  was  raised  necessarily  to  a  higher  limit  than  what 
it  would  have  been  if  the  Government  were  to  pay  directly  for  the 
clerical  expense. 

Mr.  Snapp.  I  do  not  think  so. 

Mr.  Hitchcock.  As  a  matter  of  fact,  the  allowances  for  clerk  hire 
have  not  been  large  enough  to  make  that  j)ossible. 

The  Chairman.  I  would  suggest  that  inquiries  relative  to  allow- 
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ances  for  clerk  hire  in  third-class  offices  be  suspended  until  we  reach 
that  item  in  the  bill. 

Mr^  Stafford.  I  would  like  to  have  an  answer  to  my  original  ques- 
tion, which  led  up  to  this  inquiry,  as  to  whether  Mr.'  Hitchcock  ap- 
proves of  these  lower  classes  of  assistant  postmasters  below  the  grade 
of  $1,000. 

Mr.  Hitchcock.  I  think  they  are  entirely  proper  under  present 
conditions,  for  the  reason  explained  by  the  chairman  some  time  ago. 

Mr.  F'iNLEY.  What  amount  of  money  will  be  necessary  to  give  all 
assistant  postmasters  50  per  cent  of  the  postmaster's  salary  in  second- 
class  offices? 

Mr.  Hitchcock.  That  will  require  a  computation,  and  I  have  not 
the  data  with  me. 

Mr.  FiNLEY.  I  would  like  to  have  it  for  the  first-class  offices  sepa- 
rately, if  it  is  no  trouble. 

The  Chairman.  I  would  suggest  that  you  address  a  letter  giving 
the  answer  for  first-class  offices  and  also  for  second-class  offices. 

Mr.  Hitchcock.  As  I  understand  it,  you  want  to  know  the  total 
amount  that  will  be  necessary  to  compensate  all  the  assistant  post- 
masters at  the  maximum  in  the  second-class  as  well  as  the  first-class 
offices? 

The  Chairman.  Yes;  separating  the  total  of  the  first  from  the 
second  class. 

Adjourned  at  1.30  p.  m. 


Post-Office  Depabtment, 
First  Assistant  Postmasteb-General, 

Washington,  January  8,  1907. 
Hon.  Jesse  Oveestreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 
My  Dear  Sir  :  Complying  with  the  request  made  by  your  committee  at  to-day's 
hearings,  I  transmit  herewith  a  statement  showing  the  amounts  necessary  to 
provide  for  assistant  postmasters  at  offices  of  the  first  and  second  classes, 
respectively,  compensation  equal  to  50  per  cent  of  the  postmaster's  salaries,  or 
as  nearly  50  per  cent  as  practicable  while  grading  the  compensation  of  assist- 
ant postmasters  in  even  hundreds  of  dollars.  The  statement  submitted  shows 
the  number  of  assistant  postmasters  in  the  several  grades  and  the  amount 
necessary  in  each  grade  to  give  the  maximum  compensation.  The  total  appro- 
priation necessary  for  first-class  offices  would  be  $553,500,  or  an  increase  of 
$1$,G00  over  the  amount  now  allowed.  For  second-class  offices  an  appropriation 
of  $1,618,500  would  be  required,  or  $35,100  over  the  amount  now  aUowed.  The 
necessary  increase  over  the  present  appropriation  would  be  $49,000. 
Very  truly,  yours, 

F.  H.  Hitchcock, 
First  Assistant  Postmaster-Oeneral. 
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Nvmber  of  assistant  postmasters  in  the  several  grades  at  first  and  second  class 
offices  and  amounts  necessary  to  compensate  them  at  the  ma^mum  rates. 

AT   FIRST-CLASS   OFFICES. 

99  at  11,500 $148,500 

97  at  $1,600 155.200 

58  at  $1,7(X) 98,600 

16  at  $1,800 28,800 

11  at  $1,900 20,900 

4  at  $2.000 8,000 

3  at  $2,500 . 7,500 

26  at  $3.000 78,000 

2  at  $4,000 8,000 

316 553,500 

Amount  now  allowed 537, 9(X) 

Increase  over  amount  allowed $15,600 

AT    SECONIVCLASS   OFFICES. 

354  at  $1,000 $354,000 

354  at  $1,100 389,400 

376  at  $1,200 451,200 

227  at  $1,300 295,100 

92  at  $1,400 •- 128,800 

1,403 1.618,500 

Amount  now  allowed 1,583,400 

Increase  over  amount  allowed $35, 100 

Total  increase  over  amount  allowed 50,700 

Total  of  maximum  salaries 2,172,000 

Present  appropriation 2,123,000 

Increase  over  present  appropriation 49,000 


Committee  on  the  Post-Officb  and  Post-Roads, 

Wednesday,  Janvary  ,9,  1907. 
Committee  called  to  order  at  10.45  a.  m. 

STATEMENT   OF   HON.    FRANK   H.    HITGHCOGX,   FIKST   ASSISTANT 
FOSTMASTEB-QENERAL— Continued. 

reclassification  of  clerks. 

The  Chairman  (Mr.  Overstreet).  You  have  made  recommendation, 
Mr.  Hitchcock,  for  reclassification  of  clerks  and  carriers  at  first  and 
second  class  offices  which,  if  adopted,  would  materially  change  both 
the  character  of  the  organization,  as  well  as  the  amount  of  pay.  Can 
you  give  the  committee  in  round  numbers  the  amount  that  would  be 
estimated  by  your  Bureau  for  compensation  to  clerks  at  first  and 
second  class  post-offices  if  your  regular  recommendation  should  not 
be  followed?  In  other  words,  have  you  made  an  estimate  based 
exclusively  on  existing  law  in  addition  to  jour  estimate  which  is 
based  upon  your  recommendation  for  reclassification  ? 

Mr.  Hitchcock.  The  estimate  T  submitted  of  an  increase  of  $3,000,- 
000  would  apply  in  either  case,  Mr.  Chairman. 
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The  Chairman.  That  is  to  say,  it  would  require  the  amount  esti- 
mated for  the  fiscal  year  1908,  namely,  $25,700,000,  even  if  the  pres- 
ent method  of  reclassification  were  retainea. 

Mr.  Hitchcock.  I  submit  this  recommendation  for  an  increase  of 
$3,000,000  regardless  of  what  action  you  may  take  on  the  proposed 
bill. 

The  Chairman.  That  is  as  to  the  classification. 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  What  proportion  of  this  increase  of  $3,000,000 
is  due  exclusively  to  increasea  force  on  account  of  increased  business 
and  exclusive  of  increased  salaries? 

Mr.  Hitchcock.  Approximately  $1,000,000. 

The  Chairman.  Ana  $2,000,000,  then,  would  be  aplicable  to  the 
increased  salaries? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  What  have  you  to  say  with  reference  to  the  desig- 
nation of  officials  above  the  compensation  of  $1,200,  which,  I  take  it, 
you  considered  in  your  reclassification?  You  seem  to  drop  a  number 
of  designated  positions. 

Mr.  Hitchcock.  We  have  omitted  a  number  of  designations  that 
seem  to  be  unnecessary,  and  have  also  excluded  from  the  grades 
above  $1,200  the  designation  "  clerk,"  reserving  that  designation 
for  the  grades  from  $600  to  $1,200,  inclusive,  the  same  grades  that 
carry  the  designation  "  carrier."  The  main  purpose  of  dropfjing  the 
designation  "  clerk  "  in  the  gjrades  above  $1,200  was  to  assist  in  plac- 
ing the  clerks  and  the  carriers  on  precisely  the  same  basis  in  the 
proposed  bill. 

Tne  Chairman.  In  other  words,  then,  your  suggestion  embodied 
in  your  recommendation  of  proposed  reclassification  of  these  clerks 
is  to  have  all  employees  receiving  a  compensation  of  $1,200  and  less 
designated  as  ''  clerks,"  at  classes  represented  by  compensation  of 
$600,  $800,  $900,  $1,000,  $1,100,  and  $1,200;  and  then  have  all  posi- 
tions where  the  compensation  exceeds  $1,200  a  year  a  regularly  desig- 
nated position,  and  as  limited  in  number  as  the  character  of  employ- 
ment will  require 

Mr.  Hitchcock.  That  is  exactly  the  plan. 

The  Chairman.  And  the  dropping  of  certain  designations  contem- 
plates, does  it,  the  merging  of  employees  of  similar  salary  to  one  or 
more  designations? 

Mr.  Hitchcock.  Yes,  sir;  the  purpose  is  to  cut  out  unnecessary 
designations. 

The  Chairman.  Does  your  recommendation  for  the  reclassifica- 
tion, including  the  recommendation  for  increases  of  salaries,  con- 
template increases  of  salaries  for  these  designated  places  where  the 
compensation  is  in  excess  of  $1,200,  and,  if  so,  to  what  extent? 

Mr.  Hitchcock.  The  increase  of  $3,000,000,  as  we  have  appor- 
tioned it,  would  provide  for  the  promotion  of  357  such  employees — 
that  is,  employees  in  the  grades  above  $1,200,  the  grades  ranging 
from  $1,300  to>3,200. 

The  Chairman.  Can  you  indicate  to  the  committee  just  those 
positions? 

Mr.  Hitchcock.  The  amount  required  would  be  $39,200. 

The  Chairman.  And  those  increases  would  apply  to  what  desig- 
nations, as  represented  by  the  salaries? 
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Mr.  Hitchcock.  I  have  a  tabular  statement  here  showing  precisely 
what  increases  would  be  made  in  the  grades  from  $1,300  to  $3,200. 

The  Chairman.  Please  state  them. 

Mr.  HiTCHa)CK.  Beginning  with  the  highest  grade  of  $3,200,  there 
would  be  no  change  in  that.  There  are  at  present  eight  positions  in 
that  grade. 

The  Chairman.  The  first  change  is  in  the  $2,C00  class,  is  it  not? 

Mr.  Hitchcock.  The  first  change  going  downward  from  the  $3,200 
class  would  be  in  the  $2,700  class.     There  w^ould  be  six  increases. 

The  Chairman.  Would  those  six  increases  be  in  the  $2,000  and 
$2,700  grades? 

Mr.  Hitchcock.  Yes,  sir.     From  $2,600  to  $2,700. 

Mr.  Snapp.  That  increases  the  $2,700  class  bv  six? 

The  Chairman.  Yes  sir;  but  the  six  would  be  of  the  class  now  in 
They  would  be  promoted  to  the  $2,700  class. 
.  Yes,  sir.     But  there  would  be  a  decrease  of  two  in 


That  is  to  sav,  then,  there  would  lye  four  increases 


the  $2,G00  grade. 

Mr.  Hitchcock 
the  $2,000  class. 

The  Chairman. 
from  the  $2,600 

Mr.  Hitchcock.  There  would  be  six  moved  up  from  the  $2,000 
grade  to  the  $2,700  grade,  and  there  would  be  four  moved  up  from 
the  $2,500  grade  to  the  $2,600. 

Mr.  Stafford.  By  moving  up  four  and  providing  in  the  law  still 
for  six,  as  at  present,  it  would  give  you  an  opportunity  to  promote 
four  men  from  the  class  below  to  the  $2,500  class,  would  it  not? 

The  Chairman.  If  you  will  pardon  me,  I  think  I  can  shorten  this 
inquiry  and  save  time. 

Mr.  Hitchcock.  I  can  submit  this  table  giving  the  information  in 
detail. 

The  Chairman.  I  would  suggest,  for  the  purposes  of  the  record, 
that  you  file  that  table,  and  then  we  could  make  whatever  calculations 
upon  that  as  may  be  desired,  or  any  inquiries  of  Mr.  Hitchcock. 

Mr.  Snapp.  For  purposes  of  this  hearing  and  further  examination 
we  ought  to  have  that  information. 

The  Chairman.  Yes;  and  I  request  Mr.  Hitchcock  to  hand  the 
reporter  a  copy  of  that  table  for  purposes  of  the  record. 

Table  showing  the  increases  proposed  in  the  grades  from  $1,300  to  $3,200. 


Oraden. 


$8,200 

S8.000 

•2,700 

•2,600 

•2,500 

•2,400 

•2,200 

•2.100 

•2,000 

•1.800 

•1,700 

•leoo 

•1,M» 

•1,400 

•1,800 

Total. 


Pre*«ent 
number. 

1 

Proposed 
number. 

Increase  (  +  ) 

or 
decrease  (-). 

Promotions  possible. 

8 

M 

2                      2 

17                   23 
21                    19 
6                     6 

+    6 
-      2 

6  from  82, 600  to  82, 700 
4  from  $2. 500  to  $2, 600 
4  from  52, 400  to  82, 500 

26 
29 
16 
77 
60 

36 
28 
21 
85 
60 

+  10 
-     6 

+     5 
4-     8 

14  from  82. 200  to  •2,4000 
8  from  82, 100  to  82, 200 
18  from  82, 00-1  U.  82. 100 
21  from  81.800  to  82,000a 
21  from  81,700  to  81,800 
21  from  81,600  to  81,700 

118  1                118 

105  j           las 

21  from  81  500  to  81  600 

122  1                122 

21  from  81,400  to  81 !  500 

369  1               369 

21  from  Yl,800  to  81,400 
182  from  Sl,200  to  81,300 

445                  606 

+161 

1,421 

1,608 

+182 

357 

a  Promotions  of  8200  each. 
357  promotions  (322  at  8100  each,  and  35  at  ^200  each)  v  839.200. 
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Mr.  HiTC'iicucK.  I  would  like  to  say  by  way  of  explanation  that 
the  increases  are  largely  in  the  positions  of  sii])erintendents. 

ThQ  Chairman.  That  is  what  I  would  like  to  have  you  explain — 
where  these  fall. 

Mr.  Hitchcock.  The  table  shows  precisely  in  what  ffrade^s  they 
fall,  and  I  will  explain  what  positions  are  chiefly  affected. 

The  Chairman.  Just  proceed  to  explain  the  character  of  these 
promotions — where  the}^  tall,  what  class  of  employees,  and  why  you 
think  they  ought  to  be  promoted. 

Mr.  Hitchcock.  Most  of  these  promotions  increase  the  compensa- 
tion of  superintendents  who  are  not  now  receiving  the  maximum  sal- 
ary provided  by  law.  It  is  not  our  i)urpose  to  advance  them  to  the 
maximum  in  one  jiuiip,  but  to  move  them  up  gradually  from  year  to 
year,  nuxking  promotions  at  the  rate  of  $100  each  until  all  these  super- 
intendents are  receiving  the  salaries  intended  ty  the  law.  The  pur- 
pose is  to  equalize  salaries. 

Mr.  Snapp.  I  don't  understand  what  you  mean  by  the  "  salaries 
intended  by  the  law."    AVTiat  law  do  you  refer  to? 

Mr.  Hitchcock.  The  classification  act.  That  act  provides  that 
the  maximum  salary  of  superintendents  of  delivery  and  of  mails 
shall  be  45  per  cent  of  the  postmaster's  salary.  It  provides  that  the 
maximum  salary  of  superintendents  of  money-order  divisions  shall 
be  40  per  cent,  and  that  salaries  of  superintendents  of  registry  shall 
be  85  per  cent  of  the  salaries  of  the  postmasters. 

Mr.  Stafford.  You  mean  not  to  exceed  those  percentages? 

Mr.  HiT(  hcock.  In  many  offices  the  maximum  is  already  paid,  but 
in  other  offices  the  salaries  are  considerably  beldw  the  maximum.  In 
such  cases  they  have  the  same  reason  for  complaint,  it  seems  to  me, 
as  assistant  postmasters  in  the  larger  offices  who  are  receiving  less 
than  the  general  run  of  such  officers  in  offices  of  equal  size.  The  pur- 
pose is  to  equalize  the  salaries  of  the  superintendents  in  the  same  way 
that  we  wish  to  equalize  the  salaries  of  assistant  postmasters. 

Mr.  Snapp.  Is  it  the  purpose  of  the  Department  making  this  rec- 
ommendation to  equalize  the  salaries  and  gradually  increase  tHem  all 
to  the  maximum  allowed  by  law? 

Mr.  HiT(  HCOCK.  It  is  the  desire  of  the  Department  to  do  that  very 
thing  as  regards  these  positions.  We  believe  that  the  maximum 
salaries  prescribed  are  not  any  too  much  for  these  positions.  We 
think  it  wise  to  move  up  the  superintendents  that  are  receiving  less 
to  the  maximum  compensation.  We  do  not  ask  for  an  appropriation 
that  will  enable  us  to  do  it  in  one  year,  but  we  do  feel  that  these  men 
should  l)e  gradually  promoted. 

Mr.  Snapp.  Are  all  the  estimates  from  your  Department  based  upon 
that  theory  ? 

Mr.  Hitchcock.  Evidently  you  have  not  read  my  report  or  yon 
w^ould  not  ask  such  a  question  as  that. 

Mr.  Snapp.  I  have  read  it,  but  it  is  not  in  this  record. 

Mr.  Hitchcock.  Will  you  be  good  enough  to  explain  just  what  you 
mean  by  your  question  ?  I  don't  think  I  understand  what  you  mean 
by  the  word  "  theory." 

Mr.  Snapp.  Are  all  estimates  made  by  your  Department  based  upon 
the  theories  you  have  expressed,  that  these  employees  should  be 
advanced  to  the  ma«imum  salary  allowed  by  law? 

Mr.  Hitchcock.  So  far  as  the  estimates  of  my  Department  relate 
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to  the  salaries  of  superintendents  thev  are  based  upon  the  theory  that 
in  no  case  is  the  inaxininm  allowed  by  law  under  present  conditions 
too  large  a  salary.  We  feel  that  the  wise  thing  to  do  is  to  move  up 
gradually  to  the  maxinnnn  these  officers  who  are  receiving  less  than 
the  majority  of  officers  with  equal  responsibility.  We  do  not  think 
it  would  be  fair  to  disregard  these  superintendents  who  appear  to 
have  been  discriminated  against  in  the  past  merely  because  the  ap- 
propriations were  not  large  enough  to  place  all  such  officers  on  an 
equal  footing  as  regards  compensation. 

Mr.  Snapp.  I  know  you  make  that  explanation  in  your  recom- 
mendation in  the  report.  What  1  was  trying  to  get  at  was  so  that 
the  record  shall  show  whether  the  estimates  from  your  Department 
are  so  nuide  a;>  to  carry  out  the  plans  outlined  in  your  report;  and 
knowing  that,  of  course  it  would  save  us  some  trouble  in  making 
Miquiries  as  to  each  separate  item. 

Mr.  IIttchcock.  The  estimate  has  been  nuide  for  the  specific  pur- 
pose of  covering  my  plan  of  j)romotions,  and  I  am  prepare*!  to  state 
m  detail  exactly  how  we  expect  to  allot  that  ap])ropnation  if  it  is 
grant4»(l  by  Congress. 

Mr.  Snapp.  Would  your  estimate  for  the  grades  of  clerks  at  first 
and  second  clas»  post-offices,  if  allowed,  carry  into  effect  the  change 
of  laAv  that  you  recommend  ? 

Mr.  IIiTC'iK'orK.  It  would  not  carry  into  effect  the  change  of  law. 

Mr.  Snapp.  So  far  as  salaries  are  concerned. 

Mr.  IIiTciK'oc'K.  The  appropriations  would  harmonize  with  all 
the  proposed  changes  in  the  law. 

Mr.  Snapp.  So  far  as  salaries  are  concerned,  would  they  efl'ect  the 
same  purpose  as  the  change  of  law^  which  you  recommend? 

Mr.  HiTciirorK.  They  would  not  effect  the  same  purpose  by  any 
means. 

Mr.  Snapp.  Would  they  for  the  next  fiscal  year? 

Mr.  Hitchcock.  They  would  as  regards  the  salaries  of  the  next 
fiscal  year,  but  that  is  only  one  of  the  purposes  of  the  proi)osed  legis- 
lation. 

Mr.  Snapp.  Well,  I  think  I  understand  that. 

Mr.  niT(^nc()(  K.  The  main  purpose  of  that  legislation  is  to  place 
on  the  statute  books  a  definite  plan  of  promotion  that  will  serve  as 
an  inducement  to  men  who  are  considering  employment  in  the  postal 
i-;ervice,  so  that  such  men  will  have  some  assurance  when  they  enter 
the  lowest  ^rade  that  it  will  be  possible  for  them  to  be  promoted  after 
a  given  period  of  satisfactory  service. 

The  Chairman.  If  I  understand  your  report,  Mr.  Hitchcock,  in 
connection  with  the  regular  estimates  from  your  bureau,  you  mean 
this — and  if  I  am  in  error  I  will  be  glad  to  have  you  correct  me — 
you  first  recommend  a  classification  of  clerks  coincident  wuth  a 
similar  classification  of  carriers  for  the  purpose  of  arriving  at  a 
definite  and  effective  standard  method  of  advancement,  which  con- 
templates; certain  stimulus  to  employees  to  conduct  themselves  prop- 
erly and  render  efficient  service,  as  a  basis  for  promotion,  and  which 
in  its  operation  will  more  nearly  equalize  the  conduct  of  the  service; 
and  consequently  an  advance  of  salaries  in  order,  as  your  report 
indicates,  to  enable  the  Government  to  retain  the  services  of  efficient 
employees.  But — and  this  is  the  point  that  I  want  to  know  if  I 
understand  you  clearly  upon — if  your  reconnnendation  relative  to 
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reclassification  for  purposes  which  I  have  briefly  indicated  should 
not  pre\«ail,  that  still  the  estimates  for  the  aYnount  for  clerk  hire  in 
first  and  second  class  offices  is  the  same  in  dollars  and  cents  as  to  the 
amount  of  the  estimate  which  you  recommend  regarding  this 
reclassification  ? 

Mr.  Hitchcock.  It  is  precisely  the  same. 

The  Chairman.  So  that  you  have  a  two- fold  recommendation,  one 
for  increases  of  salaries  of  employeas  where  they  are  on  the  present 
basis  of  classification,  and  the  other  a  new  and,  to  your  mind,  a 
better  basis  as  represented  by  your  classification  ? 

Mr.  Hitchcock.  You  have  expressed  my  purpose,  Mr.  Chairman, 
in  better  words  than  I  could.  That  is  precisely  the  object  I  had 
in  view. 

The  Chairman.  I  wanted  to  ascertain  whether  that  was  rejiUy  the 
construction  of -your  recommendation. 

Mr.  Hitchcock.  It  is. 

Mr.  Snapp.  Is  that  the  only  estimate  you  prepared  for  the  com- 
mittee ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  I  think  you  misundei-stand  Mr.  Snapp.  If  your 
answer  to  his  question  is  correct,  then  your  answer  to  mine  is 
incorrect. 

Mr.  Hitchcock.  It  is  the  only  estimate. 

Mr.  Snapp.  The  one  based  upon  the  change  of  law  and  grading  of 
clerks. 

Mr.  Hitchcock.  There  is  but  one  estimate.  It  is  possible  I  mis- 
understood the  chairman.  The  estimate  submitted  is  the  only  esti- 
mate we  would  recommend,  whether  or  not  the  proposed  classifica- 
tion law  is  enacted. 

The  Chairman.  Tlie  recommendation  is  a  recommendation  as  to 
a  change  of  law  relative  to  classification.  The  estimate  is  the  dollars 
and  cents  amount;  so  that  your  dollars  and  cents  amount,  or  the 
estinuite,  would  be  the  same  whether  you  retained  the  existing  method 
of  classification  or  the  one  you  recommend. 

Mr.  Hitchcock.  Precisely. 

Mr.  Snapp.  What  I  was  trying  to  get  at  was  something  different. 
As  I  understood,  the  only  estimate  that  you  have  made  for  an  appro- 
priation covering  these  clerks  in  first  and  second  class  offices  is  one 
based  upon  the  assumption  of  the  adoption  of  this  change  of  law  that 
you  recommend.     Is  that  so? 

Mr.  Hitchcock.  The  estimate  has  been  framed  in  such  manner  as 
to  be  applicable  to  the  changes  provided  for  by  the  proposed  legisla- 
tion ;  but  if  the  proposed  legislation  should  not  be  enacted,  the  esti- 
mate in  its  present  form  would  still  represent  the  wishes  of  the  De- 
partment as  regards  the  increased  appropriation;  in  other  words, 
we  could  administer  that  appropriation  as  estimated  for,  whether  or 
not  the  proposed  bill  is  enacted. 

Mr.  Snapp.  Is  there  anything  in  the  record  or  in  the  estimate  to 
inform  the  committee  what  the  necessary  appropriation  would  be  if 
present  salaries  in  the  grades  above  $1,200  should  be  adhered  to  for 
the  next  fiscal  year? 

Mr.  HircHCX)CK.  T  can  put  something  in  the  record  in  a  moment 
that  will  show  that. 

Mr.  Snapp.  Then  it  is  not  in  the  record  now  ? 

Mr.  Hitchcock.  The  proposed  allotment  for  use  in  making  pro- 
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motions  in  the  grades  above  $1,200  amounts  to  $39,200,  a  compara- 
tively small  sum. 

Mr.  Snapp.  But  does  it  apjjear  in  all  the  grades? 

Mr.  Hitchcock.  It  appears  in  the  table  I  have  just  handed  to  the 
reporter.  That  table  shows  the  grades  that  would  be  affected.  The 
grades  are  also  shown  on  page  16  of  the  committee's  bill. 

The  Chairman.  If  you  will  pardon  an  interruption  here,  I  would 
say  that  if  I  understand  Mr.  Hitchcock,  the  proposed  increases  em- 
bodied in  the  $3,000,000,  or  $39,200,  is  for  grades  above  the  present 
grade  of  $1,200.  Mr.  Snapp's  question  was,  if  I  understood  him  cor- 
rectly, and  I  think  I  did :  What  is  your  estimate  for  the  necessary 
sum  of  money  to  pay  the  various  employees  now  in  the  service  at  the 
grades  above  $1,200  and  any  additional  number  of  such  employees 
which  may  be  neceasary  and  entirely  on  account  of  the  increased 
volume  of  service?     Have  you  such  an  estimate  as  that? 

Mr.  Hitchcock.  It  is  simply  a  question  of  deducting  $39,200  from 
the  present  total,  as  far  as  the  present  employees  are  concerned. 

The  Chairman.  From  the  present  total  of  the  amounts  above  the 
$1,200  grade? 

Mr.  HiTCHCO(^K.  This  increase  of  $39,200  relates  only  to  those 
positions. 

The  Chairman.  Exactly.  It  may  be  arrived  at  in  this  way: 
What  proportion  of  your  estimate,  eliminating  the  recommendation 
for  purelv  increases  of  salaries,  applies  entirely  to  grades  above 
$1,200?     ^  ' 

Mr.  Hitchcock.  Of  the  estimates? 

The  Chairman.  Yes,  sir.  I  am  sure  that  is  what  Mr.  Snapp 
means,  and  I  think  his  inquiry  is  pertinent.  But  first,  for  a  while, 
separate  the  idea  of  increase  of  salaries  entirely,  and  let  us  arrive 
at  what  is  absolutely  necessary,  according  to  your  estimate,  to  con- 
duct the  business  .of  the  service  on  existing  salaries. 

Mr.  Hitchcock.  I  have  explained  that  the  sum  of  $39,200  includes 
all  increases  recommended  in  grades  above  $1,200. 

The  Chairman.  Well,  let  me  get  at  it  in  a  detailed  way.  Please 
look  at  the  table  on  page  15  of  the  skeleton  bill,  a  table  which  shows 
the  grade  of  clerks  in  the  first  column,  the  number  applied  by  the 
current  law,  and  the  estimate  for  1908.  The  column  showing  the 
estimate  for  1908,  the  total  number  of  clerks  in  these  various  grades, 
includes  your  estimate  for  the  increase  of  $39,200,  does  it  not  ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Does  it  include  any  additional  employees  at  any 
of  those  grades — any  additional  number — other  than  ootained  by  the 
pure  promotions?  Take  the  first  column:  You  provide  for  a" pro- 
motion of  six  from  the  grade  of  $2,600  to  $2,700 — that  is,  you  propose 
to  increase  the  $2,700  grade  by  six.  Does  that  include  any  additional 
new  men,  or  does  it  include  entirely  the  promotion  of  men  below  that 
grade  in  this  particular  estimate  ? 

Mr.  Hitchcock.  These  are  simply  promotions,  Mr.  Chairman. 

The  Chairman.  All  of  them  ? 

Mr.  Hitchcock.  All  of  them. 

Mr.  Stafford.  So  the  service  does  not  require  any  additional  new 
employees  above  the  grade  of  $1,200  than  that  which  is  now  provided 
for  by  current  law,  so  far  as  the  number  of  employees  are  concerned. 
P  O  A  B  —07 4 
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Mr.  Hitchcock.  You  understand,  of  course,  that  in  the  lower 
positions 

The  Chairman.  I  am  speaking  of  the  $1,200  positions. 

Mr.  Hitchcock.  In  the  lowest  positions  in  the  grades  above  $1^00, 
namely,  in  the  $1,300  grade^  these  promotions  would  naturally  call 
for  the  advancement  of  employees  from  the  grades  below  $1,300  into 
the  higher  group  of  positions  covered  by  the  $39,200  increase. 

The  Chairman.  Your  provision  of  161  promotions  from  the  $1,200 
grade  to  the  $1,300  grade  would  increase  the  total  number  in  the 
service  above  $1,200  by  that  amount. 

Mr.  Hitchcock.  One  hundred  and  eighty-two  men  would  be  ad- 
vanced from  $1,200  to  $1,300. 

The  Chairman.  You  provide  for  an  increase  in  the  number  of 
$1,300  grade  of  161 ;  vou  provide  for  an  increase  in  the  class  of 
$2,000  by  8;  $2,100  by "^5;  $2,400  by  10;  $2,700  by  6,  making  a  total 
increase  in  the  number  of  employees  in  grades  above  $1,200  of  how 
many? 

Mr.  Hitchcock.  One  hundred  and  eighty-two. 

The  Chairman.  New  men? 

Mr.  Hitchcock.  One  hundred  and  eighty-two  men  moved  up  from 
the  lower  gi*ades. 

The  Chairman.  So  that  the  total  number  of  employees  in  the 
service,  if  that  were  done,  above  the  grade  of  $1,200,  would  be  in- 
creased by  182  men? 

Mr.  Hitchcock.  Precisely. 

The  Chairman.  But  the  promotions  which  would  be  operative  by 
the  vacancies  created  by  these  182  men  would  be  452. 

Mr.  Hitchcock.  Three  hundred  and  fifty-seven,  we  figure  it. 

Mr.  Stafford.  But  that  does  not  answer  my  question,  nor  the  ques- 
tion of  Mr.  Snapp.  The  182  men  who  could  be  provided  for  in  the 
$1,800  grade  would  be  promoted  from  the  grades  Ijelow  $1,200,  and 
would  be  still  in  the  service.  Now,  the  purpose  is — and  it  is  a  perti- 
nent inquiry — whether  the  service  demands  any  new  officials  to  carry 
on  the  service  in  the  grades  above  $1,200,  regardless  of  their  salaries, 
by  reason  of  increased  business,  and  that  provided  for  in  the  current 
law. 

Mr.  Hitchcock.  That  branch  of  the  service  comprising  the  grades 
above  $1,200  will  be  augmented  by  recruits,  if  I  may  use  the  term, 
from  the  lower  grades — that  is,  from  the  grades  below  $1,300. 

Mr.  Stafford.  These  182  men  who  you  say  will  be  additional  men 
are  now  in  the  service,  are  they  not,  at  salaries  below  $1,300? 

Mr.  Hitchcock.  At  salaries  below  $1,300. 

Mr.  Stafford.  They  are  performing  the  same  character  of  service 
that  they  would  perform  under  the  new  arrangement  proposed  by 
you? 

Mr.  Hi^rcHcocK.  That  would  depend  entirely  upon  the  positions  to 
which  they  were  promoted. 

Mr.  Stafford.  Leaving  out  entirely  the  idea  of  promotion  of  sal- 
aries, does  the  service  demand  anv  new  positions  in  the  grades  as  now 
v^orstituted  above  $1,200? 

The  Chairman.  Do  you  need  any  additional  assistant  superin- 
tendenti  of  carriers,  assistant  superintendents  of  registry,  and  so 
'orth;   does  the  service  require  additional  designated  employees? 

Mr.   Hitchcock.  It   most   certainly   does  require   additional   em- 
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ploj'ees  in  those  grades.  We  are  procuring  them  from  the  lower 
grades  and  advancing  them  to  the  higher  positions. 

Mr.  Stafford.  Can  you  give  us  tne  gjrades,  or  the  names  of  the 
positions  as  at  present  classified,  in  which  additional  help  will  be 
jieeded  in  the  coming  fiscal  year? 

The  Chairman.  Suppose  you  apply  that  question  first  to  one  of 
the  grades  and  then  to  each  of  the  others  where  these  promotions 
appear  to  exist. 

Mr.  Hitchcock.  Our  estimate  as  to  what  will  be  required  is  shown 
very  specifically  in  the  statement  I  submitted. 

Mr.  Stafford.  Can  you  give  the  committee  the  number  of  em- 

fjloyees  in  the  various  grades  above  $1,300 — not  the  number  that  the 
aw  provides  for,  but  the  number  now  employed  in  those  various 
grades? 

Mr.  Hitchcock.  That  is  stated  in  the  table. 

Mr.  Stafford.  This  states  the  number  that  the  current  law  pro- 
vides for.  Do  T  understand  that  in  each  grade  the  full  number  is 
in  the  service  ? 

Mr.  Hitchcock.  Practically  so.  Of  course  vacancies  occur  at  in- 
tervals, owing  to  deaths,  resignations,  and  other  causes. 

Mr.  Stafford.  Are  there  any  vacancies  to  any  extent  in  the  $1,300 
grade  of  the  number  now  provided  for  by  the  current  law,  445? 

Mr.  Hitchcock.  So  far  as  I  am  aware,  there  is  not  a  single 
vacancy  at  present  in  the  $1,300  grade. 

Mr.  Stafford.  Are  there  any  vacancies  to  any  extent  above  $1,300? 

Mr.  Hitchcock.  Not  to  any  extent  in  any  of  those  grades.  It  is 
possible  there  are  a  few  vacancies  in  that  entire  group  of  positions, 
because  of  recent  deaths  or  resignations,  as  I  have  said,  but  naturally 
we  endeavor  to  keep  the  places  filled.  As  rapidly  as  a  vacancy 
occurs  we  fill  it,  so  as  to  have  the  service  performed.  These  posi- 
tions, especially  the  higher  ones,  are  largely  executive  in  character, 
and  we  can  not  leave  them  vacant  without  detriment  to  the  service. 

Mr.  Stafford.  In  the  $3,200  and  the  $3,000  gi-ades  you  ask  for  no 
increase  of  number  from  that  provided  in  the  current  law.  As  to 
the  $2,700  grade,  you  ask  for  an  increase  of  six  over  the  number  now 
provided  in  the  current  law.  Are  those  six  additional  men  required 
by  increased  service  ? 

Mr.  Hitchcock.  This  estimate,  Mr.  Stafford,  is  for  the  fiscal  year 
beginning  July  1  next,  and  naturally  a  question  of  that  kind  is  pretty 
hard  to  answer  at  this  time.  The  estimate  expresses  our  judgment 
as  to  what  will  be  required  during  the  year. 

Mr.  Stafford.  You  have  stated,  Mr.  Hitchcock,  that  these  increases 
w^ere  for  the  purpose  of  promotion.  The  committee  would  like  to 
know  whether  the  service  demands  an  increased  number  of  oflScials 
by  reason  of  increased  business  in  these  higher  grades  and  in  what 
grades  those  officials  are  needed. 

Mr.  Hitchcock.  Mr.  Stafford,  the  Department  recommends  the  in- 
creases specified  in  the  table,  and  precisely  those  increases  in  number 
and  in  amount. 

Mr.  Stafford.  Increases  in  amount  because  you  approve  of  their 
increases  in  salary,  as  stated,  from  one  to  two  hundred  dollars.  But 
can  you  give  us  tlie  number  of  men  that  wuU  be  rexjuired  in  any  spe- 
cial grade  by  reason  of  increased  business,  regardless  of  promotions 
in  salarv  ? 
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Mr.  HiixHcocK.  That  is  our  estimate  as  to  what  will  be  i-eqiiired. 

Mr.  Staff(.ri).  In  the  six  additional  positions  for  which  you  make 
provision  in  the  $2,700  grade,  will  you  kindly  enumerate  the  designa- 
tions of  the  officials  for  which  those  six  men  are  required  ? 

Mr.  Hitchcock.  You  can  tell  that  very  readily  by  referring  to  the 
amount  of  increase*  for  a  given  position.  If  the  promotion  carries  an 
increase  of  $iiOO,  it  is  a  cashier;  if  it  carries  an  increase  of  $100,  it  is 
a  superintendent. 

Mr.  kStafford.  As  to  those  six  men,  do  I  understand  that  they  are 
now  in  the  service  and  will  l)e  continued  in  the  service  only  at  an  in- 
creased salary  ? 

Mr.  Hitchcock.  I  could  not  say  as  to  that. 

The  Chairman.  Do  you  not  mean  that  if  you  increase  the  $2,700 
force  there  would  be  that  many  more  superintendents  ?  There  are  only 
superintendents  in  the  $2,700  class.  There  are  no  cashiers  in  that 
class  at  all. 

Mr.  Grandfield.  Superintendents  of  delivery  and  of  mails. 

The  Chairman.  Yes.  Then  it  would  not  be  the  same  men,  but  new 
superintendents. 

Mr.  Hitchcock.  By  studving  this  table  you  can  readily  ascertain 
whether  a  new  superintendent  will  be  possible  or  not  under  this 
scheme  of  promotion,  because  the  minimum  salaries  of  the  several 
kinds  of  superintendents  are  prescribed  by  the  classification  act. 
When  we  promote  an  employee  from  a  lower  grade  into  one  of  the 
minimum  grades  for  superintendents  we  frequently  designate  him  as 
a  superintendent.  To  that  extent,  of  course,  the  total  number  of 
superintendents  would  be  increased. 

Mr.  Stafford.  Naturallv,  but  can  not  you  give  us  a  statement  as 
to  what  character  of  officers — not  additional  numbers,  but  what 
character  of  officers — you  recommend  for  increased  salarv?  There 
is  a  distinction  between  increased  salaries  and  increased  help,  and  we 
are  trying  to  ascertain  what  additional  men  would  be  required,  and 
in  what  classes  of  employees,  in  these  higher  grades.  You  have 
stated  that  the  largest  number  will  be  required  in  the  lower  salaried 
grades,  namely,  those  above  $1,300. 

Mr.  Hitchcock.  The  superintendents  of  delivery  and  of  mails 
rangfe  from  $1,300  upward.  The  superintendents  of  money-order 
divisions  range  from  $1,000  upward.  The  superintendents  of  regis- 
try rang:e  from  $900  upward.  The  cashiers  range  from  $1,800  to 
$2,600,  m  grades  of  $200  each.  The  promotions  from  the  $1,200 
grade  to  the  $1,300  grade,  which  is  the  minimum  grade  for  superin- 
tendents of  delivery  and  mails,  would  make  it  possible  to  increase 
the  number  of  such  superintendents  to  that  extent,  but  only  at  that 
place  in  the  scale.  Promotions  in  the  grades  above  $1,300  might  be 
simply  increases  in  salary  without  change  of  designation. 

The  Chairman.  And  for  the  purpose  of  what  you  term  equalizing 
the  salary  for  the  services  they  render. 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  That  is,  equalizing  the  service  of  other  men  with 
the  same  designation  who  are  doing  no  bett-er  work  and  receiving 
higher-grade  pay. 

Mr.  Hitchcock.  I  am  trying  to  make  it  plain  that  when  we  move 
up  employees  from  the  lower  clerical  positions  into  the  positioas 
covered  by  the  designation  "  superintendent " — that  is,  for  instance. 
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when  we  move  them  up  from  the  $1,200  grade  into  the  $1,300  grade, 
we  can  then  designate  such  employees  as  superintendents  of  naails 
or  superintendents  of  delivery.  The  number  of  such  promotions 
would  represent  the  possible  increase  in  the  number  of  positions  of 
that  class — ^that  is,  of  superintendents. 

The  Chairman.  Have  you  indicated  the  total  number  of  indi- 
viduals who  would  be  promoted  simply  for  the  purpose  of  equalizing 
salaries  ? 

Mr.  Hitchcock.  Do  you  mean  the  promotions  to  $1,300? 

The  Chairman.  Are  all  intended  for  that  purpose? 

Mr.  Hitchcock.  The  increased  appropriation  would  be  used  very 
generally  for  advances  in  salary  without  change  of  designation. 

Air.  Stafford.  So  of  the  182  men  that  your  table  shows  will  pro- 
vide for  additional  numbers  of  employees  above  the  $1,300  grade, 
there  are  some  who  are  now  employed  at  salaries  and  doing  the 
same  work  below  $1,300? 

Mr.  Hitchcock.  There  are  superintendents  of  money-order  divi- 
sions and  superintendents  of  registry  below  $1,300,  but  no  super- 
intendents 01  mails  and  no  superintendents  of  delivery. 

Mr.  Stafforp.  And  those  men  are  now  employed  at  this  lower- 
grade  salary,  performing  the  same  character  of  woi^k,  but  they  would 
receive  a  higher  salary  when  they  would  be  advanced  into  the  $1,300 
grade  or  above  ? 

Mr.  Hitchcock.  Not  performing  the  same  character  of  work  ex- 
cepting in  the  specific  sense  that  it  is  money-order  work  or  registry 
work.  It  is  not  work  of  equal  responsibility.  As  the  office  grows  and 
the  money  order  or  registry  branch  becomes  larger  the  responsibility 
of  the  superintendent  increases  and  his  compensation  should  be 
increased  accordingly. 

Mr.  Stafford.  Can  3'ou  state,  of  these  182  men,  how  many  are 
needed  solely  for  the  growth  of  the  service,  for  new  places  ? 

Mr.  Hitchcock.  I  can  not  state  at  this  time,  and  I  think  it  would 
l>e  unwise  to  attempt  to  state.  It  will  depend  upon  the  peculiar  needs 
of  the  service  during  the  coming  fiscal  year.  The  conditions  should 
be  met  as  they  arise. 

Mr.  Stafford.  It  was  stated  last  year  in  the  hearings  that  in  these 
grades  above  $1,300  the  service  would  not  require  any  additional 
men  than  those  then  carried  in  the  then  current  law.  Are  there  any 
additional  reasons  why  additional  places  should  be  provided  for  in 
the  ensuing  fiscal  year  in  those  graaes  ? 

Mr.  Hitchcock.  It  seems  to  me  the  unusual  growth  of  the  service 
is  a  sufficient  answer  to  that  question. 

Mr.  Stafford.  Can  you  give  us  any  estimate  as  to  how  many  places 
will  be  needed  by  reason  of  the  growth  of  the  service,  and  in  what 
respective  positions  those  will  be  needed  ? 

Mr.  Hitchcock.  Mr.  Stafford,  that  is  purely  a  matter  of  adminis- 
tration, and  the  decision  should  be  reached  when  the  actual  conditions 
arise. 

The  Chairman.  Let  us  try  to  arrive  at  that  in  a  different  waj'. 
Do  I  understand  you,  Mr.  Hitchcock,  to  say  that  the  recommenda- 
tions as  appearing  on  page  15  of  the  bill,  and  the  table,  contemplate 
the  promotion  of  357 — ^that  is,  357  promotions — ^which  would  increase 
the  total  number  of  employees  above  the  grade  of  $1,200  by  180  men? 

Mr.  Hitchcock.  That  is  right. 
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The  Chairman.  According  to  this  table,  if  the  various  promotions 
and  increases  of  the  number  of  employees  should  be  carried  out,  it 
would  result  in  190,  less  the  8  decrease,  leaving  182  increased  number 
of  men,  but  by  those  increases  it  would  result  in  357  promotions  above 
the  grade  of  $1,200. 

Mr.  Hitchcock.  That  is  right. 

The  Chairman.  Now  what  proportion  of  the  182  men  do  you  re- 
gard as  absolutelj^  necessitated  by  the  increased  volume  of  business, 
and  what  proportion  due  entirely  to  equalization  of  salaries? 

Mr.  Hitchcock.  In  order  to  answer  that  question  specifically  it 
would  be  necessary  for  me  to  state  how  many  additional  superin- 
tendents of  mails,  superintendents  of  delivery,  superintendents  of 
money-order  branches,  superintendents  of  registry  branches,  and 
cashiers  would  be  necessary. 

The  Chairman.  And  that  is  exactly  what  I  wanted  to  bring  out. 
I  assume  that  you  have  some  sort  of  a  basis  upon  which  you  have 
made  that  estimate.  Now,  what  is  it?  I  am  not  so  particular  as  to 
how  many  assistant  superintendents,  how  many  assistant  cashiers, 
and  so  forth,  as  I  am  as  to  how  many  in  the  total;  and  I  think  it 
might  be  well,  if  you  have  it  there,  to  state  just  how  many  additional 
superintendents,  and  so  forth,  will  be  necessary  on  account  of  the 
increased  service. 

Mr.  Hitchcock.  Mr.  Chairman,  to  answer  that  question  specifically 
would  require  a  definite  knowledge  of  the  special  requirements  of 
every  one  of  the  large  post-offices. 

The  Chairman.  The  only  information  I  am  seeking  to  elicit  is  the 
character  of  information  upon  which  you  based  your  estimate. 

Mr.  Hitchcock.  The  promotions  that  we  request  in  this  statement 
are  not  based  upon  any  definite  estimate  as  to  the  number  of  ad- 
ditional superintendents  that  will  be  needed  in  the  various  offices 
throughout  the  country.  That  can  not  be  told  until  the  conditions 
in  those  offices  become  known  during  the  progress  of  the  fiscal  year; 
as  the  emergencies  arise  they  will  be  met. 

The  Chairman.  I  assume  before  you  fixed  upon  the  number,  182, 
that  you  must  have  cast  about  and  figured  on  certain  specific  offices 
at  which  those  additional  employees  would  be  really  needed.  How 
do  you  arrive  at  182,  and  not  at  either  82,  or  at  282? 

Mr.  Hitchcock.  As  T  explained  earlier  in  the  hearings,  the  pur- 
pose was  to  move  up  $100  each  all  superintendents  who  are  not  re- 
ceiving the  maximum. 

The  Chairman.  Then,  in  arriving  at  this  number  182,  if  I  under- 
stand you,  you  calculated  that  the  salaries  of  superintendents  were 
based  upon  an  assumption  of  that  salary  being  50  per  cent,  or  a 
fixed  per  cent,  of  some  higher  salary ;  and  that  because  some  of  those 
superintendents  are  not  getting  the  maximum  per  cent,  in  order  to 
equalize  you  figured  on  just  those  that  were  below  the  maximum  per 
cent,  and  it  brought  out  this  figure  of  182. 

Mr.  Hitchcock.  No,  sir;  that  is  not  exactly  so.  The  estimate 
covers  the  proposed  promotions  of  superintendents,  but  I  can  not  say 
that  it  is  limited  to  such  promotions.  You  did  not  ask  me  until  just 
now  what  the  basis  of  this  recommendation  was.  In  preparing  my 
estimates  I  did  not  begin  with  this  part  of  the  clerical  service — ^that 
is  to  say,  with  the  positions  above  $1,200.     Naturally,  in  workina: 
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out  an  estimate  to  cover  the  entire  clerical  service  before  we  had 
received  returns  from  the  Auditor  (our  estimate  had  to  be  submitted 
to  the  Secretary  of  the  Treasury  on  the  15th  of  October),  it  was 
impossible  to  calculate  with  precision  the  exact  amount  that  would 
be  apportioned  to  each  grade  or  even  to  each  group  of  positions. 
We  made  the  estimate  of  $3,000,000,  basing  it  upon  such  iniormation 
as  we  then  had ;  and  later,  in  framing  up  the  recommendations  for 
your  committee,  apportioned  the  total  amount  in  what  appeared  to  be 
the  most  desirable  manner  to  meet  the  conditions  in  the  service.  And 
having  drafted  the  bill  that  is  submitted  in  my  annual  report  for  the 
purpose  of  providing  the  salaries  covered  by  our  estimate  to  Congress, 
it  was  necessary  for  us  in  th6  first  instance  to  allot  from  the  $3,000,000 
increase  a  sufficient  amount  to  carry  out  our  plan  of  .promotions  in 
the  grades  from  $(>00  to  $1,200.  After  that  allotment  was  made  we 
were  able  to  apportion  to  the  grades  above  $1,200  the  sum  of  $39,200. 

The  CiLMRMAN.  Then,  if  I  understand  you,  you  did  this:  The 
total  amount  of  your  estimate  for  clerks  in  first  and  second  class 
offices  is  13.21  per  cent  over  the  current  law.  The  increase  of  the 
current  law  over  the  preceding  year  was  8  per  cent.  Would  you 
assume  that  the  additional  5  per  cent  applies  to  increase  of  salaries, 
and  that  the  8  per  cent  approximateh^  would  cover  the  growth  of  the 
service  ? 

Mr.  Hitchcock.  My  estimate  was  based  upon  the  presumption 
that  we  would  need  close  to  a  million  dollars  for  additional  em- 
ployees. 

The  Chairman.  And  then  you  took  the  $2,000,000  renuiining  of 
the  $'3,000,000  and  distributed  it  through  the  service  as  you  thought 
would  be  to  the  best  interests. 

Mr.  Hitchcock.  From  what  study  I  could  give  the  needs  of  entire 
service,  including  what  I  was  able  to  learn  from  postmasters  from 
different  parts  of  the  countrjr  and  from  various  officers  and  agents  of 
the  Department  who  had  investigated  conditions  in  the  field,  I 
reached  the  conclusion  that  we  ought  to  ask  for  at  least  $2,000,000  in 
the  way  of  promotions  in  order  to  put  this  service  on  a  satisfactory 
basis. 

The  Chairman.  In  distributing  that  $2,000,000  for  increases,  you 
applied  $39,200  to  the  grades  above  $1,200. 

Mr.  Hitchcock.  We  applied  that  amount  to  those  grades  after 
having  made  our  allotment  to  the  group  of  clerical  positions  cov- 
ered by  the  new  classification. 

Mr.  Snapp.  That  is,  you  took  care  of  the  lower  grades  first? 

Mr.  Hitchcock.  We  took  care  of  the  lower  grades  and  then  used 
the  surplus  for  the  purpose  of  granting  these  promotions  in  the 
higher  positions. 

The  Chairman.  And  in  making  that  allotment  to  the  gi^ades  above 
$1,200  you  were  controlled  largely  by  the  equalization  theory ;  is  that 
correct? 

Mr.  Hitchcock.  We  found  that  we  could  not  possibly,  with  the 
sum  available,  promote  all  superintendents  who  were  below  the 
maximum  to  the  maximum.  Even  if  such  a  course  were  desirable, 
it  would  be  imposible  under  our  estimates.  So  we  reached  the  con- 
clusion tliat  the  wise  thing  to  do  would  be  to  give  each  of  the  super- 
intendents receiving  less  than  the  usual  salary  an  increase  of  $100. 
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Mr.  Stafford.  And  the  cashiers  $200. 

Mr.  Hitchcock.  Yes;  because  they  are  in  grades  of  $200  each. 

The  Chairman.  I  would  like  to  draw  out  from  Mr.  Hitchcock 
the  allotment  of  this  $2,000,000  for  increases,  so  far  as  the  grades 
below  $1,200  are  concerned.  Those  allotments  are  based  upon  the 
recommendation  for  the  new  classification  that  you  have  recom- 
mended? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  That  contemplates  the  discontinuance  of  the  $700 
grade? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  The  discontinuance  of  that  grade  entirely? 

Mr.  Hitchcock.  Yes. 

The  Chairman.  IVhat  does  it  do  wit!i  reference  to  the  employees 
now  receiving  $400  and  $500  a  year  ? 

Mr.  Hitchcock.  Those  positions  would  be  abandoned  and  the  same 
number  of  $000  positions  substituted  for  them.  I  do  not  say  that 
in  all  cases  the  identical  employees  would  be  promoted  to  $600,  be- 
cause I  do  not  think  that  would  be  wise. 

The  Chairman.  What  class  of  employees  are  there  now  in  the 
service  at  the  grades  of  $400  and  $500  generally — what  is  the  class 
of  employees? 

Mr.  Hitchcock.  They  are  clerks  in  the  smaller  second-class  offices.  • 

The  Chairman.  Do  they  include  clerks  at  substations  or  clerks  in 
charge  ? 

Mr.  Hitchcock.  Xo;  those  are  provided  for  in  another  appropri- 
ation; simply  the  clerks  in  the  smaller  second-class  offices. 

The  Chairman.  Does  your  $2,000,000,  which  you  have  recom- 
mended for  increase  of  salaries,  contemplate  the  increase  of  salaries 
of  any  considerable  proportion  of  the  clerks  of  second-class  offices 
now  receiving  $400  and  $500? 

Mr.  Hitchcock.  It  contemplates  the  promotion  of  all  such  clerks 
as  are  efficient  and  capable. 

The  Chairman.  What  proportion  have  you  assumed  for  that  in 
the  estimate  which  you  have  made? 

Mr.  Hitchcock.  Mr.  Chairman,  these  clerks  are  chiefly  unclassified 
as  yet. 

The  Chair»ian.  And  they  would  remain  unclassified  yet  if  your 
new  classification  as  recommended  should  be  accepted. 

Mr.  HiTCHrofTK.  Tliey  would  remain  unclassified.  Before  making 
any  promotions— that  is  from  $400  to  $000  and  from  $500  to  $600—1 
planned  to  have  our  field  superintendents  make  inquiry  at  each  office 
affected  to  ascertain  which  of  the  present  employees  receiving  such 
salaries  are  qualified  for  promotion.  In  these  small  offices  there  are 
many  yoinig  women  and  girls  and  some  male  clerks  who  are  poorly 
qualified  for  such  positions,  and  the  purpose  is  to  drop  these  inefficient 
employees  and  require  the  appointment  of  capable  clerks  in  every 
instance  where  a  change  is  made  from  one  of  these  low-grade  posi- 
tions to  the  $000  grade.  We  wish  to  discard  these  low-salaried  places, 
in  the  interest  of  good  service  as  well  as  for  the  purpose  of  making 
the  classification  system  uniform. 

Mr.  Stafford.  Kight  there :  Last  year,  on  February  14,  there  were 
40  laborers  employed  at  $100,  28  at  $500,  812  at  $600,  and  452  at  $700. 
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Will  you  kindly  state  what  your  plan  is  as  to  salaries,  so  far  as  the  46 
laborers  who  were  employed*  or  such  who  may  be  employed,  at  the 
salarj'of  $400? 

Mr.  Hitchcock.  This  plan  does  not  affect  laborers  at  all.  They 
are  provided  for  elsewhere  and  will  continue  as  at  present. 

Mr.  Stafford.  They  will  come  under  the  designation  as  laborei-s  in 
the  various  classes  ? 

Mr.  Hitchcock.  Precisely.  This  relates  only  to  the  low-grade 
clerks.  It  would  eliminate  only  the  low-grade  clerks — that  is,  clerks 
receiving  less  than  $600. 

Mr.  Stafford.  Can  you  give  us  the  number  of  clerks  now  employed 
in  the  second-class  offices  at  salaries  below  $600  ? 

Mr.  Hitchcock.  There  are  305  receiving  $400  and  815  receiving 
$500. 

Mr.  Stafford.  CJin  you  state  what  has  been  the  policy  of  the  De- 
partment, so  far  as  clerks  in  second-class  offices  are  concerned,  as  to 
salary  that  they  should  receive  during  their  first  year  of  service? 

Mr.  Hitchcock.  That  depends  upon  the  size  of  the  office.  In 
the  larger  offices  we  have  appointed  clerks  at  an  initial  salary  of  $600. 
In  the  smaller  offices  we  have,  so  far  as  the  positions  were  provided 
by  Congress,  utilized  these  low-grade  clerkships.  That  is  how  they 
happen  to  exist.  * 

Mr.  Stafford.  I  was  under  the  impression  tljiat  the  rule  of  the  De- 
partment was,  as  to  second-class  offices,  to  start  the  clerks  in  at  $500 
salary,  and  in  the  first-class  offices  at  $600. 

Mr.  Hitchcock.  So  far  as  the  low-grade  positions  have  been  pro- 
vided we  naturally  utilize  them. 

Mr.  Stafford.  Then  you  would  not  start  them  in  at  $600  if  there 
were  $500  places  provided  in  the  service  ? 

Mr.  Hitchcock.  We  are  obliged  to  utilize  all  our  resources,  and 
of  course  we  utilize  the  low-grade  positions  in  the  smaller  offices;  but 
we  believe  that  it  would  be  better  to  provide  not  less  than  $600  as 
the  initial  salary  of  clerks  in  an  office  of  the  first  or  second  class. 
We  believe  it  is  wiser  to  appoint  in  the  entrance  grades  employees 
who  are  better  qualified  to  advance  later  to  the  nigher  positions. 
The  result  of  providing  these  low-salaried  positions  is  that  in  many 
cases  young  girls  are  employed,  or  men  who  are  not  capable  of  ob- 
taining higher  wages.  IJsually  these  positions  are  in  unclassified 
offices,  and  the  inefficient  employees  who  are  brought  into  the  service 
through  the  clasification  of  such  positions  thus  become  permanent 
clerks  under  the  civil  service.  It  is  not  the  best  material  from 
which  to  make  efficient  post-office  employees. 

The  Chairman.  In  order  to  get  it  plainly  before  the  committee,  in 
your  recommendation  of  an  increase  of  $3,000,000  for  compensation 
to  clerks,  you  estimate  $1,000,000  to  be  applied  entirely  to  the  appoint- 
ment of  new  clerks  required  by  reason  of  the  increased  volume  of 
service,  and  that  would  contemplate  2,742  additional  clerks.  Is  that 
correct  ? 

Mr.  Hitchcock.  Practically  a  million  dollars  in  round  numbers. 
The  exact  sum,  as  we  figure  it  out,  is  $889,800. 

The  Chairman.  And  about  2,700  additional  clerks? 

Mr.  Hitchcock.  I,48e3  clerks  at  $600  for  the  full  year.  As  we 
allot  them  at  intervals  throughout  the  year,  the  number  actually  ap- 
pointed would  be  very  much  larger. 
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The  Chairman.  That  would  leave,  approximately,  $2,000,000  to 
be  applied  to  the  increase  ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  And  of  that  $2,000,000  you  contemplate  the  appli- 
cation or  allotment  of  about  $39^00  for  grades  above  $1,200? 

Mr.  Hitchcock.  Precisely. 

The  Chairman.  And  then  it  also  contemplates  the  increase  of  all 
clerks  in  first-class  offices  below  $1,200  and  above  $600  by  $100  each  ? 

Mr.  Hitchcock.  Not  all. 

The  Chairman.  How  many  clerks  would  it  provide  for? 

Mr.  Hitchcock.  It  would  provide  for  the  promotion  of  all  clerks 
in  first-class  offices  in  the  $600,  $700,  $800,  and  $900  grades. 

The  Chairman.  All  of  the  clerks  in  the  $600,  $700,  $800,  and  $900 
grades  ? 

Mr.  Hitchcock.  During  the  year.  Not  necessarily  on  the  1st  of 
Jnly,  but  during  the  year;  and  in  second-class  offices  all  the  clerks  in 
the  "^$600,  $700,  and  $800  grades.  The  $700  grade  would  be  entirely 
absorl:)ed  in  the  $800  grade. 

The  Chairman.  Then  all  the  clerks  in  either  first  or  second  class 
offices  of  the  $700  grade  would  be  promoted  ? 

Mr.  Hitchcock.  They  would  go  into  the  $800  grade. 

The  Chairman.  And  some  of  the  $600  grade  and  some  of  the  $800 
grade  would  be  promoted,  but  not  all  ? 

Mr.  Hitchcock.  Those  who  had  served  for  one  year  and  had  given 
satisfactory  service. 

The  Chairman.  The  application  or  allotment  of  this  $2,000,000  for 
increases  which  you  have  recommended  would  contemplate  the  in- 
crease of  salaries  in  first-class  offices — that  is,  some  time  during  the 
year— of  all  of  the  employees  getting  $600,  $700,  $800,  and  $900? 

Mr.  Hitchcock.  At  some  time  during  the  year,  except,  of  course, 
those  appointed  during  the  year. 

The  Chairman.  No  clerk  who  had  served  less  than  a  year  would  be 
promoted  ? 

Mr.  Hitchcock.  Xo,  sir.  No  clerk  who  had  served  less  than  a  year 
would  be  promoted. 

The  Chairman.  What  proportion  of  the  clerks  above  $900  in  officer 
of  the  first  class  would  it  contemplate  promoting? 

Mr.  Hitchcock.  It  would  contemplate  the  promotion  of  30  per 
cent  of  the  clerks  in  the  $1,000  grade  and  20  per  cent  of  the  clerks 
in  the  $1,100  grade,  under  the  condition  just  described,  namely,  that 
they  must  serve  satisfactorily  for  a  year  in  the  grades  fromwhich 
promoted. 

The  Chairman.  Does  this  contemplate  the  promotion  of  any  clerk 
in  the  $000  grade  in  an  office  of  tjie  second  class? 

Mr.  HiTCHC^ocK.  It  does  not  contenvnlate  the  general  promotion  of 
clerks  receiving  $900  in  second-class  offices,  but  it  makes  possible,  as  I 
have  explaineclin  my  report,  the  promotion  of  such  clerks  where  it  is 
necessary  to  do  so  in  order  to  retain  them  in  the  service. 

The  Chairman.  That  would  be  possible  under  the  law  if  your 
recommendation  relative  to  the  reclassification  should  be  adopted^  but 
what  I  am  now  trying  to  understand  is  where  the  $2,000,000  would 
be  distributed  under  your  allotment.  If  I  understand  you,  $39,200, 
we  will  say  for  the  purpose  of  explanation,  would  be  allotted  to 
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grades  above  $1,200.  Then,  it  would  contemplate  the  increase  during 
the  year  where  a  person  had  served  at  least  a  year  and  one  additional 
quarter,  20  per  cent  of  those  I'eceiving  $1,100,  and  30  per  cent  of  those 
receiving  a  thousand  dollars  in  first-class  offices. 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  What  per  cent  of  those  receiving  $900  in  first- 
class  offices,  all  of  them  ? 

Mr.  Hitchcock.  One  hundred  per  cent ;  all  clerks  receiving  $900 
in  the  first-class  offices  who  have  served  at  least  one  year  satisfac- 
torily at  that  compensation. 

The  Chairman.  Then,  as  to  the  clerks  in  first-class  offices  receiving 
$800;  all  of  them? 

Mr.  Hitchcock.  All  of  them  to  $900. 

The  Chairman.  And  the  clerks  receiving  $700  and  $600;  all  of 
them  ? 

Mr.  Hitchcock.  In  the  same  way ;  yes,  sir. 

The  Chairman.  And  in  offices  of  the  second  class,  all  of  those 
receiving  $600,  $700,  and  $800? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Yet  that  allotment  only  contemplates  $2,000,000? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  According  to  a  hasty  estimate  which  I  have  made, 
you  can  promote  all  of  the  clerks  in  the  thousand  dollar  and  eleven 
hundred  dollar  grades  during  the  year  and  still  not  increase  your 
$2,000,000  more  than  a  hundred  thousand  dollars.  In  other  words, 
if  you  had  $2,000,000  of  this  increase  you  could  make  all  the  increases 
you  have  suggested  and  still  have  enough  to  increase  the  other  80 
per  cent  of  the  $1,100  and  70  per  cent  of  the  $1,000  clerks? 

Mr.  Hitchcock.  In  making  your  estimates  have  you  included  the 
advancement  of  $600  clerks  to  $800,  an  increase  of  $200,  in  both 
classes  of  offices? 

The  Chairman.  Yes,  sir. 

Mr.  Hitchcock.  Did  vou  inchide  also  the  promotion  of  clerks  re- 
ceiving $400  and  $500  into  the  $600  grade? 

The  Chairman.  T  did  not. 

Mr.  Hitchcock.  They  should  be  included. 

The  Chairman.  If  you  increase  the  amount  $39,200  in  grades 
about  $1,200  and  then  should  increase  all  clerks  in  first-class  offices 
below  $1,200  by  $100,  except  the  clerks  of  $600  and  advance 
those  $200  each,  and  then  increase  all  the  clerks  in  the  second-class 
offices  of  the  present  grade  of  $700  by  $100  and  those  in  the  $600 
grade  by  $200,  it  would  not  make  much  more  than  $2,000,000,  about 
$100,000. 

Mr.  Hitchcock.  Suppose  I  read  you  the  calculations  we  have  made 
covering  all  these  positions  and  let  the  figures  go  into  the  record  in 
the  form  of  a  complete  statement  ? 

The  Chair31an.  Very  well. 

Mr.  Hitchcock.  This  increase  of  $8,000,000,  should  the  proposed 
classification  be  enacted  into  law,  would  be  apportioned  as  follows: 

For  ri57  promotions  In  the  higher  grades  (from  $1,300  to  $3,200) $39,200 

For  promotions  in  the  higher  clerical  grades : 

820  from  $1,000  to  $1,100  (30  per  cent) 82.000 

344  from  $l,lfrO  to  $1.2<X)  (20  per  cent) 34,400 
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For  promotions  in  the  higher  clerical  grades — Continued. 

12,544  in  the  grades  from  .$«()()  to  $1,000  at  flrst-class  offices $l,399,<50li 

3,865  in  the  grades  from  $600  to  $900  at  second-class  offices ^58,500 

For  promotions  to  the  $600  grade  from  lower  clerical  positions : 

855  from  $500  to  $600 85,500 

305  from  $400  to  $600 61.000 

For  total  promotions 2,060.200 

For  1,483  additional  clerks  at  $600 .. 889,800 

For  additional  contract  stations 50,000 

Grand  total  -j 3,000,000 

The  Chairman.  All  of  those  promotions  would  not  be  made  at  one 
time  ? 

Mr.  Hitchcock.  That  is  the  maximum  amount  that  would  be  re- 
quired under  our  plan. 

The  Chairman.  That  is  true,  but  at  the  end  of  the  year  or  upon 
the  first  day  of  July,  1908,  there  would  be  a  charge  for  these  various 
employees  on  account  of  these  increases  of  a  still  larger  sum  ? 

Mr.  Hitchcock.  The  $2,000,000  increase  covers  all  promotions, 
including  those  from  $600  to  $1,000  in  first-class  offices  and  those 
from  $600  to  $900  in  second-class  offices. 

The  Chair^ian.  Suppose  you  promote  a  certain  per  cent  on  the 
first  of  July  and  another  per  cent  on  the  first  of  each  succeeding 
quarter  at  these  annual  rates ;  do  I  understand  that  $2,000,000  is  the 
annual  charge  or  the  total  charge  of  the  promotions? 

Mr.  Hitchcock.  It  is  the  maximum  of  all  the  promotions. 

The  Chairman.  Is  it  the  maximum  annual  charge  or  the  maximum 
amount  to  be  paid  during  the  next  fiscal  year? 

Mr.  Hitchcock.  It  is  the  maximum  for  the  next  fiscal  year. 

The  Chairman.  Of  money  to  be  paid? 

Mr.  Hitchcock.  Of  money  to  be  paid. 

The  Chairman.  But  you  will  appreciate  that  if  some  of  these  pro- 
motions are  not  made  until  later  than  the  first  of  the  fiscal  year  that 
the  annual  rate  of  pay  will  be  greater  than  $3,000,000  when  you  come 
to  make  provision  ror  that  pa^'ment  at  a  subsequent  fiscal  year.  How 
many  different  promotions  does  that  contemplate,  approximately  ? 

Mr.  Hitchcock.  I  have  just  given  it  in  this  statement. 

The  Chairman.  Something  in  the  neighborhood  of  5,000? 

Mr.  Hitchcock.  More  than  that;  16,741. 

The  Chairman.  Approximately  16,000  promotions,  making  an  out 
lay  of  $2,000,000  during  the  next  fiscal  year.     Is  that  correct? 

Mr.  HiTCHcorK.  Yes,  sir. 

The  Chairman.  But  will  not  those  16,000  promotions  engraft  a 
certain  charge  at  an  annual  rate  after  the  next  fiscal  vear  greater  than 
$2,000,000? 

Mr.  Hitchcock.  You  should  take  into  account  the  fact  that  during 
the  first  year  we  shall  make  certain  promotions  that  will  not  occur  in 
subsequent  years,  as,  for  example,  the  advancing  of  the  clerks  in  the 
grades  below  $600  and  the  advancing  of  the  clerks  in  the  $700  grade. 
It  should  be  remembered  also,  ^'Ir.  Chairman,  that  whenever  a 
vacancy  occurs  in  the  higher  gi'ados  a  new  appointment  will  be  made 
at  $600  per  annum.  Thus,  as  clerks  drop  out  of  the  higher  grades  the 
rate  of  charge  will  be  diminished. 
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The  Chairman.  I  still  feel  that  if  you  should  promote  during  the 
next  fiscal  year  10,000  clerks  by  $100  each,  that  during  the  subsequent 
fiscal  year  which  follows  the  next  it  would  be  necessary  to  add  to  the 
appropriation  bill  $1,600,000  to  meet  the  increases  which  have  been 
provided  this  vear.  Is  not  that  true  ?  So  that  the  next  appropria- 
tion bill  would  have  to  carrv  $1,600,000  additional  on  account  of  the 
promotion  of  16,000  clerks  during  the  year. 

Mr.  Hitchcock.  I  would  like  to  figure  a  little  on  that  problem 
before  making  a  definite  statement. 

The  Chairman.  It  does  not  seem  to  me  that  there  is  much  need  of 
figuring. 

Mr.  Hitchcock.  There  is  so  much  to  be  deducted  in  the  way  of 
lapsed  salaries. 

The  Chairman.  Assuming  that  th6  16,000  clerks  who  were  pro- 
moted during  the  next  fiscal  year  remain  in  the  service  at  their 
various  ffrades,  the  anual  rate  at  which  they  are  employed  would  be 
advanced  $1,600,000  on  account  of  the  promotions  during  the  year 
by  a  hundred  dollars. 

Mr.  Hitchcock.  Whatever  may  be  the  annual  rate  hereafter  it  is 
my  judgment  that  this  appropriation  ought  to  be  made. 

The  Chairman.  I  am  not  questioning  that.  I  am  trying  to  arrive 
at  the  sum  of  money  that  this  would  require  during  the  subsequent 
year. 

Mr.  Hitchcock.  Unquestionably  the  salaries  would  have  to  be  con- 
tinued. 

The  Chairman.  At  the  annual  rate? 

Mr.  Hitchcock.  As  to  the  exact  amount,  I  am  not  sure  that  it 
would  be  as  much  as  you  say;  possibly  it  would  be.  The  same 
method  of '  compensation  would  be  followed  as  that  now  followed  in 
the  case  of  the  carriers.  There  would  be  the  same  rate  of  charge 
upon  the  Government. 

The  Chairman.  According  to  the  calculation  which  I  make,  you 
allot  $39,200  to  grades  above  $1,200  and  then  provide  for  a  hundred- 
dollar  promotion  during  the  year  some  time  of  all  clerks  in  first-class 
offices  below  $1,200,  except  those  of  the  $600  grade,  and  promote  them 
by  $200  to  the  $800  grade,  which  would  make  an  annual  rate  of 
$1,827,700.  Then,  if  all  the  clerks  in  the  second-class  offices  of  the 
present  grade  of  $700  should  be  increased  by  $100,  and  those  of  the 
$600  grade  by  $200,  it  would  require  an  annual  charge  of  $862,700, 
making  a  total  of  $2,129,600.  Would  not  that  be  a  better  provision 
than  the  one  which  you  have  made,  which  contemplates  about  20  per 
cent  increase  of  clerks  in  the  $1,100  grade  and  30  per  cent  of  the 
$1,000  grade,  and  in  addition  provides  for  the  promotion  of  clerks 
in  second-class  offices  below  the  $600  grade?  To  restate  the  propo- 
sition simplv:  Is  not  it  better  to  let  the  clerks  in  the  little  second- 
class  offices  below  $600  alone  and  apply  a  higher  per  cent  of  increase 
to  the  clerks  in  the  first-class  offices  aSove  $1,000? 

Mr.  Hitchcock.  It  is  my  judgment  that  it  would  be  better  to  fix 
the  initial  salary  in  all  second-class  offices  at  $600.  and  thereby  make 
it  possible  to  obtain  a  better  class  of  employees,  tor  these  employees 
are  finally  classified  into  the  service  and  become  permanent  clerks. 
It  is  the  material,  to  a  considerable  extent,  from  which  we  have  to 
draw  in  filling  the  higher  positions  in  our  post-offices.     I  am  strongly 
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of  the  opinion  that  it  is  a  mistake  to  attempt  to  get  employees  at  such 
salaries  as  $400  and  $500.  I  think  it  would  be  wise  to  abandon  those 
grades  and  to  make  the  initial  salary  $600  in  all  first  and  second 
class  offices.  If  we  can  hold  out  the  definite  assurance  that  after  an 
employee  has  given  satisfactory  service  for  one  year  he  can  be  pro- 
moted to  $800  we  shall  be  able  to  get  a  better  class  of  employees.  It 
will  be  economy  in  the  end  to  do  that. 

Mr.  Snapp.  In  this  statement  vou  use  this  language:  "This  in- 
crease, should  the  proposed  classification  be  enacted  into  law,  would 
be  apportioned  as  follows."  Would  the  amount  of  appropriation 
which  you  recommend  here  be  apportioned  in  the  same  way  even  if 
the  classification  that  you  recommend  were  not  enacted  into  law  ? 

Mr.  Hitchcock.  It  would  be  so  apportioned,  except  as  regards 
certain  positions  omitted  in  any  bill  that  would  be  continued  if  the 
law  were  not  enacted.  That  is  to  say,  the  $700  grade  would  stil) 
exist  if  the  law  were  not  enacted,  and  therefore  it  would  be  necessary 
to  provide  for  the  clerks  in  that  grade.  Similarly,  if  the  $400  and 
??500  positions  were  continued  it  would  be  necessary  to  provide  for 
the  clerks  in  those  grades. 

Mr.  Snapp.  Please  explain  why.  If  the  appropriation  was  made 
as  you  recommend,  what  is  to  prevent  the  Department  from  making 
the  promotions  and  fixing  the  salaries,  according  to  your  statement, 
in  each  of  these  grades  ? 

Mr.  HiTCHCOc^K.  We  recommend  that  these  changes  in  salaries  be 
made  whether  or  not  the  proposed  bill  is  enacted  into  law.  I  thought 
your  question  related  to  tne  present  form  of  appropriation  as  regards 
the  various  grades.  Under  the  new  form  of  appropriation  we  recom- 
mend the  promotions  can  bo  made  in  the  manner  suggested  whether 
or  not  the  classification  bill  passes. 

Mr.  Snapp.  Supposing  we  follow  your  recommendation  as  outlined 
in  this  statement,  would  the  apportionment  be  made  as  provided  in 
the  statement  whether  the  classification  bill  you  recommend  was 
passed  or  not  ? 

Mr.  Hitchcock.  Yes,  sir;  that  is  the  plan.  We  recommend  this 
change  whether  or  not  the  classification  bill  is  passed. 

Mr.  Snapp.  My  question  is,  will  the  Department  follow  this  pro- 
posed classification  of  salaries  whether  the  classification  bill  you 
recommend  is  passed  or  not,  if  we  ^ve  you  the  money? 

Mr.  Hitchcock.  If  the  money  is  given  we  will  follow  the  plan 
described. 

Mr.  FiNLEY.  In  refei'ence  to  the  promotions  which  you  have  pro- 
vided in  the  second-class  offices,  I  understand  that  you  propose  to 
abolish  the  $400  and  $500  grades,  practically  speaking,  in  order  to 
promote  the  efficiency  of  the  service,  and  to  retain  promising  men 
who  wall  become  efficient  postal  clerks.  Do  not  the  same  reasons 
apply  that  apply  to  the  clerks  in  first-da&s  offices? 

Mr.  Hitchcock.  I  think  they  do. 

Mr.  FiNLEY.  Is  it  not  true  that  in  second-class  offices  it  is  found 
largely  impossible  to  obtain  efficient  men  at  those  salaries  ? 

Mr.  Hitchcock.  As  a  general  rule  it  is  impossible  to  induce  capa- 
ble men  to  work  in  a  post-office  for  $400  or  $500  a  year. 

Mr.  FiNLEY.  Who  are  efficient  men  or  when  they'have  reached  the 
point  of  efficiency  they  want  something  better  ? 
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Mr.  Hitchcock.  The  kind  of  men  we  want  to  bring  into  the  service 
we  can  not  get  at  those  salaries.  I  have  discussed  the  question  with 
many  postmasters  and  the  general  impression  seems  to  be  that  it  is  a 
mistake  to  introduce  into  the  service  the  class  of  employees  that  will 
accept  such  low  salaries. 

Mr.  FiNLEY.  You  can  not  keep  them  after  they  become  efficient? 

Mr.  Hitchcock.  It  has  the  injurious  effect  of  starting  in  the  service 
inferior  employees  who  afterward  become  permanent  under  the 
method  of  classification. 

Mr.  FiNLEY.  And  it  also  prevents  a  man  of  the  higher  order  from 
getting  into  the  service? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  How  many  additional  clerks  does  your  estimate 
contemplate  ? 

Mr.  Hitchcock,  One  thousand  four  hundred  and  eighty-three  for 
the  full  year. 

The  Chairman.  There  has  been  a  considerable  demand  for  addi- 
tional clerks  during  the  current  year? 

Mr.  Hitchcock.  There  has  been  an  extraordinary  demand,  a  de- 
mand that  we  have  not  been  able  to  meet. 

The  Chairman.  How  does  the  number  of  new  clerks  authorized  by 
the  current  law  measure  up  to  the  present  demand  ? 

Mr.  Hitchcock.  It  is  inadequate. 

The  Chairman.  Your  estimate  for  additional  service  for  the  cur- 
lent  year  was  granted  in  full  by  Congress  for  new  service?  ' 

Mr.  Hitchcock.  Yes,  sir;  the  full  number  of  additional  clerks. 

The  Chairman.  Has  that  proven  a  less  number  than  the  service  ' 
really  demands? 

Mr.  Hitchcock.  The  number  estimated  for  by  the  Department 
was  decidedly  too  small. 

The  Chairman.  That  was  on  account  of  the  growth  of  the  busi- 
ness being  greater  than  estimated  for? 

Mr.  Hitchcock.  Because  of  the  unprecedented  growth. 

The  Chairman.  What  is  the  present  state  of  your  allowance  under 
the  current  law  for  additional  clerical  hire? 

Mr.  Hitchcock.  There  is  at  present  an  apparent  deficit,  which  we 
expect  will  be  met  by  the  lapsed  salaries. 

The  Chairman.  Will  you  please  state  briefly  to  the  committee 
where  this  increased  demand  comes  from,  what  sections  of  the  coun- 
try, and  what  appears  to  the  Department  to  be  the  cause  of  the 
growth  of  the  service  in  those  sections. 

Mr.  Hitchcock.  It  comes  from  all  sections  of  the  country. 

The  Chairman.  Has  the  per  cent  of  growth  of  the  service  been 
rather  uniform  ? 

Mr.  Hitchcock.  I  think  it  has  been  pretty  evenly  divided  as  be- 
tween the  East  and  the  West. 

The  Chairman.  Practically  half  of  the  fiscal  year  has  expired,  and 
you  now  find  that  the  amount  estimated  for  new  service  for  this  year 
was  how  much  too  short,  as  to  the  number  of  clerks  ? 

Mr.  Hitchcock.  That  is  a  pretty  hard  question  to  answer,  because 
there  is  still  a  considerable  part  of  the  year  to  provide  for. 

The  Chahiman.  With  the  information  which  you  have  now,  had 
you  had  it  when  you  made  your  estimate  for  the  current  year,  what 
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increase  in  the  number  of  clerks  would  you  probably  have  estimated 
for? 

Mr.  Hitchcock.  I  would  like  to  do  a  little  figuring  before  answer- 
ing that  question. 

The  Chairman.  I  thought  possibly  vou  might  have  some  approx- 
imate figures.  My  question  was  merely  this:  If  the  allowance  for 
clerk  hire  at  first  and  second  class  offices  was  much  short  of  what  the 
growth  of  the  service  has  demonstrated  it  should  have  been,  whether 
or  not  there  is  some  probability  of  your  having  estimated  too  low  now 
for  the  next  fiscal  year ;  do  you  feel  that  your  estimate,  based  entirely 
on  the  growth  of  the  service  and  exclusive  of  your  recommendations 
for  increase,  is  ample  for  the  next  fiscal  year? 

Mr.  Hitchcock.  If  we  can  provide  a  reasonable  plan  of  promotions 
for  the  service,  I  believe  it  will  be  possible  to  conduct  the  postal  busi- 
ness with  considerable  less  increase  from  year  to  year  than  is  now  the 
case. 

The  Chairman.  By  holding  more  efficient  clerks  and  stimulating 
their  interest  by  fair  salaries? 

Mr.  Hitchcock.  Precisely. 

The  Chairman.  And  that  you  can  do  better  business  than  with  a 
larger  number  of  employees  at  less  salaries? 

Mr.  Hitchcock.  That  is  my  feeling  about  this  problem,  and  I  am 
frank  to  say  that  the  estimate  I  have  submitted  for  additional  clerks 
is  low.  No  doubt  it  would  be  too  low  under  present  conditions  in  the 
service.  If  the  service  should  be  conducted  as  at  present,  and  the 
growth  of  the  postal  business  be  maintained,  I  fear  it  would  be  neces- 
•sary  to  call  for  additional  clerks  later  in  the  year. 

The  Chairman.  Are  you  prepared  to  give  any  estimate  as  to  how 
many  additional  clerks  would  be  necessary? 

Mr.  Hitchcock.  I  am  not.  It  is  simply  my  conviction  that  unless 
we  are  able  to  change  radically  the  present  conditions  of  employment 
in  the  postal  service  it  will  be  necessary  to  go  on  piecing  out  from 
time  to  time  with  larger  numbers  of  untrained  men. 

Mr.  Stafford.  You  stated  that  you  had  provided  $889,800  for 
purely  additional  service.  That  amount  would  be  distributed  over 
the  year  in  the  appointment  of  additional  clerks.  Dividing  that 
amount  by  600  I  believe  you  arrive  at  the  number,  1,483  additional 
clerks.  Will  you  not  appoint  under  your  present  arrangement  moixj 
additional  clerks  than  1,483  by  reason  of  the  allotment  of  the  same 
over  the  various  quarters  of  the  year  ? 

Mr.  Hitchcock.  Unquestionably.  That  is  the  reason  why  I  stated 
to  the  chairman  1,483  additional  clerks  for  a  full  year.  As  a  matter 
of  fact,  the  clerks  will  be  appointed  at  intervals  during  the  year. 

Mr.  Stafford.  So  that  more  than  1,483  will  really  be  appointed 
during  the  year? 

Mr.  Hitchcock.  Decidedly  more. 

Mr.  Stafford.  Can  you  give  us  the  maximum  number  that  will 
be  appointed  with  an  allowance  of  $889,800  for  additional  service? 

Mr.  Hitchcock.  I  could  hardly  do  more  than  make  an  estimate,  for 
the  allotment  of  clerks  will  be  determined  by  the  varying  conditions 
from  month  to  month  throughout  the  vear. 

Mr.  Stafford.  So  you  do  not  wish  to  be  understood  that  only 
1,483  additional  clerks  will  be  needed  during  the  current  fiscal  year, 
but  that  many  more  will  be  appointed  out  of  this  $889,800? 
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Mr.  Hitchcock.  Unquestionably. 

Mr.  Stafford.  Can  you  give  us  the  number  of  additional  clerks 
that  the  service,  during  the  present  fiscal  year  has  required  to  have 
been  appointed  ? 

Mr.  Hitchcock.  I  am  sorry  to  say  that  I  have  not  with  me  a 
statement  showing  the  various  allotments  o.f  clerks  during  the  year. 
That  can  be  readily  prepared. 

Mr.  Stafford.  It  is  in  excess  of  1,500? 

Mr.  Grandfield.  It  is  just  about  1,500. 

Mr.  Hitchcock.  I  think  it  is  something  over  1,500. 

Mr.  Stafford.  And  you  believe  that  you  may  have  need  to  call 
for  a  deficiency  appropriation  for  additional  clerical  service  on 
account  of  the  growth  for  the  current  fiscal  year. 

Mr.  Hitchcock.  I  think  that  very  probable. 

Thereupon,  at  12.45  p.  m.,  the  committee  took  a  recess  until  1.30 
p.  m. 

after  recess. 

STATEMENT  OF  HON.  FBANK  H.  HITCHCOCK— Besumed. 

Mr.  Hitchcock.  Before  the  hearing  begins  I  will  state  that  I  have 
the  two  letters  that  were  called  for  at  the  meeting  yesterday,  and  I 
presume  they  ought  to  go  into  the  record. 

The  Chairman.  If  you  will  hand  them  to  Mr.  Williams,  in  the 
compilation  of  the  testimony  of  yesterday,  he  will  insert  them  at  the 
proper  places. 

Mr.  Hitchcock.  I  also  have  the  text  of  the  act  of  which  you  wanted 
a  full  copy.  That  can  go  in  also  if  you  think  it  necessary.  It  is  the 
act  adjusting  the  salaries  of  postmasters. 

Mr.  Stafford.  Taking  up  the  consideration  of  the  appropriation  of 
last  year  for  clerks  in  charge  of  contract  stations,  in  wnich  the  com- 
mittee for  the  first  time  segregated  the  appropriation  to  those  receiv- 
ing over  $300  and  those  under  $300,  what  have  you  to  recommend  as 
to  those  positions? 

Mr.  Hitchcock.  In  submitting  our  estimates  a  year  ago,  you  will 
recall  that  we  recommended  a  single  fund  for  all  these  stations,  but 
,  the  committee  separated  it  into  two  funds. 

Mr.  Stafford.  What  does  the  Department  recommend  this  year? 
In  the  printed  bill  I  find  both  those  items  within  brackets,  which 
indicates  that  it  has  been  recommended  for  omission. 

Mr.  Hitchcock.  We  recommend  that  a  single  fund  be  appro- 
priated, in  this  language :  "  For  the  maintenance  of  contract  stations 
at  not  exceeding  $1,000  each,  $750,000:  Provided^  That  not  more  than 
$150,000  shall  be  expended  for  the  maintenance  of  such  stations  in 
the  grades  above  $500.*' 

That  provision  would  throw  the  entire  appropriation  into  a  single 
fund,  and  at  the  same  time  limit  the  expenditures  for  stations  carrv^- 
ing  compensation  above  $500  to  the  amount  named,  $150,000.  It 
would  ^eatly  simplify  the  accounting  and  would  enable  us  to  utilize 
the  entire  fund.  The  difficulties  we  experienced  in  endeavoring  to 
administer  the  appropriation  as  granted  last  year  in  the  shape  of  two 
distinct  funds  would  oe  avoided. 

Mr.  Stafford.  How  much  of  that  $750,000  is  ah  increase  over  the 
two  present  appropriations? 
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Mr.  Hitchcock.  Fifty  thousand  dollars. 

Mr.  Stafford.  Can  you  state  the  amount  that  is  now  paid  to 
clerks  in  charge  of  contract  stations  above  $500,  and  the  niunber  of 
each. 

Mr.  Hitchcock.  On  January  1,  1907,  there  were  119  in  the  grades 
above  $500. 

Mr.  Stafford.  Can  you  give  them  in  the  respective  grades? 

Mr.  Hitchcock.  There  were  4  in  the  $1,000  grade,  16  in  the  $J>00 
grade,  19  in  the  $800  grade,  28  in  the  $700  grade,  and  52  in  the  $000 
grade. 

Mr.  Stafford.  Can  you  give  the  number  below  $600? 

Mr.  Hitchcock.  Yes ;  there  were  100  in  the  $500  grade,  192  in  the 
$400  grade,  459  in  the  $300  grade,  826  in  the  $200  grade,  1,474  in  the 
$100  grade,  140  at  $50,  1  at  $4,  and  4  at  $1— a  total  of  3,316  stations. 

The  Chahiman.  Suppose  you  give  the  total  at  $500  and  less,  and 
the  total  at  $600  and  more — separate  them  in  that  w^av. 

Mr.  Hitchcock.  There  were  119  above  $500  and  3,197  lielow  $600. 

The  Chairman.  Below  $600? 

Mr.  Hedge.  Including  $500? 

Mr.  Hitchcock.  Yes;  3,197  below  $600. 

Mr.  STAFtx)RD.  A\Tiy  do  you  recommend,  other  than  for  the  reasons 
vou  have  heretofore  stated,  the  dividing  line  betw^een  the  $600  and 
$500  grades  rather  than  between  $400  and  $300? 

Mr.  Hitchcock.  Simply  because  that  seemed  to  be  a  more  logical 
line  of  division. 

Mr.  Stafford.  But  the  great  bulk,  the  great  number,  of  these  posi- 
tions are  found  in  the  grades  below  $300,  and  only  a  little  more  than 
four  hundred  are  above  that  grade? 

Mr.  Hitchcock.  The  great  bulk  of  the  stations  were  included 
under  the  clause  in  the  present  appropriation  that  provided  for 
stations  carrying  salaries  below^  $400. 

Mr.  Stafford.  You  make  a  recommendation  for  an  increase  in 
these  two  items  of  $50,000.  If  tlie  committee  should  continue  the 
present  segregation  at  the  dividing  line  betw-een  three  and  four  hun- 
dred dollars,  in  what  class  would  that  increased  appropriation  l>e 
most  needed? 

Mr.  Hitchcock.  If  the  present  separation  should  be  continued  it 
would  be  desirable  to  divide  the  $50,000  fund  between  the  two  groups 
of  stations. 

Mr.  Stafford.  Is  there  not  more  pressing  need  for  the  establish- 
ment of  stations  in  the  lower  grades  than  there  is  in  the  higher 
grades  ? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Stafford.  Should  there  not  be  a  greater  portion  of  that  in- 
crease allotted  to  the  smaller  grades,  or  to  the  appropriation  for  the 
smaller  grades? 

Mr.  Hitchcock.  The  provision  that  not  exceeding  $150,000  shall 
be  expended  for  stations  above  $500  is  intended  to  give  the  I)epart- 
ment  sufficient  leeway.  It  is  not  likely  that  we  shall  expend  that 
amount.  As  I  stated  at  the  hearings  a  year  ago,  I  am  strongly  in 
favor  of  increasing  the  number  of  low-salaried  contract  stations.  I 
am  against  the  plan  of  having  large  contract  stations.  I  believe  in 
dividing  up  the  business  and  distributing  it.     Instead  of  having 
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one  station  paying  $900,  for  example,  I  think  it  would  be  better  to 
divide  the  business  between  several  stations,  thus  bringing  the  postal 
facilities  closer  to  a  larger  population. 

The  Chairman.  Then  this  additional  $50,000  which  you  recommend 
is  to  be  applied  to  the  establishment  of  new  stations,  and  not  for  the 
purpose  of  increasing  the  compensation  of  those  already  established? 

Mr.  Hitchcock.  It  is  to  be  utilized  for  both  purposes,  but  niainlv 
for  the  purpose  of  increasing  the  number.  We  are  constantly  divicf- 
ing  up  the  large-salaried  stations.  When  a  station  reaches  the  $900 
grade  or  the  $1,000  grade,  we  endeavor,  if  practicable,  to  reorganize 
it  in  such  manner  as  to  scatter  the  business  among  several  stations. 

The  Chairman.  Would  it  not  be  better  to  use  the  language  of  the 
present  law,  even  though  the  $500  should  be  the  dividing  line  rather 
than  the  $300,  than  to  adopt  the  recommendation  which  you  have 
just  made  of  one  item  of  the  total  amount,  with  a  proviso  in  it  with 
reference  to  those  stations  above  $500?  In  other  words,  is  it  not 
better  to  maintain  the  strict  segregation  as  between  the  limit,  whether 
that  limit  be  $300  or  $500? 

Mr.  Hitchcock.  Mr.  Chainnan,  I  think  that  the  plan  of  consolida- 
ting the  appropriation  is  decidedly  the  better  of  the  two. 

The  Chairman.  For  administrative  purposes? 

Mr.  Hitchcock.  For  administrative  purposes  and  particularly 
because  of  the  accounting.  If  you  have  two  funds,  you  must  have 
two  accounts,  and  when  you  transfer  a  station  from  one  account  to 
the  other,  you  have  that  additional  complication.  That,  in  my 
judginent,  is  one  of  the  great  difficulties  with  the  administration  of 
the  postal  service — the  methods  of  accounting  are  too  complicated. 

The  Chairman.  But  the  segregation,  on  the  other  hand,  permits 
Congress  to  keep  a  better  detailed  scrutiny  of  the  appropriations. 

Mr.  Hitchcock.  That  purpose  can  be  accomplished  just  as  readily 
and  just  as  positively  by  this  provision  that  limits  the  amount  we  can 
utilize  in  the  grades  above  $500  to  a  specific  sum.  It  answers  the 
same  purpose  without  necessitating  the  two  accounts,  and  makes  it 
a  simpler  matter  for  us  to  reduce  a  station  from,  say,  the  $G00  grade 
to  the  $400  grade,  because  it  is  all  in  one  account. 

Mr.  Snapp.  Can  you  indicate  to  the  committee  about  how  you 
would  use  this  appropriation  in  the  different  grades  if  it  was  granted 
in  a  lump  sum? 

Mr.  Hitchcock.  It  would  not  make  any  difference  in  the  method  of 
utilizing  the  appropriation. 

Mr.  Snapp.  I  mean  the  number  of  stations  of  each  grade? 

Mr.  Hitchcock.  I  have  just  given  the  number  of  stations  that  are 
now  in  existence. 

Mr.  Snapp.  That  are  now  established  ? 

Mr.  Hitchcock.  In  each  group — that  is,  those  above  the  $500  grade 
ond  those  from  $100  to  $500. 

Mr.  Snapp.  Would  that  classification  be  continued  if  this  appro- 
priation of  $750,000  in  a  lump  sum  were  made? 

Mr.  Hitchcock.  Xot  precisely.  It  would  not  be  continued  even 
if  there  were  two  separate  funds.  We  are  constantly  changing  the 
stations  to  meet  changing  conditions. 

Mr.  Snapp.  What  changes,  then,  would  you  be  likely  to  make  if 
this  appropriation  was  made  as  you  suggest? 
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Mr.  Hitchcock.  The  change  that  I  chiefly  favor  is  an  increase  in 
the  number  of  small,  low-salaried  stations. 

The  Chairman.  Below  what  sum;  below  the  $500  or  below  the 
$200? 

Mr.  Hitchcock.  Chiefly  stations  paying  $100,  $200,  and  $300.  As 
far  as  practicable  I  favor  also  a  decrease  in  the  number  of  high- 
salaried  stations  and  a  division  of  their  business  among  smaller 
stations. 

Mr.  Snapp.  Do  you  mean  you  would  decrease  the  high-salaried 
stations  as  fast  as  possible? 

Mr.  Hitchcock.  I  would  decrease,  as  far  as  possible,  the  number  of 
large  stations  and  nmltiplv  the  small  ones. 

Mr.  Snapp.  By  increasing  the  number^ 

Mr.  Hitchcock.  By  increasing  the  number  and  giving  smaller 
salaries. 

Mr.  Stafford.  Was  any  diificulty  encountered  in  the  administra- 
tion of  the  appropriation  for  clerks  by  reason  of  an  erroneous  esti- 
mate having  been  furnished  the  Committee  for  the  segregation  of 
these  two  items  for  clerks  in  charge  of  contract  stations;  and  if 
there  w^as,  will  you  kindly  state  how  the  confusion  aros^? 

Mr.  Hitchcock.  There  was  considerable  difficulty  this  year,  and 
the  fault  lies  with  the  Department.  In  submitting  our  list  of  con- 
tract stations  we  included  only  what  were  technically  known  as 
"  numbered  "  stations.  The  clerk  who  compiled  the  list  omitted  other 
contract  stations  that  should  have  been  included,  and  thus  the  total 
number  reported  to  the  Committee  was  less  than  the  actual  number 
in  existence. 

Mr.  Stafford.  What  other  stations  bolides  the  numbered  stations 
were  under  contract? 

Mr.  Hitchcock.  There  are  stations  that  have,  in  addition  to  the 
money-order  and  registry  business  and  the  sale  of  postal  supplies,  a 
limited  mail  distribution;  and  it  was  the  omission  of  such  cx)ntract 
stations  from  the  list  submitted  to  the  Committee  that  caused  the 
difficulty.  These  other  contract  stations  had  to  be  carried  under  the 
same  appropriation. 

Mr.  Stafford.  What  provision  has  been  made  in  your  recommen- 
dations to  care  for  and  carry  those  other  stations?  My  purpose  is 
to  have  it  jjointed  out  by  you  and  ask  you  whether  you  had  that 
matter  in  mind  making  recommendations  this  vear  in  the  pendinof 
bill.  ^ 

^Ir.  HiTCPicocK.  These  other  stations  are  included  in  the  number 
I  have  just  stated  to  you.  This,  you  wull  observe,  is  the  total  of  all 
contract  stations. 

Mr.  Stafford.  Of  all  contract  stations? 

Mr.  Hitchcock.  Of  all  such  stations. 

Mr.  Stafford.  Whether  numbered  or  whether  they  have  this  ad- 
ditional feature  that  you  speak  of? 

Mr.  HiTCiK^ocK.  Yes.  A  year  ago,  when  w^e  should  have  reported 
the  total  number  of  contract  stations,  it  happened  through  a  clerical 
error  that  only  the  so-called  numbered  stations  were  given.  In  this 
estimate  all  contract  stations  are  included. 

Mr.  Stafford.  So  you  care  for  that  condition  by  your  recommen- 
dation for  the  present  year? 
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Mr.  Hitchcock.  Yes,  sir.  We  were  compelled  this  year  to  squeeze 
into  the  appropriation  the  various  contract  stations  that  were  omitted 
in  our  statement  to  the  committee ;  and  that  has  resulted  in  numerous 
reductions  of  salary, 

Mr.  Stafford.  And  in  the  numbers  of  stations  that  you  have  just 
given  us,  those  additional  contract  stations  are  included? 

Mr.  Hitchcock.  They  are  included  now.  The  $50,000  increase 
relates  to  the  entire  group  of  contract  stations. 

ilr.  Stafford.  Do  you  contemplate  that  you  will  have  need  to  call 
for  any  additional  appropriations  for  needed  clerks  in  the  service 
during  the  current  vear? 

Mr.  Hitchcock.  1)o  vou  mean  at  these  contract  stations? 

Mr.  Stafford.  Xo;  1  am  going  back  to  the  original  subject  of 
clerks. 

Mr.  Hitchcock.  I  think  it  quite  likely  that  it  will  be  necessary 
to  ask  for  a  special  appropriation  to  provide  additional  clerks  for 
the  service. 

Mr.  Stafford.  Have  you  considered  what  amount  you  will  ask 
for  that  service  ? 

Mr.  Hitchcock.  I  have  done  so,  in  a  general  way.  The  principal 
need  at  present  appears  to  be  on  the  Pacific  coast.  I  recently  sum- 
moned to  Washington  our  field  superintendent  for  that  district.  He 
is  familiar  with  the  conditions  there,  his  work  giving  him  an  intimate 
knowledge  of  all  the  offices  of  that  region.  Since  his  arrival  in 
Washington  T  have  had  one  or  two  conferences  with  him,  but  we 
have  not  completed  our  estimate  in  detail. 

Mr.  Stafford.  How  soon  will  you  arrive  at  that  estimate? 

Mr.  Hitchcock.  As  soon  as  these  hearings  are  over  I  shall  have 
tiine  to  take  up  the  matter  and  complete  the  estimate. 

Mr.  Stafford.  Do  you  think  you  can  furnish  the  committee  by  let- 
ter with  anv  such  estimate  before  we  take  up  the  preparation  of  our 
bill? 

Mr.  Hitchcock.  I  think  that  a  day  or  two  after  you  conclude  the 
hearings  .1  can  submit  a  statement  covering  that  matter. 

Mr.  Stafford.  Mr.  Chairman,  I  think  it  would  be  serviceable  for  us 
to  have  such  a  statement. 

Mr.  Hitchcock.  I  think  that  it  will  be  necessary  to  provide  about 
300  additional  clerks  for  the  Pacific  coast. 

The  Chairman.  Do  you  mean  for  immediate  use? 

Mr.  Hitchcock.  For  use  during  the  remainder  of  the  current  fiscal 
year. 

Mr.  Snapp.  Largely  at  San  Francisco  and  that  vicinity? 

Mr.  Hitchcock.  Chiefly  at  San  Francisco  and  Seattle;  I  might 
say  chiefly  at  San  Francisco  and  the  neighboring  cities,  and  at  Seattle. 

Mr.  Stafford.  Have  you  furnished  the  committee  or  have  you  any 
table  showing  the  number  of  clerks  performing  clerical  services  in  the 
gi-ades  below  $1,200,  as  divided  between  offices  of  the  first  class  and 
second  class? 

ilr.  Hitchcock.  My  impression  is  that  I  sent  a  table  to  the  chair- 
man of  the  committee"  giving  that  information  in  detail. 

Mr.  Stafford.  I  only  wish  to  know  that  the  committee  has  it.  If 
we  have  ij;,  it  is  all  right. 
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The  Chairman.  I  have  it  here.  In  a  letter  under  date  of  Decem- 
ber 17,  addressed  to  me  by  Mr.  Hitchcock,  he  says: 

In  compliance  with  your  oral  request  of  the  11th  instant,  I  transmit  herewith 
a  statement  showing  the  number  of  clerks  by  grades  in  first-class  offices,  and 
also  the  number  by  grades  in  second-class  offices.  The  statistics  relating  to 
city  carriers  will  be  compiled  and  will  be  sent  you  as  soon  as  possible. 

Then  follows  a  table. 

Mr.  Stafford.  Those  are  the  very  figures  that  I  was  asking  about. 

The  Chairman.  And  I  will  put  it*into  the  record,  Mr.  Stafford. 

yumber  of  clerks  and  subordinate  employees  in  first  and  second  class  offices 
paid  from  the  appropriatioti  for  clerk  hire  on  December  i,  1906. 


Grade. 


Clerlss.     I 

I 


$400 28 

$500 106 

$600 2,534 

$700 !  3,146 

$800 4,161 

$900 3,108 

$1,000 i  2.479 

$1,100 1,715 

$1,200 1  1,810 


rst-class  offices. 

I^aborers.  1    Printers 

janitors.       and  me- 

etc.           chanics. 

Second- 
class  offices, 
clerks. 

20 

231 

48 

474 

d61 
983 

457, 

1 

923 

829 

7 
6 
5 
10 

365 

240 

Now,  Mr.  Hitchcock,  you  may  indicate  to  the  committee  what  infor- 
mation you  have  as  to  the  necessity  of  additional  clerks  on  the  Pacific 
coast,  to  which  you  have  referred. 

Mr.  Hitchcock.  The  difficulty  on  the  coast  appears  to  lie  chiefly  in 
the  inability  of  the  postmasters  to  retain  experienced  employees  in 
the  post-offices  because  of  the  higher  wa^es  prevailing  outside.  From 
my  talk  with  our  field  superintendent,  Mr.  Hall,  who  has  come  east 
at  my  request  to  discuss  the  matter,  I  gather  that  if  we  had  been  able 
to  pay  suitable  salaries  comparatively  little  increase  in  the  number  of 
employees  would  be  necessary  at  this  time.  But  so  many  trained 
employees  have  gone  out  of  the  service  as  to  lower  the  standard  of 
efficiencv,  and  that  makes  it  necessary  to  increase  materially  the  size 
of  the  iorcQ.  I  should  like  to  read  a  few  extracts  from  a  memoran- 
dum Mr.  Hall  prepared  for  me  yesterday  regarding  conditions  on  the 
Pacific  coast. 

Mr.  Sperry.  You  sav  the  standard  of  efficiencv  has  decreased. 
What  do  you  lay  that  to  ? 

Mr.  Hitchcock.  It  is  due  to  the  fact  that  experienced  clerks  have 
gone  out  of  the  post-offices  in  large  numbers.  Men  who  had  been  in 
the  service  for  years  and  had  become  expert  distributors,  have  re- 
signed in  large  numbers,  and  it  has  been  necessary  to  appoint  inex- 
perienced men.  As  you  know  from  your  own  experience  as  a  post- 
master, it  talces  some  years  for  a  post-office  employee  to  become  pro- 
ficient in  the  handling  of  mail. 

Mr.  Sperry.  I  know ;  but  when  those  experienced  men  go  out  of  the 
office,  the  community  loses  the  best  services  which  can  be  secured  from 
experienced  men  by  putting  in  raw  recruits,  and  thereby  the  efficiency 
of  the  office  is  lowered  to  a  great  extent,  is  it  not?  '        • 

Mr.  Hitchcock.  That  is  exactly  what  I  meant  bv  my  statement. 
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Mr.  Sperry.  In  your  judgment — take  those  that  pass  the  civil- 
service  examination  and  are  posted,  ready,  as  you  know,  and  a  clerk 
goes  out — what  proportion  of  those  men  that  have  passed  the  civil- 
service  examination  show  an  adaptability  to  post-office  work? 

Mr.  Hitchcock.  I  should  say  that  under  present  conditions  not 
over  half  of  the  employees  who  are  being  appointed  in  the  po^t-offices 
are  propcrlv  qualified  to  do  the  important  lines  of  work  required  of 
post-office  clerks — the  work  of  distribution,  as  it  is  technically  called; 
tlie  rapid  and  accurate  sorting  of  mail.  We  have  had  some  ven^ 
unfortunate  experiences  recentl>'  in  certain  of  our  large  cities.  ^Ve 
have  appointed  many  new  clerks  and  have  found  that  a  considerable 
percentage  of  them  did  not  have  the  capacity  to  memorize  the  intricate 
tr-chemes  that  have  to  be  learned  in  orcler  to  enable  such  clerks  to  per- 
form the  work  of  distribution. 

Mr.  Sperry.  They  could  pass  first-class  examinations,  but  were  not 
adapted  to  the  peculiar  work  assigned  to  them  in  the  office?  That 
was  it,  was  it  not? 

Mr.  HiTcncx)CK.  Unquestionably. 

Mr.  Sperry.  That  has  been  my  experience. 

The  Chairman.  Now,  you  may  proceed  to  make  such  explanations 
as  you  desire  in  reference  to  the  Pacific  coast  situation. 

Mr.  Hitchcock.  In  his  memorandum  Assistant  Superintendent 
Hall  says: 

On  the  Pacific  const,  from  Seattle  on  the  north  to  San  Diego  on  the  south,  the 
recognized  wage  for  manual  h\bor  is  $3  a  day,  whUe  skUled  hibor  commands 
from  ^  to  $10  a  day.  The  salaries  paid  by  the  Post-Office  Department  have  not 
Increased  during  the  last  four  years,  and  as  a  result  of  the  Increased  cost  of 
living  we  have  found  It  exceedingly  difficult  to  secure  competent  clerks  at  the 
salaries  allowed  by  the  Department.  Take  San  Francisco  for  example :  A  man 
applying  for  work  in  a  business  house  or  an  office  who  would  agree  to  render 
service  for  an  annual  salary  of  $600  would  be  looked  upon  with  suspicion.  Clerks 
in  any  line  of  business  command  a  salary  from  $75  to  $150  a  month,  and  the  re- 
sult has  been  that  we  have  found  It  practically  impossible  In  San  Francisco,  Port- 
land, Seattle,  and  Spokane,  to  say  nothing  of  the  Nevada  cimntry.  to  persuade 
conii>etent  young  men  to  take  the  civil-service  examination  and  Iwcome  eligible 
for  post-office  appointment.  In  San  Francisco  six  examinations  were  held  from 
August  1  to  I)e<'ember  1.  1900.  resulting  in  the  securing  of  but  10  ellgll)les. 
Uix)n  being  notified  of  apix)intment,  but  20  per  cent  of  these  ellgibies  were 
willing  to  a(»cept  the  positions  offered  them.  It  has  been  necessary,  therefore,  to 
secure  temi)orary  clerks  from  the  outside  upon  the  authorization  of  comi)ensa- 
tion  at  the  rate  of  $800  per  annum,  an  increase  of  $200  over  tlie  usual  salary 
paid  beginners.  I  can  cite  many  Instances  in  our  Pacific  coast  States  where  old 
employees  drawing  from  $1,000  to  $1,.%00  per  annum  salary  have  resigne<l  their 
positions  in  order  to  better  themselves  financially  in  other  employment.  On  tlie 
coast  the  i»ost-office  serves  as  a  training  school  in  which  to  e<lucate  young  men 
for  business  life.  Many  business  men  have  bet^onie  aware  of  this  and  it  is  no 
uncommon  occurrence  to  have  a  bank  president  or  a  manager  of  some  large  busi- 
ness watch  our  clerks  and  pick  out  from  their  number  those  best  suited  for  their 
needs.  They  are  in  a  position  to  pay  better  salaries  than  the  Department,  besides 
offering  other  Inducements,  such  as  better  hours  and  a  sure  advance  In  salary 
should  they  prove  competent. 

We  found  it  necessaiy  to  depart  from  our  usual  rule  in  the  case  of 
San  Francisco  when  making  allowances  recently  for  the  appointment 
of  additional  clerks.  We  were  unable  to  procure  them  there  under 
existing  conditions  at  $000  per  annum,  and  we  therefore  authorized 
the  appointments  at  $800. 

The  Chairman.  Do  you  regard  those  conditions  as  permanent,  or 
entirely  temporary? 
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Mr.  Hitchcock.  In  San  Francisco  the  conditions  are  to  a  certain 
extent  abnormal,  but  similar  conditions,  although  not  quite  so  ex- 
treme, are  occurring  in  the  other  cities  of  the  Pacific  coast  as  far 
north  as  Seattle. 

Mr.  Snapp.  They  have  also  occurred  in  Chicago  very  recently,  have 
they  not? 

Mr.  Hitchcock.  Yes;  there  are  similar  conditions  in  Chicago, 
though  possibly  not  quite  so  bad  as  on  the  coast. 

Mr.  SxAPP.  It  seems  to  me  that  at  the  last  civil-service  examination 
there,  held  recently,  only  about  20  per  cent  of  the  number  required 
took  the  examination. 

Mr.  Hitchcock.  Yes;  that  is  the  fact ;  and  it  has  been  exceedingly 
difficult  there  to  get  the  right  kind  of  men,  the  postmaster  tells  me, 
to  accept  positions  in  the  post-office. 

Mr.  Sperry.  Is  there  any  one  section  of  the  country  more  thain 
another  that  is  being  set  back  bv  the  condition  of  things  j^ou  describe 
in  the  offices  in  relation  to  clerks? 

Mr.  Hitchcock.  The  distress  seems  to  be  pretty  generallv  distrib- 
uted, although  as  I  have  just  said,  the  conditions  are  somewhat  worse 
in  the  Pacific  coast  region  than  anywhere  else. 

Mr.  Sperry.  Take  it,  now,  in  my  own  State.  I  know  of  one  office 
where  they  are  doing  to-day  eight  times  the  business  that  they  for- 
merly did,  and  I  think  they  have  only  two  additional  carriei-s.  It  is 
impossible  for  them  to  get  the  men  at  the  salaries  now  paid,  and  that 
is  what  is  putting  us  into  great  trouble.  I  hardly  have  a  mail  but 
what  I  have  this  protest  from  my  own  State  and  from  New  England 
generally.  That  is  why  I  asked  if  this  is  general  throughout  the 
United  States. 

The  Chairman.  You  started  awhile  ago  to  make  some  suggestion 
as  to  the  need  of  additional  clerical  employment  during  the  remainder 
of  the  present  fiscal  year.  Will  you  continue  that  and  state  to  the 
committee  what  that  total  number  will  probably  be? 

Mr.  Hitchcock.  In  replying  to  a  question  Mr.  Stafford  asked  me, 
I  said  that  I  believed  it  would  be  necessary  to  ask  for  about  300  addi- 
tional clerks  for  the  Pacific  coast  region. 

The  Chairman.  The  total  number  of  additional  clerks  i-ecommended 
for  the  next  fiscal  year  is  approximately  1,400.  Do  you  mean  that 
you  would  increase  that  to  1,700,  and  make  300  available  for  the 
remainder  of  this  year?     Is  that  your  explanation? 

Mr.  Hitchcock.  Wlien  I  made  the  estimate  for  the  coming  fiscal* 
year  I  did  not  anticipate  the  necessity  of  asking  for  a  large  increase 
to  meet  unusual  conditions  before  the  end  of  the  current  year.  I  am 
not  sure  that  it  would  be  safe  to  appoint  300  additional  clerks  be- 
tween now  and  the  1st  of  July  and  count  upon  the  number  asked  for 
in  the  estimate  for  next  year  to  carry  the  service  through  to  th^  end 
of  that  year.  I  am  inclined  to  think  it  would  be  wise  to  increase 
that  estimate  somewhat  if  we  appropriate  for  300  additional  clerks 
to  be  appointed  before  the  1st  of  July  next. 

The  Chairman.  What  can  you  say.  to  the  committee  as  to  the  num- 
ber of  clerks  that  ouffht  to  be  provided  for  for  the  next  fiscal  year, 
and  what  number,  it  any,  to  be  available  during  the  remainder  of 
the  present  year? 

Mr.  Hitchcock.  Mr.  Chairman,  these  extraordinary'  conditions  on 
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the  Pacific  coast  have  only  just  come  to  my  attention.  I  did  not 
realize  that  the  situation  there  was  so  bad  as  has  been  represented  to 
the  Department  within  the  last  few  weeks. 

The  Chairman.  And  you  expect  to  have  fuller  information  in  a 
short  time? 

Mr.  Hitchcock.  I  expect  to  have  fuller  information  in  a  few  days. 
I  <ent  immediately  for  our  assistant  superintendent  for  the  Pacific 
Coast  States.  He  arrived  a  day  or  two  ago,  just  as  the  hearings  were 
beginning.  I  did  not  have  time  to  go  into  that  question  with  him 
l>erore  the  hearings,  except  in  a  general  way.  In  saying,  therefore, 
that  approximately%300  clerks  will  be  required  to  meet  the  conditions 
on  the  coast,  I  do  not  wish  to  commit  the  Department  to  that  esti- 
inate.  I  want  a  little  more  time,  in  order  to  go  into  the  matter  more 
carefuUv,  before  submitting  a  definite  estimate. 

The  Chairman.  How  soon  could  you  advise  the  committee  as  to 
that  matter? 

Mr,  Hitchcock.  After  the  hearings  are  over  I  shall  be  able  in  a 
diiy  or  two  to  reach  some  definite  conclusion. 

The  Chairman.  I  suggest,  then,  that  you  advise  the  committee  as 
to  it  by  letter. 

Mr.  Hitchcock.  I  did  not  intend  to  bring  this  matter  up  at  the 
hearing.  My  general  arguments  are  necessarily  based  on  the  condi- 
tions that  existed  throughout  the  country  before  this  matter  came  to 
my  attention. 

Mr.  Sperry.  AVliat  would  you  do  with  offices  that  need  more  clerks, 
but  have  no  eligibles  on  the  waiting  list  under  the  civil-service  rules? 

^Ir.  Hitchcock.  Un<ler  the  civil-service  law,  when  such  a  con- 
dition exists,  it  is  permissible  to  appoint  without  reference  to  civil- 
.service  examinations;  and  of  course  that  would  have  to  be  done.  It 
would  be  necessary  to  employ  temporary  clerks  to  tide  over  the 
emergency. 

Mr.  Sperry.  What  salary  would  you  i)ay  those  clerks^ 

Mr.  Hitchcock.  The  practice  is  to  pay  them  at  the  rate  of  $()00  a 
year. 

Mr.  Sperry.  You  would  not  find  manv  that  would  accept  the  j)laces 
now  at  $000? 

Mr.  HiTf'HcocK.  I  am  afraid  that  your  statement  is  correct  as  to 
that.  We  have  great  difficulty  in  inducing  temporary  clerks  to  serve 
for  that  compensation.  That  is  why  it  is  so  imj)ortant  to  presenile 
definite  promotions  after  a  reasonable  length  of  service,  ifen  who 
take  temporarv  places,  knowing  that  the  work  will  end  shortly,  con- 
sider only  the  immediate  wage,  but  men  who  are  seriously  thinking  of 
entering  the  service  as  permanent  employees  look  forward  to  what 
they  will  obtain  in  the  years  to  come.  If  they  can  be  assured  that 
after  serving  satisfactorily  for  a  year  their  compensation  will  be 
increased  to  $800,  thev  will  be  Avilling  to  serve  for  $000  in  the  mean- 
time. That  is  why  I  favor  so  strongly  the  plan  of  putting  on  the* 
statute  books  some  definite  legislation  that  will  stand  there,  as  I  said 
before,  as  a  positive  assurance  to  these  men  that  they  will  draw 
adequate  compensation  within  a  reasonable  time. 

Mr.  Sperry.  T  do  not  think  you  will  be  judged  insane  in  making 
that  remark. 

Mr.  Snapp.  In  the  bill  before  me.  General,  I  notice  verbal  changes 
in  each  class  of  clerks  at  first  and  second  class  post-offices.     For 
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instance,  in  the  $3,200  class,  it  reads,  "  Superintendents,  eight.'-  Do 
3'oii  recommend  the  change  as  indicated  here  ( 

The  Chairman.  What  page  are  you  reading  from? 

Mr.  Snapp.  Page  7,  leaving  out'the  words  *'  of  delivery,  superin- 
tendents of  mails,  simerintendents  of  money  order,  and  supermten- 
dents  of  registi'y."     If  so,  what  is  the  purpose  of  the  change  ? 

The  Chairman.  If  you  will  turn  to  page  19  of  the  First  Assistant 
Postmaster-General's  report,  you  will  find  a  copy  of  the  bill  which  he 
submits,  embodying  his  recommendations,  which  includes  redesigna- 
tions  of  these  offices;  and  the  bill  is  made  to  conform  with  tnose 
reconnnendations,  because  they  are  the  recommendations  of  the  De- 
partment. Mr.  Snapp 's  inquiry  is  as  to  your  explanation  of  that 
particular  change  of  (fesignation. 

Mr.  Hitchcock.  If  I  understand  you  correctly,  Mr.  Snapj),  you 
ask  why  I  omit  the  more  specific  titles  i 

Mr.  Snapp.  Yes. 

Mr.  Hitchcock.  And  substitute  the  general  title  of  "  superin- 
.tendents?" 

Mr.  Snapp.  Yes ;  w  hat  is  the  purpose  of  that  ? 

Mr.  Hitchcock.  Because  it  seemed  to  me  that  the  specific  titles 
were  unnecessary,  and  in  framing  the  draft  of  the  new  bill  I  wished 
to  eliminate  everything  that  appeared  to  be  unnecessary. 

The  Chairman.  Are  there  any  superintendents  other  than  suj^er- 
intendents  of  delivery,  money  order,  and  registiy  i 

Mr.  Hitchcock.  N^o,  sir;  except  superintendents  of  stations. 

The  Chairman.  Then  by  the  elimination  of  those  specific  designa- 
tions you  would  not  enlarge  the  number  of  superintendents? 

Mr.  Hitchcock.  The  number  of  superintendents  would  not  be 
increased. 

Mr.  Snapp.  Is  it  for  the  purpose  of  making  these  employees  inter- 
changeable in  these  different  classes? 

Mr.  Hitchcock.  It  would,  of  course,  make  that  possible. 

The  Chairman.  It  is  possible  now,  is  it  not,  to  have  them  inter- 
(Jiangeable  in  the  same  grade  ? 

Mr.  Hitchcock.  It  is  possible  now,  and  there  would  be  no  advan- 
tage in  omitting  the  specific  designations  on  that  ground.  Nothing 
is  to  be  gained,  on  the  other  hand,  by  putting  in  the  specific  designa- 
tions, because  the  appropriation  as  now  made  permits  interchanging. 

Mr.  Snapp.  I  know^;  but  is  it  not  a  fact  that  it  is  only  in  these 
appropriation  bills  that  they  are  styled  ''superintendents  of  delivery" 
and  "superintendents  of  money  order?  " 

The  Chairman.  There  is  no  other  law. 

Mr.  Snapp.  There  is  no  other  law  with  such  a  designation. 

Mr.  Hitchcock.  The  classification  act  prescribes  all  that,  Mr. 
Snapp. 

The  Chairman.  But  the  appropriation  bill  passed  at  each  year  is 
the  only  classification  act  known  to  the  law.  There  is  not  any  con- 
tinuing statute  classifying  these  employees. 

Mr.  Hitchcock.  I  refer  to  the  classification  act  of  1883,  which  is 
still  in  effect,  as  I  understand  it. 

Mr.  Snapp.  Is  not  that  more  of  a  limitation  act  which  provides 
that  the  salaries  of  certain  officers  shall  not  exceed  certain  amounts? 

The  Chairman.  That  is  quite  true  as  to  the  superintendents  of 
mail. 
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Mr.  Hitchcock.  It  prescribes  the  exact  titles  and  the  amounts  of 
salary  to  be  paid.  That  is,  it  fixes  a  minimum  and  a  maximum 
salary  for  all  classes  of  superintendents. 

Mr.  Stafford.  It  also  authorizes  the  Postmaster-General  to  classify 
the  various  officials  under  the  designations  as  caiTied. 

Mr.  Hitchcock.  Yes;  that  is  true. 

Mr.  Stafford.  In  the  language  here  before  me — 

the  Postmaster-General  Is  hereby  authorized  to  classify  and  fix  the  salaries  of 
the  clerks  and  employees  attached  to  first-class  post-offlces  as  herein  provided. 

Then  it  goes  on  and  designates  the  various  officials. 

Mr.  Snapp.  That  will  be  good  until  Congress  classifies  them,  as 
has  been  done  in  the  appropriation  bills. 

Mr.  Stafford.  Yes. 

Mr.  Hitchcock.  Of  course,  if  you  think  it  best  to  give  the  specific 
titles,  it  will  require  the  repetition  of  these  titles  all  the  way  through 

Mr.  Snapp.  Would  it  embarrass  the  Department  at  all  in  admin- 
istering this  appropriation? 

•  Mr.  Hitchcock.  It  would  not  embarrass  the  Department  at  all  in 
administering  the  appropriation,  and  it  would  not  embarrass  it  if 
they  were  omitted.  It  would  be  merely  an  advantage  in  the  way  of 
simplicity  to  cut  out  these  superfluous  terms.  They  do  not  seem  to 
answer  any  purpose. 

The  Chairman.  If  I  am  not  interrupting,  do  you  have  in  mind, 
Mr.  Hitchcock,  that  in  the  event  the  bill  which  is  made  a  part  of 
your  report,  at  pages  19  and  20  of  your  report,  should  become  a  law, 
wherein  the  various  designations  of  positions  above  the  grade  of 
$1,200  and  the  various  classifications  of  clerks  and  carriers  at  $1,200 
and  l^elow  appear,  that  even  after  that  should  become  a  law  there 
would  still  ap[)ear  in  the  annual  appropriation  bill  these  various 
paragraphs  of  designations,  with  the  amount  to  be  appropriated 
each  year? 

Mr.  Hitchcock.  Certainly. 

The  Chairman.  So  that  the  appropriation  bills  would  continue  to 
contain  a  similar  arrangement  to  that  which  now  obtains,  except  that 
the  designations  would  be  omitted  where  they  had  been  omitted  in  the 
permanent  statute? 

Mr.  Hitcik ocK.  That  is  exactly  what  would  happen,  as  I  imder- 
stand  it. 

The  Chairman.  And  that  no  greater  sum  could  be  used  than  Avhat 
Congress  each  year  appropriated? 

Mr.  Hitchcock.  It  would  remain,  of  course,  within  the  power  of 
Congress  to  regulate  that  just  as  it  now  regulates  it. 

The  Chairman.  Yes. 

Mr.  Snapp.  In  the  last  clause,  on  page  7,  I  notice  the  word  '^  book- 
keepers,'' which  appears  to  be  new  in  that  clau.-e. 

The  Chairman.  It  is  simply  pluralized.  It  is  singular  in  the  old 
law. 

Mr.  Hitchcock.  That  is  simply  a  matter  of  making  it  plural. 

Mr.  Snapp.  Is  it  for  the  purpose  of  increasing  the  number  of  book- 
keepers at  that  salary,  $2,400  each  ? 

Mr.  Hitchcock.  I^o,  Mr.  Snapp:  there  was  no  purpose  in  plural- 
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izing  that  word  except  to  make  it  conform  to  the  other  designations, 
which  are  in  the  phiral  form. 

Mr.  Stafford.  It  is  new,  however,  Mr.  Snapp,  in  the  second  clause, 
on  page  8,  where  no  provision  has  been  carried  heretofore  for  book- 
keepers in  the  grade  of  $2,100  each. 

Mr.  Hitc:hco<'k.  Yes ;  I  see. 

Mr.  Stafford.  Your  purpose  in  inserting  the  title  "  bookkeepers  " 
m  the  item  on  page  8,  m  the  $2,100  class,. is  to  provide  for  the  pro- 
motion of  some  bookkeepers  that  are  found  in  the  following  item 
having  salaries  of  $2,000  each? 

Mr.  Hitchcock.  No,  sir;  the  purpose  is  to  simplify  the  classifica- 
iion  as  far  as  it  relates  to  designations  in  higher  grades,  from  the 
highest  grades,  carrying  a  salary  of  $3,200,  to  the  $1,300  grade.  You 
notice  that  we  omit  a  number  of  designations.  ''  Bookkeepers  ''  is  one 
of  the  designations  that  we  retain.  One  designation  we  omit  is  that 
of  *'  finance  clerk."  It  is  hard  to  say  just  what  a  finance  clerk  is  or 
what  his  work  is.  Sometimes  he  is  k  bookkeeper ;  sometimes  he  may 
serve  as  a  cashier.  We  have  endeavored  to  retain  enough  designa- 
tions to  cover  every  possible  line  of  employment  in  these  grades  with- 
out duplicating. 

The  Chairman.  And  by  reference  to  the  second  paragraph  of  your 
proposed  statute,  appearing  on  page  19  of  your  report,  you  will 
observe  the  various  designations  which  you  contemplate. 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  And  that  list  of  designations  omits  some  that  are 
now  used  in  the  law ;  but  when  you  come  to  the  preparation  of  the 
post-office  appropriation  bill  for  an  annual  allowance  you  carry  those 
various  designations  through  each  of  the  several  items  above  the 
$1',200  grade. 

Mr.  Hitchcock.  That  is  it  exactly. 

The  Chairman.  So  that  it  merely  makes  the  appropriation 
confonn  in  its  language  to  the  permanent  statute,  and  then  the 
Department  will  take  the  amount  which  Congress  appropriates  and 
expend  it? 

Mr.  Hitchcock.  Precisely ;  it  leaves  it  in  your  hands,  as  hitherto. 

The  Chairman.  Yes.  In  that  connection  I  want  to  call  your 
attention  to  the  matter  of  substitutes  for  clerks,  and  temporary  clerks. 

Mr.  Hitchcock.  Yes. 

The  Chairman.  They  would  be  omitted  in  the  future  if  your  rec- 
ommendation for  the  classification  should  obtain,  and  they  would  be 
known  as  auxiliaries.      Is  that  correct? 

Mr.  Hitchcock.  No,  sir. 

The  Chairman.  A^Tiere  is  there  any  provision  in  your  proposed 
statute  for  either  substitute  clerks  or  temporary  clerks? 

Mr.  Hitchcock.  On  page  19  we  provide  for  the  auxiliary  em- 
ployees, and  at  the  top  or  page  20  we  provide  for  the  substitutes.  We 
simply  make  it  possible  for  flie  Department  to  employ  the  auxiliaries 
after  the  manner  described  in  the  report,  whenever  it  is  deemed 
advisable.      It  is  not  mandatory. 

The  Chairman.  How  are  substitute  clerks  now  employed  ? 

Mr.  Hitchcock.  There  are  two  Tcinds  of  substitutes  for  clerks. 
One  is  the  substitute  serving  for  a  clerk  who  is  absent  without  pay, 
in  which  case  the  substitute  is  paid  at  the  rate  of  compensation  re- 
ceived by  the  absent  clerk,  up  to  $800 ;  the  other  is  the  substitute  who 
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serves  for  a  clerk  away  on  a  vacation  with  pay.  In  this  case  the 
substitute  is  paid  at  the  rate  of  $600  a  year.  In  addition  to  these  two 
classes  of  substitutes  there  are  temporary  clerks,  who  are  paid  at  the 
rate  of  $600,  as  a  rule.  In  San  Francisco,  as  I  have  just  stated,  we 
were  obliged  to  increase  the  rate  for  temporary  clerks  to  $800  in  order 
to  get  the  men;  but  that  was  an  exceptional  case. 

The  Chairman.  You  recommend  an  increase  of  $10,000,  making 
the  total  appropriation  for  substitute  clerks  $110,000  for  next  year? 

Mr.  Hitchcock.  Yes,  sir;  in  the  estimates  submitted. 

The  Chairman.  Then  you  contemplate  no  change  in  the  method 
of  employing  and  paying  substitute  clerks,  except  that  substitute 
clerks  may  be  used  as  auxiliary  clerks? 

Mr.  Hitchcock.  We  recommend  a  decided  change  in  the  method 
of  paying. 

The  Chairman.  Of  paying  substitute  clerks? 

Mr.  Hitchcock.  Of  paying  substitute  clerks. 

The  Chairman.  What  is  that  recommendation? 

Mr.  Hitchcock.  We  recommend  that  they  be  paid  at  a  rate  per 
hour,  and  we  consider  it  one  of  the  most  important  recommendations 
that  we  have  to  submit,  Mr.  Chairman. 

The  Chairman.  Yes;  but  the  amount  of  $110,000  is  the  amount 
which  you  fix  as  necessary  for  the  next  year  for  substitutes  at  the  rate 
of  the  hourly  payment,  30  cents. 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Stafford.  In  your  recommendation  for  the  creation  of  a  new 
class,  known  as  auxiliary  clerks,  do  you  contemplate  the  substitutes 
filling  those  positions,  or  do  you  expect  to  have  an  entirely  separate 
class  to  perform  that  daily  work? 

Mr.  Hitchcock.  We  expect,  as  far  as  we  can,  to  induce  substitutes 
who  are  now  on  the  rolls  to  accept  that  auxiliary  employment — to 
become  auxiliary  employees. 

Mr.  Stafford.  Do  you  think  you  will  be  able  to  induce  those  now 
on  the  rolls  to  become  daily  employees  for  two  hours  a  day,  as  you 
suggest  in  your  report,  for  the  salary  of  $3.60  a  week,  when  you  are 
having  such  great  difficult}'  in  getting  men  for  permanent  employ- 
ment at  the  salary  of  $600  a  year  ? 

Mr.  Hitchcock.  They  are  paid  at  a  higher  rate  for  those  two  hours 
than  the  clerks  who  receive  $600  a  year. 

Mr.  Stafford.  As  I  read  your  report,  you  said  that  there  w^ere 
occasions  in  the  busiest  hours  of  the  day  at  the  post-offices  when  auxil- 
iary clerks  could  be  utilized  for  two  hours  a  day,  and  that  it  would 
be  advantageous  to  have  some  such  clerks  to  fill  the  void  on  those 
occasions,  and  that  you  recommend  for  that  service  30  cents  an  hour. 

Mr.  Hitchcock.  Thirty  cents  an  hour. 

Mr.  Stafford.  That  would  be  60  cents  a  day,  or  $3.60  for  the  week's 
work.  Do  you  think  that  would  be  sufficient  inducement  to  attract 
the  kind  of  efficiency  or  the  grade  of  labor  of  which  you  speak,  at  that 
low  stipend  for  such  a  small  quantum  of  work  ? 

Mr.  Hitchcock.  That  is  merely  a  rate  of  compensation,  Mr.  Staf- 
ford. 

Mr.  Stafford.  I  realize  that;  but  you  say  they  are  to  be  employed 
on  the  average  of  two  hours  a  day.  I  am  taking  your  recommenda- 
tion and  pointing  out  the  fact  that  they  would  only  receive  $3.60  if 
they  worked  their  entire  time,  as  suggested  by  you,  each  day. 
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Mr.  Hitchcock.  Are  you  aware  that  clerks  are  already  being  em- 
ployed for  brief  periods  at  a  less  rate  of  remuneration? 

Mr.  Stafford.  I  am  not. 

Mr.  Hitchcock.  Such  is  the  case. 

Mr.  Stafford.  I  will  ask  you  in  what  places  they  are  being  em- 
ployed in  large  numbers  at  a  less  compensation,  and  for  what  length 
of  time? 

Mr.  Hitchcock.  In  almost  every  large  city  in  the  United  States. 

Mr.  Stafford.  Will  you  kindly  specify  the  length  of  time  that  they 
are  employed,  and  at  what  offices? 

Mr.  Hitchcock.  At  nearly  all  large  offices  it  is  the  practice  to  en- 
gage such  employees  for  temporary  service  at  ft  rate  of  compensation 
that  is  less  than  30  cents  an  hour.  The  present  rate  is  25  cents  an 
hour. 

The  Chairman.  xVbout  how  long  do  they  serve  each  day? 

Mr.  HiTCHcxiCK.  Sometimes  an  hour,  sometimes  two,  sometimes 
more. 

Mr.  Stafford.  And  you  are  having  no  difficulty  in  obtaining  men 
to  fill  those  positions  under  those  conditions? 

Mr.  Hitchcock.  We  are  having  some  difficulty  at  the  present  rate 
of  25  cents,  but  we  are  doing  it.  We  are  expending  the  money  that 
you  authorized  for  that  purpose. 

Mr.  Stafford.  How  much  will  be  expended  for  that  peculiar  work 
throughout  the  country  ? 

Mr.  Hitchcock.  Do  vou  mean  under  this  plan  ? 

Mr.  Stafford.  No;  i  mean  under  the  plan  at  present  in  operation. 

Mr.  Hitchcock.  I  can  not  state,  offhand,  the  total  amount  for  the 
whole  country;  but  I  recall  that  we  have  allowed  for  the  curi-ent 
fiscal  year  $22,000,  to  be  utilized  in  that  way  in  the  city  of  Xew  York 
alone. 

Mr.  Stafford.  Is  that  utilized  at  any  special  period  of  the  year, 
when  the  service  is  exceptionally  pre.ssed  with  mail,  or  is  it  scattered 
jyenerally  throughout  the  entire  year,  say  during  the  slack  months 
m  the  summer? 

Mr.  Hitchcock.  It  is  utilized  to  a  large  extent  during  the  periods 
of  the  year  when  the  work  is  hea\nest;  but  nevertheless  it  is  utilized 
to  some  extent  throughout  the  vear. 

Mr.  Stafix)rd.  Are  any  of  t'lie  substitutes  employed  in  that  char- 
acter of  work  ? 

Mr.  Hitcii(x)Ck.  Oh,  yes:  generally  they  are  substitutes. 

Mr.  Stafford.  Then  this  auxiliary  help  of  vours  is  nothing  more 
than  a  continuation  of  what  is  now  in  force,  \)ut  with  an  increased 
salary  of  5  cents  per  hour. 

Mr.  Hitchcock.  It  is  more  than  that,  because  it  requires  the  steady 
employment  of  these  men,  and  is  intended  to  be  utilized  as  a  means  of 
training  men  for  permanent  employment  in  the  postal  service. 

Mr.  Stafford.  Would  you  utilize  wherever  you  could  for  that  em- 
ployment those  on  the  eligible  list  for  appointment  as  substitutes  or 
those  who  had  already  been  designated  as  substitutes? 

Mr.  Hitchcock.  We  would  be  obliged  to  utilize  them,  one  or  the 
other,  because  of  the  civil-service  law. 

Mr.  Stafford.  Under  the  present  system  when  you  employ  a  sub- 
stitute for  service,  if  he  is  not  engaged  as  a  temporary  clerk,  the  sub- 
stitute will  receive  the  salary  for  a  day's  labor,  based  upon  this  $600 
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rate,  whether  he  is  performing  a  full  day's  labor  of  eight  houi-s  or 
whether  it  is  only  three  or  four  hours? 

Mr.  Hitchcock.  Oh,  no;  he  will  be  paid  for  the  amount  of  time  he 
serves. 

Mr.  Stafford.  I  mean,  as  at  present  arranged,  when  a  substitute 
performs  a  day's  labor.  As  at  present  arranged,  when  a  substitute  is 
employed  to  do  work  other  than  that  of  a  temporar}^  clerk,  he  will 
receive  the  pay  of  a  day,  based  on  the  $600  rate  ? 

Mr.  Hitchcock.  Yes. 

Mr.  Stafford.  And  I  telieve  that  one  of  the  reasons  that  you 
advance  for  the  creation  of  this  auxiliary  class  is  that  these  men 
could  be  used  for  onlv  those  periods  of  the  dav  when  they  are  called 
for?  ' 

•  Mr.  Hitchcock.  If  I  understand  your  question  correctly,  I  think 
you  are  under  a  misapprehension  as  regards  the  method  of  employ- 
ing substitutes.  Substitutes  may  be  employed  for  a  part  of  a  day  as 
well  as  for  a  full  day.  We  can  employ  substitutes  for  an  hour,  if 
necessary. 

Mr.  Stafford.  Would  they  be  designated  as  substitutes,  or  would 
they  be  paid  out  of  the  appropriation  for  temporary  clerk  hire? 

Mr.  Hitchcock.  They  would  be  paid  as  substitutes  and  receive 
compensation  at  the  rate  of  remuneration  of  the  permanent  employee, 
provided  the  employee  was  absent  without  pay.  If  he  was  absent 
with  pay,  they  would  be  paid  at  the  rate  of  $600  a  year.  The  period 
of  employment  may  be  only  a  fraction  of  a  day,  and  that  is  w-hat 
makes  the  present  system  so  exceedingly  complicated  and  so  burden- 
some to  the  service.  If  anything  needs  correction,  it  is  this  system  of 
substitute  service  as  at  present  operated. 

The  Chairman.  You  understand,  do  you,  that  you  are  to  com- 
municate with  us  by  letter  in  reference  to  this  Pacific  coast  situation? 

Mr.  Hitchcock.  After  the  hearings  are  over? 

The  Chairman.  That  is  what  I  mean. 

Mr.  Hitchcock.  I  hardly  think  it  will  be  possible  for  me  to  get 
that  letter  into  shape  before  the  hearings  terminate. 

The  Chairman.  That  is  all  right.  I  mean,  you  will  communicate 
that  at  some  time  in  the  course  of  five  or  six  days. 

Mr.  Hitchcock.  As  soon  after  the  close  of  the  hearings  as  it  is 
possible  for  me  to  reach  a  conclusion. 

The  Chairman.  That  is,  after  the  close  of  the  hearings  with  you? 

Mr.  Hitchcock.  Yes:  as  soon  as  you  finish  with  my  part. 

The  Chairman.  I  suggest,  then,  that  the  committee  pass  on  to 
some  of  the  subsequent  items,  even  if  later  it  should  be  found  advis- 
able to  return  to  this  subject,  in  order  to  make  progress. 

Mr.  HiTCHCOjCK.  I  will  say,  Mr.  Chairman,  that  I  have  endeavored 
to  explain,  as  fully  as  possible,  in  my  annual  report,  this  question  of 
substitute  and  auxiliary  service.  You  will  find  my  comments  on 
pages  14  to  17  of  the  report. 

The  Chairman.  I  want  to  inquire  in  reference  to  some  items  on 
page  16  of  the  skeleton  bill,  if  there  is  no  objection  to  our  leaving  the 
subject  of  clerk  hire.  You  make  a  recommendation  for  a  decrease  in 
the  appropriation  for  the  separation  of  mail  in  third  and  fourth 
class  offices. 

Mr.  Hitchcock.  Yes,  sir. 
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Mr.  Hitchcock.  Are  you  aware  that  clerks  are  already  being  em- 
ployed for  brief  periods  at  a  less  rate  of  remuneration  ? 

Mr.  Stafford.  I  am  not. 

Mr.  Hitchcock.  Such  is  the  case. 

Mr.  Stafford.  I  will  ask  you  in  what  places  they  are  being  em- 
ployed in  large  numbers  at  a  less  compensation,  and  for  what  length 
of  time? 

Mr.  Hitchcock.  In  almost  every  large  city  in  the  United  States. 

Mr.  Stafford.  Will  you  kindly  specify  the  length  of  time  that  they 
are  employed,  and  at  what  offices? 

Mr.  Hitchcock.  At  nearly  all  large  offices  it  is  the  practice  to  en- 
gage such  employees  for  temporary  service  at  fi  rate  of  compensation 
that  is  less  than  30  cents  an  hour.  The  present  rate  is  25  cents  an 
hour. 

The  Chairman.  About  how  long  do  they  serve  each  day  ? 

Mr.  Hitchcock.  Sometimes  an  hour,  sometimes  two.  sometimes 
more. 

Mr.  Stafford.  .Vnd  you  are  having  no  difficulty  in  obtaining  men 
to  fill  those  positions  under  those  conditions? 

Mr.  Hitchcock.  We  are  having  some  difficulty  at  the  present  rate 
of  25  cents,  but  we  are  doing  it.  We  are  expending  the  money  that 
you  authorized  for  that  purpose. 

Mr.  Stafford.  How  much  will  be  expended  for  that  peculiar  work 
throughout  the  country  ? 

Mr.  Hitchcock.  Do  vou  mean  under  this  plan? 

Mr.  Stafford.  No  ;  i  mean  under  the  plan  at  present  in  operation. 

Mr.  Hitchcock.  I  can  not  state,  offhand,  the  total  amount  for  the 
whole  country;  but  I  recall  that  we  have  allowed  for  the  current 
fiscal  year  $22,000,  to  be  utilized  in  that  way  in  the  city  of  New  York 
alone. 

Mr.  Stafford.  Is  that  utilized  at  any  special  period  of  the  year, 
when  the  service  is  exceptionally  pressed  with  mail,  or  is  it  scattered 
generally  throughout  the  entire  year,  say  during  the  slack  months 
in  the  summer  ? 

Mr.  Hitchcock.  It  is  utilized  to  a  large  extent  during  the  periods 
of  the  year  when  the  work  is  heaviest ;  but  nevertheless  it  is  utilized 
to  some  extent  throughout  the  year. 

Mr.  Stafford.  Are  any  of  the  substitutes  employed  in  that  char- 
acter of  work  ? 

Mr.  Hitchcock.  Oh,  yes;  generally  they  are  substitutes. 

Mr.  Stafford.  Then  this  auxiliary  help  of  yours  is  nothing  more 
than  a  continuation  of  what  is  now  in  force,  but  with  an  increased 
salary  of  5  cents  per  hour. 

Mr.  Hitchcock.  It  is  more  than  that,  because  it  requires  the  steady 
employment  of  these  men,  and  is  intended  to  be  utilized  as  a  means  of 
training  men  for  permanent  employment  in  the  postal  service. 

Mr.  Stafford.  Would  you  utilize  wherever  you  could  for  that  em- 
ployment those  on  the  eligible  list  for  appointment  as  substitutes  or 
those  who  had  already  been  designated  as  substitutes? 

Mr.  Hitchcock.  We  would  be  obliged  to  utilize  them,  one  or  the 
other,  because  of  the  civil-service  law. 

Mr.  Stafford.  Under  the  present  system  when  you  employ  a  sub- 
stitute for  service,  if  he  is  not  engaged  as  a  temporary  clerk,  the  sub- 
stitute will  receive  the  salary  for  a  day's  labor,  based  upon  this  $600 
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rate,  whether  he  is  performing  a  full  day's  labor  of  eight  hours  or 
whether  it  is  only  three  or  four  hours? 

Mr.  Hitchcock.  Oh,  no;  he  will  be  paid  for  the  amount  of  time  he 
serves. 

Mr.  Stafford.  I  mean,  as  at  present  arranged,  when  a  substitute 
performs  a  day's  labor.  As  at  present  arranged,  when  a  substitute  is 
employed  to  do  work  other  than  that  of  a  temporary  clerk,  he  will 
receive  the  pay  of  a  day,  based  on  the  $()00  rate  'i 

Mr.  Hitchcock.  Yes. 

Mr.  Stafford.  And  I  lielieve  that  one  of  the  reasons  that  you 
advance  for  the  creation  of  this  auxiliary  class  is  that  these  men 
could  be  used  for  only  those  periods  of  the  day  when  they  are  called 
for? 

•  Mr.  Hitchcock.  If  I  understand  your  question  correctly,  I  think 
you  are  under  a  misapprehension  as  regards  the  method  of  employ- 
ing substitutes.  Substitutes  may  be  employed  for  a  part  of  a  day  as 
well  as  for  a  full  day.  We  can  employ  substitutes  for  an  hour,  if 
necessary. 

Mr.  Stafford.  Would  they  be  designated  as  substitutes,  or  would 
they  be  paid  out  of  the  appropriation  for  temporary  clerk  hire? 

Mr.  Hitchcock.  They  would  be  paid  as  substitutes  and  receive 
compensation  at  the  rate  of  remuneration  of  the  permanent  employee, 
provided  the  employee  was  absent  without  pay.  If  he  was  absent 
with  pay,  they  w  ould  be  paid  at  the  rate  of  $600  a  year.  The  period 
of  employment  may  be  only  a  fraction  of  a  day,  and  that  is  what 
makes  the  present  system  so  exceedingly  complicated  and  so  burden- 
some to  the  service.  If  anything  needs  correc^tion,  it  is  this  system  of 
substitute  service  as  at  present  operated. 

The  Chairman.  You  understand,  do  you,  that  you  are  to  com- 
municate with  us  by  letter  in  reference  to  this  Pacific  coast  situation? 

Mr.  Hitchcock.  After  the  hearings  are  over? 

The  Chairman.  That  is  what  T  mean. 

Mr.  Hitchcock.  I  hardly  think  it  will  be  possible  for  me  to  get 
that  letter  into  shape  before  the  hearings  terminate. 

The  Chairman.  That  is  all  right.  I  mean,  you  will  communicate 
that  at  some  time  in  the  course  or  five  or  six  days. 

Mr.  Hitchcock.  As  soon  after  the  close  of  the  hearings  as  it  is 
possible  for  me  to  reach  a  conclusion. 

The  Chairman.  That  is,  after  the  close  of  the  hearings  with  you? 

Mr.  Hitchcock.  Yes ;  as  soon  as  you  finish  with  my  part. 

The  Chairman.  I  suggest,  then,  that  the  committee  pass  on  to 
some  of  the  subsequent  items,  even  if  later  it  should  be  found  advis- 
able to  return  to  this  subject,  in  order  to  make  progress. 

Mr.  HiTCHCOjCK.  I  will  say,  Mr.  Chairman,  that  1  have  endeavored 
to  explain,  as  fully  as  possible,  in  my  annual  report,  this  question  of 
substitute  and  auxiliary  service.  You  will  find  my  comments  on 
pages  14  to  17  of  the  report. 

The  Chairman.  I  want  to  inquire  in  reference  to  some  items  on 
page  16  of  the  skeleton  bill,  if  there  is  no  objection  to  our  leaving  the 
subject  of  clerk  hire.  You  make  a  recommendation  for  a  decrease  in 
the  appropriation  for  the  separation  of  mail  in  third  and  fourth 
class  offices. 

Mr.  Hitchcock.  Yes,  sir. 
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The  Chairman.  AMiat  occasions  the  condition  which  permits  of  a 
decrease?     Are  they  discontinuing  the  smaller  offices? 

Mr.  Hitchcock.  That  is  due  to  the  extension  of  the  rural  delivery 
service  and  the  dropping  out  of  star  routes. 

Mr.  Stafford.  Gomg  back  to  the  item  just  passed,  I  would  like  to 
ask,  if  we  do  not  adopt  your  idea  for  auxiliary  clerk  service,  whether 
you  wish  to  have  us  omit  the  proviso  as  found  on  the  top  of  page  16, 
which  gives  authorization  to  the  Department  for  employing  tempo- 
rary clerks  out  of  that  item  at  the  rate  of  25  cents  an  hour? 

Mr.  Hitchcock.  If  the  chairman  will  permit  me,  I  will  submit  to 
the  committee  a  complete  draft  of  the  appropriation  measure  that  will 
be  necessary  to  carry  out  this  scheme  or  appropriations.  The  draft 
will  show  very  plainly  what  will  be  required  if  the  clarification  bill 
is  enacted. 

The  Chairman.  For  the  information  of  the  committee,  I  think  it 
will  be  well  to  submit  that.  If  you  have  it  in  a  form  that  you  can 
leave  with  the  stenographer,  it  will  be  put  in  at  this  point  as  a  part  of 
the  hearings. 

Mr.  Hitchcock.  This  could  be  printed  as  a  part  of  the  hearings. 
It  would  simplify  greatly  the  nuitter  of  adjusting  the  various  items 
in  the  appropriation. 

The  Chair31an.  If  I  understand  it,  this  paper  that  you  are  now 
about  to  submit  is  your  recommendation  for  the  appropriation  in  the 
event  your  reconunendation  for  the  permanent  statute  should  not  be 
accepted  ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  That  is  entirely  proper. 

Mr.  Stafford.  Then  that  will' answer  my  question  as  to  whether 
you  wish  to  continue  that  proviso  or  not. 

The  Chairman.  Exactly. 

Mr.  HiTCiKXK  K.  It  will  make  it  unnecessary  to  ask  a  series  of  ques- 
tions of  that  kind,  you  see. 

(The  paper  submitted  by  Mr.  Hitchcock  at  this  point  is  as  fol- 
lows:) 

For  coiniHMisation  to  officers  iind  employees,  other  than  postmasters,  assistant 
postmasters,  and  carriers,  at  first  and  second  class  post-offices,  including  aux- 
iliai-j',  substitute,  and  temporary  employees.  .$25,225,000,  as  follows: 

SuiM'rintendents,  8,  at  not  exceeding  $*i,200  each. 

Auditors,  2,  at  not  exceeding  $3,aK)  each. 

Superintendents,  2*5,  at  not  exceeding  .$2,700  each. 

Cashiers  and  assistant  sui»erintendents,  19,  at  not  exceeding  |2.nOO  each. 

Superintendents,  6,  at  not  exceeding  $2,500  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
booivkeei>ers,  cashiers,  private  secretaries,  and  superintendents,  30,  at  not 
excee<ling  .$2,4fK)  eaih. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
bookkeepers,  cashiers,  and  suix»rintendents,  23,  at  not  exceeding  $2,200  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
bookkeepers,  cashiers,  and  superintendents,  21,  at  not  exceeding  $2,100  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
l)Ookkeepers,  cashiers,  and  superintendents,  85,  at  not  exceeding  $2,000  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
bookkeepers,  cashiers,  private  secretaries,  and  superintendents,  60,  at  not  ex- 
ceeding $1,800  each. 

Assistant  auditors,  assistant  cashiers,  assistant  sujierintendents,  auditors, 
bookkeepers,  cashiers,  private  secretaries,  and  superintendents,  118.  at  not  ex- 
ceeding $1,700  each. 

Assistant  auditors, '  assistant  cashiers,  assistant  sur)erintendents,  auditors, 
bookkeepers,  cashiers,  private  secretaries,  sui)erintendents,  foremen,  and  ste- 
nographers, 122,  at  not  exceeding  $1,500  each. 
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Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditora, 
bookkeepers,  casliiers,  private  secretaries,  superintendents,  foremen,  and  ste- 
nographers, 122,  at  not  exceeding  $1,590  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
bookkeepers;  cashiers,  private  secretaries,  superintendents,  foremen,  assistant 
foremen,  and  stenographers,  309,  at  not  exceeding  $1,400  each. 

Assistant  auditors,  assistant  cashiers,  assistant  superintendents,  auditors, 
cashiers,  bookkeepers,  private  secretaries,  superintendents,  foremen,  .assistant 
foremen,  and  stenographers,  (K)r>,  at  not  exceeding  $1,300  eacli. 

Clerks  of  the  sixth  grade,  2,003. 

Clerks  of  the  fifth  grade,  2,196. 

Clerks  of  the  first,  second,  third,  and  fourth  grades,  23,000. 

Mechanics,  printers,  and  skilled  laborers,  at  from  $900  to  not  exceeding 
$1,200,  50. 

Lal)orers,  messengers,  and  watchmen,  at  from  $400  to  not  exceeding  $900 
each,  1,200. 

Auxiliary,  substitute,  and  temi)orary  employees,  in  such  numliers  as  the  serv- 
ice may  require,  at  the  rate  of  30  cents  an  hour. 

For  the  maintenance  of  contract  stations,  at  not  exceeding  $1,(K)0  each, 
$750,000:  Provided,  That  not  more  than  $150,000  shali  be  expended  for  the 
maintenance  of  such  stations  in  the  grades  aljove  $500. 

UNl'Sl'AL  CONDITIONS. 

The  Chairman.  In  reference  to  the  nnusual  conditions  at  second, 
third,  and  fourth  class  offices,  the  appropriation  of  $100,000  3^011  ask 
for  has  now  been  provided  by  current  law.  Can  you  tell  the  com- 
mittee about  what  proportion  of  that  yet  remains  unexpended? 

Mr.  IIiTrHcoc'K.  About  $30,000,  I  think;  but  I -can  give  you  the 
exact  figures  in  a  moment.  (After  looking  among  papers.)  It  is 
approximately  $80,000.  I  have  a  complete  statement  among  my 
papers,  and  if  you  wish  I  can  give  the  exact  figures  later.  I  can  not 
place  my  hands  on  the  statement  just  at  this  moment. 

The  Chairman.  That  is  sufficient,  I  think.  At  all  events,  the  ex- 
penditures thus  far  made  indicate  that  $100,000  will  probably  be 
consumed  ? 

Mr.  Hitchcock.  Before  the  end  of  the  current  fiscal  year  practi- 
cally all  of  the  appropriation  will  be  utilized. 

If  you  will  permit  me,  before  we  leave  this  item  for  unusual  condi- 
tions at  second,  third,  and  fourth  class  offices,  I  w^ould  like  to  suggest 
that  the  appropriation  be  made  to  cover  also  offices  of  the  first  class. 
The  conditions  that  arose  last  spring  at  San  Francisco,  because  of  the 
earthquake,  could  not  be  met  by  this  appropriation.  A  great  emer- 
gency came  unexpectedly,  and  we  had  no  money  available  with  which 
to  meet  that  emergency.  It  is  not  probable  that  the  appropriation 
would  be  utilized  often  at  offices  of  the  first  class,  and  doubtless  it 
would  he  possible  to  meet  the  emergency  when  it  came  without  increas- 
ing the  amount  of  the  appropriation.  It  seems  to  me  it  would  be  wise 
to  extend  this  appropriation  to  cover  all  classes  of  post-offices. 

The  Chairman.  Rut  you  do  have  certain  funds,  like  the  fund  cov- 
ering temporary  clerk  hire,  which  are  available  at  first  and  second 
class  offices,  and  not  available  at  offices  of  the  third  and  fourth  class? 

Mr.  Hitchcock.  That  is  true;  but  that  temporary  clerk  hire  is  sub- 
ject to  restrictions  like  the  regular  clerk  hire. 

The  Chairman.  You  are  not  obliged  to  go  to  the  civil-service  list 
to  employ  a  temporary  clerk. 

Mr.  Hitchcock.  I  mean  as  regards  the  amount  of  compensation. 

The  Chairman.  That  is  true  enough. 
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Mr.  Stafford.  It  does  not  provide  for  quarters  in  the  case  of  the 
demolition  of  post-ofTices,  such  as  at  San  Francisco,  or  the  like.  There 
would  have  to  be  some  appropriation,  I  suppose,  Mr.  Hitchcock,  to 
meet  those  conditions  ? 

Mr.  Hitchcock.  I  do  not  ask  for  an  increase  in  the  amount,  but  I 
think  it  would  be  wise  to  extend  it  to  cover  all  post-offices.  I  see  no 
reason  why  we  should  draw  a  line  between  the  second  class  and  the 
first  class  offices. 

The  Chairman.  For  unusual  conditions? 

Mr.  Hitchcock.  P^or  unusual  conditions.  If  there  is  an  emergency 
in  a  first-class  office  it  is  generally  a  greater  emergency  than  that  in  a 
second-class  office,  and  this  appropriation  is  intended  to  meet  emer- 
gencies. It  is  a  comparatively  small  appropriation  for  the  whole 
country — only  $100,000.  I  thmk  it  would  be  wise  to  broaden  it.< 
application. 

Mr.  Snapp.  Mr.  Chairman,  that  provision  at  the  top  of  page  IG 
only  refers  to  temporaiy  clerk  hire  that  the  postmaster  is  allowed  to 
employ.  There  is  no  limitation  on  the  amount  that  should  be  paid 
for  temporaiy  clerk  hire  that  mav  be  employed  bv  the  Department 
itself. 

Mr.  Hitchcock.  That  appropriation  limits  the  compensation  to  25 
cents  an  hour,  Mr.  Snapp. 

Mr.  Snapp.  It  limits  to  25  cents  an  hour  that  which  postmasters 
are  allowed  to  employ,  but  not  what  the  Department  might  do  in 
another  way. . 

Mr.  Hitchcock.  I  am  inclined  to  think  that  the  Comptroller  would 
rule  that  it  was  the  intent  of  that  appropriation  to  limit  the  compen- 
sation to  25  cents  an  hour. 

Mr.  Snapp.  Then  I  think  he  would  be  wrong,  and  it  is  not  to  be 
presumed  that  he -would  be  wrong.  A  limitation  of  that  kind  must 
be  strictly  construed,  and  the  language  is  plain. 

Mr.  Hitchcock.  It  seems  to  me,  Mr.  Snapp,  that  if  that  were  not 
the  intent  of  the  appropriation  it  might  be  subject  to  abuse.  It  would 
not  be  restricted  as  Congress  usually  restricts  its  appropriations. 

Mr.  Snapp.  We  may  have  made  a  mistake  in  this,  but  a  good  many 
of  these  appropriations  are  liable  to  abuse. 

Mr.  Hitchcock.  Iji  the  bill  I  propose  the  rate  of  compensation  per 
hour  is  purposely  limited.  It  seems  to  me  that  Congress  would 
expect  and  require  such  a  limitation.  It  is  very  plain  that  under  the 
proposed  measure  not  more  than  80  cents  an  hour  could  be  paid. 

Mr.  Snapp.  If  that  was  the  intention,  it  has  not  been  expressed  in 
those  words. 

Mr.  Hitchcock.  I  rather  think  that  the  language  is  somewhat 
ambiguous  in  the  present  appropriation. 

CLERK    hire   at   THIRD-CLASS   OFFICES. 

Mr.  Snapp.  I  do  not  think  there  is  any  doubt  of  it. 

The  Chairman.  In  reference  to  the  appropriation  to  cover  clerical 
-ervices  at  third-class  offices  you  ask  for  a  20  per  cent  increase,  rais- 
ing the  appropriation  from  $750,000  to  $900,000.  Is  that  for  the 
purpose  or  extending  the  allotment  to  additional  offices  or  increasing 
the  allotments  to  offices  where  it  is  already  utilized? 

Mr.  Hitchcock.   For  both  purposes,  Mr.  Chairman. 

Tho  riHATRiiAN.   Can  you  indicate  the  relative  proportions  of  the 
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increase — what  proportion  of  the  increase  is  intended  to  enlarge  the 
allowances  now  allotted  and  what  proportion  to  be  allotted  to 
entirely  new  offices^ 

Mr.  IIiTCHC'ociv.  You  will  notice  that  on  page  20  of  my  report  I 
suggest  that  the  maximum  amount  that  can  be  allotted  to  the  larger 
third-class  offices  be  increased.  Tf  that  authority  is  granted,  as  I 
hope  will  be  the  case,  it  will  enable  us  to  make  a  desirable  increase  in 
the  allowances  for  such  offices. 

The  Chairman.  Have  you  at  hand  the  scale  of  allotment  w^hich 
you  follow? 

Mr.  IIiTciK  ooK.  I  have  not  the  detailed  scale  with  me.  The  gen- 
eral scale  is  provided  by  law. 

The  Chairman.  That  is  true  enough;  that  is  the  maximum. 

Mr.  Hitchcock.  The  chairman  means  the  detailed  scale  that  we 
follow  in  the  Department  in  making  allowances. 

The  Chairman.  I  do  not  mean  what  you  have  allotted  to  each  par- 
ticular office. 

Mr.  Hitchcock.  You  uiean  our  plan  of  allotment? 

The  Chair:.ian.  I  mean  your  plan  of  allotment. 

Mr.  Hitchcock.  No;  I  have  not  that  with  me. 

The  Chairman.  Do  you  allot  the  maximum  at  some  offices  and  not 
the  maxinuim  at  others  under  the  scale  authorized  by  the  statute? 

Mr.  Hitchcock.  We  rarely  allot  the  maximum  except  at  the  larger 
offices.  There  it  is  necessary.  It  is  impossible  to  allot  the  maximum 
except  in  a  small  percentage  of  the  allowances,  because  the  appropria- 
tion would  not  stand  it. 

The  Chatr3!an.  I  understand.  Still,  you  could  take  the  appro- 
priation of  $750,000  now  authorized  by  the  statute  and  allot  the  maxi- 
mum at  a  number  of  offices  and  allot  nothing  to  the  otliers.  That 
would  be  possible  under  the  law? 

ilr.  Hitchcock.  Oh,  yes;  that  would  be  possible  under  the  law. 

The  Chairman.  But  you  do  make  allotment  to  each  of  the  several 
grades  suggested  by  the  statute?  You  make  some  allotment  to  each 
of  the  grades? 

Mr.  Hitchcock.  We  make  allotments  in  accordance  Avith  a  definite 
scale. 

The  Chairman.  You  hjive  a  definite  scale  that  you  follow? 

ilr.  Hitchcock.  We  have  a  definite  scale  that  we  follow  in  making 
these  allowances. 

Mr.  Snapp.  Would  your  objection  to  this  l>e  met  by  increasing  by 
20  per  cent  the  limitation  in  the  provision  of  this  clause — ^that  is, 
increase  the  $200  that  may  be  allowed  where  the  salary  of  the  post- 
master is  at  $1,000  to  $240 — and  so  on  through  the  clause? 

Mr.  Hitchcock.  Our  recommendation  did  not  have  in  view  a 
change  of  that  kind. 

Mr.  Snapp.  No;  I  know  it  does  not.  It  makes  it  a  gross  ajn^ro- 
j)riation  that  can  be  used  by  the  Department  in  any  way  it  sees  fit. 

Mr.  Hitchcock.  Oh,  no;  we  simplv  increase  the  amount  that  can 
be  allotted  to  the  larger  third-class  oftces.  It  will  permit  the  allow- 
ttnces  to  scale  up  more  rapidly  as  the  offices  increase  in  size,  and  will 
make  the  transition  to  second-class  offices  less  abrupt. 

Mr.  Snapp.  As  I  read  this  clause  on  page  10  of  this  bill,  it  strikes 
out  the  provision  entirely,  thereby  leaving  the  appropriation  at 
$750,000,  to  be  apportioned  in  any  way  the  Department  sees  fit  among 
these  third-class  offices. 
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Mr.  Hitchcock.  Oh,  I  now  understand  what  j^ou  mean.  That 
omission  was  not  intended. 

The  Chairman.  That  grows  out  of  the  fact  that  the  estimates  that 
come  up  are  money  estimates.     I  do  not  undei*stand  that  you 

Mr.  Hitchcock.  We  did  not  mean  to  make  any  such  recommenda- 
tion as  that.     I  did  not  observe  those  brackets. 

The  Chairman.  It  is  simply  not  recommended.  They  are  not 
recommending  the  discontinuance  of  it.  Even  if  the  various  limita- 
tions suggested  by  Mr.  Snapp,  from  $200  to  $400  a  year,  were  in- 
creased by  20  per  cent  each,  or  even  if  part  were  increased  20  f)er  cent, 
it  would  still  necessitate,  according  to  your  view  of  the  conditions,  an 
increase  of  the  total  amount  appropriated. 

Mr.  Hitchcock.  Our  recommendation  has  reference  simply  to  the 
offices  where  the  sahrry  is  $1,800  or  $1,900.  In  such  offices  we  recom- 
mend that  the  maximum  be  increased  to  $600,  instead  of  limiting  it,  as 
at  present,  to  $400.  In  those  larger  third-class  offices  an  increased 
allowance  should  be  possible. 

The  Chairman.  You  recommend  an  additional  division,  above  the 
$1,600  compensation,  for  postmasters? 

ilr.  Hitchcock.  Yes.  We  suggest  that  in  the  two  upper  clashes 
the  limit  be  made  $600  instead  of  $400. 

The  Chairman.  Then  if  there  should  be  a  new  division,  so  as  to 
make  the  allowance  $400  where  the  salary  of  the  postmaster  is  $1,600 
or  $1,700,  and  then  **  nor  in  excess  of  $(>00  where  the  salarv  of  the 
postmaster  is  $1,800  or  $1,D00." 

Mr.  Hitchcock.  That  is  exactly  what  we  suggest. 

The  Chairman.  Then,  if  you  increase  the  appropriation  from 
$750,000  to  $900,000,  you  do  not  mean  to  say  that  you  would  utilize 
that  increase  of  20  per  cent  entirely  in  that  upper  grade? 

Mr.  Hitchcock.  Oh,  by  no  means.  The  appropriation  nnist  pro- 
vide for  the  new  third-class  offices. 

The  Chairman.  Yes. 

Mr.  Snapp.  And  those  not  already  taken  care  of? 

Mr.  Hitchcock.  And  those  not  already  taken  care  of — certainly. 
Ninety  offices  were  advanced  to  the  third  class  on  October  1,  and  200 
^vere  advanced  on  the  1st  of  January. 

Mr.  Stafford.  Two  hundred  of  what  class  offices? 

Mr.  Hitchcock.  Two  hundred  fourth-class  offices  were  advanced 
to  the  third  class.  That  is  to  say,  since  the  opening  of  this  year,  200 
fourth-class  offices  have  been  advanced  into  the  third  class,  and  the 
increase  in  the  appropriation  must  provide  for  those  new  third-class 
offices  as  well  as  cover  any  increase  that  seems  necessary  in  the  allow- 
ance to  existing  third-class  offices  to  meet  the  grow^th  of  business  at 
such  offices. 

The  Chairman.  How  many  third-class  offices  are  there  now? 

Mr.  Hitchcock.  On  the  1st  of  July  last  there  w^ere  4,215.  To  that 
should  be  added  the  290  just  mentioned. 

The  Chairman.  About  how  many,  then,  are  there  altogether? 

Mr.  Hitchcock.  That  would  make  4,505  at  present. 

The  Chairman.  How^  many  third-class  offices  have  allowance's  un- 
der this  appropriation  ? 

Mr.  Hitchcock.  Practically  all  of  the  third-class  offices  have 
allowances. 
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The  Chairman.  Could  vou  indicate  approximately  how  many 
third-class  offices  have  no  allowance? 

Mr.  Hitchcock.  Only  such  offices,  as  a  rule,  as  are  omitted  through 
the  failure  of  the  postmaster  to  make  application  for  allowances. 

The  Chairman.  Do  you  mean  to  say  that  the  allowance  is  made 
absolutely  where  the  application  is  made,  if  vou  have  any  money  to 
allot? 

Mr.  Hitchcock.  The  money  is  allotted  pro  rata  to  all  third-class 
offices.  Of  course  the  amount  granted  to  small  offices  is  less  than  that 
given  large  offices. 

The  Chairman.  What  is  the  smallest  allowance? 

Mr.  Hitchcock.  We  sometimes  allow  very  small  sums — less  than 
$100  in  souie  cases. 

The  Chairman.  A  little  less  than  50  per  cent  of  the  maxinunn  pro- 
vided for  that  grade? 

ilr.  Hitchcock.  Yes,  sir.  As  soon  as  an  office  becomc^s  third  class 
it  is  entitled  to  a  share  of  that  appropriation.  Usually  the  post- 
master nuikes  application,  and  ^ve  invariably  grant  him  something, 
because  that  was  the  pur[)()se  of  the  law,  as  we  construe  it. 

Mr.  Stafford.  The  purpose  of  the  law,  as  understood  by  some 
committee  members,  was  to  provide  for  exce])tional  conditions  at 
third-class  post-offices  where  the  mail  required  more  clerical  services 
than  at  others,  and  that  we  should  vest  in  the  I)e])artment  discretion 
to  allot  the  appropriation,  not  evenly  to  offices  of  all  of  these  various 
grades,  but  that  they  should  use  their  discretion  to  meet  pressing 
mail  conditions. 

Mr.  IIitchc^)Ck.  I  understood  you  to  say  this  morning  that  the 
purpose  originally  was  to  |>rovide  for  all  clerical  assistauce  through, 
such  an  appropriation,  and  not  to  require  the  postmaster  to  utilize 
his  own  salary  in  that  manner. 

The  Chairman.  That  is,  as  far  as  the  services  were  nece-i^arv; 
but  I  do  not  understand  that  the  law  originally  contemphited  a  dis- 
tribution to  all  third-class  offices.  It  was  only  w^here  the  exigencies 
of  the  conditions  required  some  assistance.  There  are  offices  that 
have  just  immediately  ripened  into  the  third  cla^s  from  the  fourth, 
where  possibly  there  is  no  occasion  for  an  additional  allowance. 

Mr.  HiTnicocK.  I  doubt  whether  there  are  any  offices  handling  the 
amount  of  business  transacted  by  a  post-office  of  the  third  class  that 
do  not  require  some  clerical  assistance.  If  an  allowance  is  not 
granted  the  postmaster  must  provide  that  assistance  out  of  his  own 
salary. 

Mr.  Snapp.  I  should  construe  that  exactly  as  the  Department  has, 
as  contemplating  an  allowance  to  all  third-class  offices. 

The  Chairman.  At  all  events,  that  is  the  policy  that  has  bcM?n 
pursued  ? 

Mr.  Hitchcock.  Yes;  that  is  the  policy  that  has  been  pursued. 

Mr.  Snapp.  That  provision  limiting  them  to  specific  cases  to  my 
mind  clearly  indicates  an  intention  that  all  third-class  offices  ^hall 
profit  by  this  appropriation. 

Mr.  Stafford.  It  was  the  original  intention  of  the  committee,  how- 
ever, as  I  understand  it,  to  only  extend  it  to  those  offices  where  there 
were  special  exigencies. 

Mr.  Snapp.  Was  that  provision  in  it  ? 
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Mr.  Stafford.  Xo;  it  was  in  the  same  language  as  that  in  which  it 
is  now  carried. 

Mr.  HirrHCOCK.  This  phm  of  increasing  the  maximum  amount  f(»r 
the  larger  third-class  offices  is  in  harmony  with  the  plan  of  increasing 
the  compensation  of  clerks  at  the  smaller  second-class  offices. 

Mr.  Stafford.  Yet  if  you  allotted  $600  to  a  third-class  office  of 
these  hig:her  grades,  where  the  salary  is  $1,800  or  $1,900,  you  would 
not  require  tnat  it  should  be  used  for  the  purpose  of  paying  only 
one  clerk  ?  .  • . 

Mr.  Hitchcock.  That,  of  course,  is  a  matter  to  be  decided  by  the 
postmaster;  the  only  requirement  of  the  Department  being  efficient 
service.  The  question  of  clerk  hire  at  third-class  offices  is  discussed 
on  page  20  of  the  report,  and  I  point  out  there  more  specifically  the 
reasons  why  it  seems  desirable  to  make  the  amendment  suggested. 

Mr.  FiNLEY.  Before  you  leave  that  item,  "  allowances  for  third- 
class  offices  for  clerical  services/'  the  sum  is  put  down  here  as 
$900,000.  A^Tiat  would  that  give  you  by  way  of  increase  at  the 
various  offices  where  such  allowances  are  made,  if  any;  or  would  it 
give  you  anything? 

Mr.  Hitchcock.  In  order  to  obtain  that  figure  it  is  necessary  to 
deduct  the  number  of  new  third-class  offices. 

Mr.  FiNLEY.  I  am  sure  of  that. 

Mr.  Hitchcock.  The  purpose  is  to  use  the  increase  quite  largely  in 
meeting  the  requirements  or  those  offices.  I  can  not  say  ofFliand  just 
what  the  percentage  of  increase  would  be. 

Mr.  FiNLEY.  TIhmi  tliere  is  practically  no  increase  in  tni^  for  the 
offices  Avhere  allovances  are  now  inacie? 

Mr.  Hitchcock.  On  the  contrary,  we  could  grant  considerable 
increases  to  existing  third-class  officios,  particularly  to  the  larger  ones: 
but  such  incr  *ases  wduld  comprise  a  rather  small  ])ercentage,  I  should 
think,  of  the  total  amount,  because  of  the  large  number  of  new 
third-class  offices  that  must  l)e  ])rovided  for. 

Mr.  FrxLEY.  Do  you  not  receive  a  great  nu:ny  complaints  about 
the  inadequate  comi^Misation  if 

Mr.  Hitchcock.  We  receive  numerous  complaints  from  third-cla'-s 
offices  about  the  injulequate  allowance,  for  clerk  hire  and  also  about 
the  inadc^quate  alhnvances  for  rent,  fuel,  and  light.  I  believe  we 
receive  more  complaints  from  postmasters  of  the  third  class  regarding 
the  inadequacy  of  the  e  allo\vi>nces  than  for  any  other  cause. 

Mr.  FiNLEY.  T  see  that  vou  make  an  estimate  here  for  $900,000: 
that  is  an  increase  of  $150,000? 

Mr.  Hitchcock.  Yes:  that  is  true. 

Mr.  FiM.KY.  Thpt  would  allow  a  very  small  j)ercentage  of  increase, 
then,  to  offices  wher*  allowances  are  now  made,  takinc  into  considera- 
tion the  new  (^'ce!-  wher:-  nllovraiici^s  would  be  nir.de? 

Mr.  Hitch*  (H'K,  It  would  not  allov;  a  larg?  in^-rease.  That  is 
l)lain  on  the  fnce  of  the  figures. 

Mr.  FiNLEY.  Tl  would  require  souiething  like  $1.^250,000,  would  it 
not,  to  make  wvrh  of  an  increase?  In  the  event  that  the  allowance 
was  $1,250,000.  how  much  would  that  be  to  each  office  by  way  of 
increase? 

Mr.  Hitchcock.  If  the  sum  was  apportioned  equally? 

Mr.  FiNLEY.  I  mean  if  it  were  apportioned  in  the  usual  way,  some 
offices  getting  more  and  some  offices  les<? 

Mr.  Hitchcock.  T  have  just  stated   the  number  of  offices.     The 
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average  could  be  computed  by  dividing  the  total  amount  by  that 
number,  but  of  course  the  appropriation  is  not  allotted  in  that  way. 
It  is  allotted  in  accordance  with  the  scale. 

Mr.  FiNLEY.  I  understand  you  to  say  that. 

The  .Chairman.  I  presume  Mr.  Finley  really  means  how  much 
would  be  required  if  the  maximum  allowance  were  given  to  each  of 
the  third-class  offices. 

Mr.  Finley.  Yes;  ar^d  then  how  much  $1,250,000  would  give  to 
them  on  that  basis. 

The  Chairman.  By  allowing  them  at  the  rate  of  the  maximum  ? 

Mr.  Finley.  Yes.  I  presume  that  would  take  quite  a  little  calcula- 
tion. 

Mr.  Hitchcock.  We  should  have  to  figure  that  out. 

Mr.  Finley.  Wliat  would  the  calculation  you  have  made  give? 

Mr.  IIiTCHcoc  K.  About  $83.30. 

Mr.  Hedge.  Mr,  Finlev,  if  vou  divide  $150,000  bv  4,505  vou  can  ^et 
at  it. 

Mr.  Finley.  So  the  increase,  then,  would  be  about  $33  to  each 
office  ? 

Mr.  Hitchcock.  Yes;  if  apportioned  equally. 

RENT,   LIGHT,  AND   FUEL. 

The  Chairman.  In  your  recommendation  for  the  appropriation 
for  rent,  light,  and  fuel,  Mr.  Hitchcock,  you  have  in  your  report  sug- 
gested some  increase  of  the  limitation  there  with  reference  to  third- 
class  offices? 

Mr.  Hitchcock.  Ye^,  sir;  I  recommend  an 'increase. 

The  Chairman.  You  increase  the  limit  of  third-class  offices  $500 
for  rent,  and  $100  for  light  and  fuel? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Does  vour  recommendation  of  an  increase  of 
$150,000  contemplate  that'? 

Mr.  Hitchcock.  Yes,  sir. 

The  Cilmrman.  If  the  increased  limitation  for  rent  at  $500  and 
fuel  at  $100,  which  would  be  equivalent  to  $()00  for  rent,  light,  and 
fuel,  jit  third-cla?^s  offices,  should  not  be  made — that  is,  if  the  limita- 
tion wore  not  raided  from  $400,  the  present  law,  to  $000 — ^you  would 
not  need  the  $150,000  increase,  would  you? 

Mr.  Hitchcock.  The  purpose  of  increasing  this  maximum  is  to 
make  it  possible  for  the  Department  to  utilize  this  appropriation  as 
it  should  be  utilized  in  exceptional  cases. 

The  Chairman.  But  what  I  mean  is  this:  The  limit  of  allowance 
now  authorized  by  law  for  both  rent  and  fuel  is  $480? 

^Ir.  Hitchcock.  Yes. 

The  Chairman.  And  vou  suggest  that  as  to  third-class  offices  that 
Hinit  h?  fixed  at  $600. 

Mr.  Hitchcock.  Yes. 

The  Chairman.  That  is  $120  increase? 

ilr.  Hitchcock.  Yes. 

The  Chairman.  If  that  limitation  were  not  increased,  but  the 
limitation  remained  as  it  is  now  fixed  by  the  law,  you  would  not 
need  all  of  the  $150,000  for  which  vou  have  asked,  would  you? 

Mr.  Snapp.  It  would  permit  oi  a  reduction,  because  the  increase 
asked  is  only  5  per  cent,  and  it  is  based  on  $500  and  $100. 
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The  Chairmax.  That  is  what  I  am  trying  to  draw  out.  If  it  i? 
based  on  the  increase  of  the  limit,  then  tliere  is 

Mr.  Hitchcock.  Mr.  Chairman,  whether  or  not  you  raise  the  limit, 
the  Department  would  ask  for  that  increase  in  the  appropriation. 

The  Chairman.  Then  if  the  limit  should  be  raised,  it  would  be 
necessary  to  appropriate  more  than  the  $150,000  additional,  would 
it  not  ? 

Mr.  Hitchcock.  It  would  not  be  necessary  to  appropriate  more 
money.  The  change  proposed  would  enable  tlie  Department,  in  cer- 
tain cases  where  it  seems  desirable,  to  pay  a  little  higher  rent  than  we 
can  at  present.  The  ajjpropriation  would  be  allott<^  in  precisely  the 
same  way  as  at  present  for  most  of  the  third-class  offices;  but  now 
and  then  we  find  an  office  where  the  existing  maximum  is  too  low, 
and  in  these  exceptional  crises  it  is  embarrassing  to  the  service  not  to 
be  able  to  pay  sufficient  rent. 

The  Chairman.  What  do  you  mean  by  ''  exceptional  castas?  ■' 

Mr.  SxAPP.  Is  it  so  much  an  embarrassment  to  the  service  as  it  is 
an  embarrassment  and  a  hardship  on  the  postmaster-? 

Mr.  HiTCHcocMi.  We  consider  that  an  embarrassment  to  the  service. 
The  postmaster  is  an  officer  of  the  service. 

The  Chairman.  As  a  matter  of  fact,  Mr.  Hitchcock,  from  what 
points  does  the  demand  for  the  increase  for  rent  come;  from  what 
sections  of  the  country? 

Mr.  Hitchcock.  Cliiefly  from  sections  of  the  country  where  the 
growth  is  rapid  and  where  rents  are  consequently  high. 

The  Chairman.  There  is  a  pretty  general  demand,  is  there  not? 

Mr.  Hitchcock.  Tht^re  is  a  very  general  demand  for  increased 
rents. 

The  Chairman.  Is  not  a  good  part  of  the  demand  simply  based 
upon  the  fnct  that  everybody  is  after  more  pay  of  all  kinds  where 
the  Government  is  paymaster? 

Mr.  Hitchcock.  I  do  not  think  the  demand  is  due  to  that  fact, 
because  of  the  way  in  which  we  handle  the  cases.  We  generally  have 
some  kind  of  competition. 

The  Chairman.  This  limit  was  increased  not  a  great  while  ago. 
was  it  not  ? 

Mr.  HiTCHccxMv.  Not  since  I  have  been  in  charge  of  the  Bureau. 

Mr.  Stafford.  We  increased  it  two  years  ago,  Mr.  Chairman. 

The  Chairman.  Yes;  the  limit  was  increased  two  years  ago. 

Mr.  Grandfieij).  Only  so  far  as  it  applied  to  fuel  and  light. 

Mr.  Stafford.  Yes;  onlv  so  far  as  it  applied  to  fuel  and  liglit. 
We  raised  it  from  $00  to  $80. 

The  Chairman.  Oh,  that  was  it — only  as  to  fuel  and  light. 

Mr.  Hitchcoc  K.  How  long  ago  was  that  ? 

Mr.  Stafi'X)rd.  Two  years  ago. 

Mr.  Hitchcock.  That  wns  before  I  was  in  charge  of  the  service. 

I  refer  to  this  question  of  the  allowances  for  rent,  light,  and  fuel  at 
third-class  post-offices  on  page  ol  of  the  report  and  state  there  the 
reasons  why  it  seems  to  me  wise  to  raise  the  maximum. 

Tlie  CiiAiR^iAN.  This  maximum  is  simply  a  "  pacing  rate,''  is  it 
not?  Tlie  demand  usuallv  moves  up  as  the  limit  moves  up,  d(x»s  it 
not  ? 

Mr.  HiTriicocK.  We  do  not  allow  the  maximum;  it  is  a  rare  thing 
to  allow  it. 
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The  Chairman.  Are  you  not  allowing  $400  at  any  place? 

Mr.  Hitchcock.  AA"e  rarely  allow  the  niaximiun.  The  same  con- 
dition j)revaiLs  as  in  the  allowances  for  clerk  hire  at  third-class  offices. 

The  Chairman.  Then  would  not  substantial  justice  be  secured  if 
we  made  an  additional  increase  of  the  total  appropriation  and  let  the 
maximum  stand? 

Mr.  Hitchcock.  If  you  raised  the  total  without  permitting  an 
nicrease  in  the  maxinuim,  it  would  embarrass  the  Department  in  cer- 
tain cases  where  it  seems  to  me  needless  to  embarrass  it. 

The  Chairman.  You  do  not  expect  the  Department  to  be  relieved 
from  all  embarrassment,  do  you,  in  all  cases? 

Mr.  Hitchcock.  I  certainly  do  not,  Mr.  Chairman;  but  I  am 
anxious  to  decrease  the  eml^arrassment  as  far  as  possible. 

The  Chairman.  Do  you  not  believe,  Mr.  Hitchcock,  according  to 
your  experience  in  the  field  of  the  Government  dealing  with  the  indi- 
vidual citizen,  that  if  you  increased  this  maximum  to  any  point  you 
would  still  have  an  amount  of  embarrassment  l)y  reason  of  the  de- 
mands for  higher  rents,  reaching  as  far  as  possible  to  the  limit  ? 

Mr.  Hitchcock.  The  general  practice  has  been  to  allow  consider- 
ably less  than  the  maximum,  and  no  embarrassment  has  come  from 
that  fact.  It  is  only  in  these  unusual  cases,  where,  owing  to  peculiar 
conditions,  we  can  not  get  quarters  for  the  sum  now  permitted,  that 
we  need  to  have  a  higher  maximum.  But  unfortunately  ^e  can  not 
very  well  prescribe  in  the  bill  that  the  maximum  shall  be  available 
for  exceptional  cases  only. 

The  Chairman.  Do  you  practice,  pretty  generally,  competitive 
bids  for  rental  purposes? 

Mr.  Hitchcock.  That  is  the  general  practice  of  the  Department. 

The  Chairman.  I  say,  that  is  the  general  practice?  So  thnt  what- 
ever the  maximum  or  limitation  might  l^,  if  you  still  followed  the 
])ractice  of  getting  competitive  bids,  you  would  get  about  the  same 
result? 

Mr.  Lloyd.  He  can  not  follow  that  practice  always. 

The  Chairman.  I  laiow;  but  I  am  talking  about  what  is  done  gen- 
erally.    Sometimes  you  can  not  get  two  people  to  bid. 

Mr.  Hitchcock.  IIow  about  the  case  where  the  lowest  bid  obtain- 
able is  in  excess  of  the  maximum  allowed?  Then  we  are  unable  to 
rent  quarters. 

The  CiiAiRJiAN.  Have  you  any  such  case  that  you  can  cite  to  the 
committee? 

Mr.  Hitchcock.  AVe  have  had  cases  of  that  kind,  where  it  has  been 
impossible  to  get  quarters  suitable  for  post-office  purposes  because  of 
the  present  limitation.     That  is  the  reason  for  this  recommendation. 

Mr.  FiNi.EY.  Is  it  a  general  practice  that  you  have  second-class 
post-offices  rented  as  low  as  $280. 

Mr.  Hitchcock.  AVe  have  second-class  ])ost-offices  rented  as  low 
as  $1.    ^ 

Mr.  FiNLEY.  And  in  those  cases  is  it  not  true  that  the  ])atrons  of 
the  office  simply  pay  the  lessor  the  difference  between  what  the  Gov- 
'^rnment  pays  and  what  the  rental  of  the  property  is? 

Mr.  Hitchcock.  There  are  cases  where  public-spirited  citizens  con- 
tribute to  bear  the  expense  that  is  necessary  in  order  to  provide  ade- 
tjuate  post-office  quarters. 

The  Chairman.  And  are  there  not  also   instances  where  the  owner 


90  P08T-0PPICB  APPROPEIATIOK   BILL. 

of  the  building  offers  his  building  at  a  low  rental  in  order  to  get  the 
advantage  that  accrues  to  other  rental  property  in  that  vicinity? 

Mr.  HiTC'iKOCK.  Such  cases  are  quite  common,  Mr.  Chairman.  I 
think  the  case  that  I  had  in  mind  when  I  said  that  we  had  rented 
quarters  as  low  as  $1  was  a  cae.e  of  that  kind.  The  lessors  were  glad 
to  have  the  post-office  at  any  price  in  order  to  bring  to  their  building 
the  patrons  of  the  office. 

Mr.  FiNLEY.  Do  you  think  it  good  policy  on  the  part  of  the  Gov- 
ernment to  practice  that  policy? 

Mr.  HiTciKxx'K.  Of  leasing  buildings 

Mr.  FiNLEY.  WHiere  the  patrons  of  me  office  pay  the  rental  out  of 
their  own  pockets? 

Mr.  Hitchcock.  Of  course  that  part  of  the  transaction  is  entirely 
outside  of  our  purview. 

Mr.  FixLEY.  I  know;  but  as  a  matter  of  administration  of  th<' 
postal  service,  should  not  the  Government  secure  the  place  that  is  best 
suited  for  the  service,  and  lease  the  property  and  pay  the  rental? 

Mr.  Hitchcock.  As  a  rule,  I  believe  that  principle  should  be  fol- 
lowed ;  but  in  cases  where  the  Department  is  able  to  secure  quarters 
at  a  lower  rental,  because  of  the  desire  of  the  people  of  a  place  to  have 
adequate  facilities  provided,  I  see  no  reason  why  it  should  not  be  done. 

NECESSARY    MISCELKANEOIS   EXPENSES. 

The  Chairman.  Let  me  suggest  that  we  proceed  to  the  next  item 
of  the  appropriation,  "  for  necessary  miscellaneous  and  incidental 
items  directly  connected  with  first  and  second  class  post-offices."  You 
ask  for  an  increase  of  6  per  cent  there.  A\niat  is  the  general  character 
of  those  expenditures? 

Mr.  IIiTciKoc^K.  That  fund  is  expended  chieflv  for  cleaning,  for 
telephone  service,  and  for  directories.  Those  three  items  are  the 
leading  items  of  expense  under  that  appropriation. 

The  Chairman.  When  the  amount  for  the  current  fiscal  year  was 
fixed,  my  recollection  is  that  the  increase  allowed  was  based  almost 
entirely  upon  your  suggestion  of  the  low  price  paid  employees  for 
cleaning  and  maintenance  of  the  buildings,  and  that  it  was  the  pur- 
pose of  the  Department  to  pay  out  the  most,  if  not  all,  of  that  in- 
crease for  that  purpose.  What  is  the  purpose  of  this  increase  of 
$15,000 — the  same  or  some  other  purpose  ? 

Mr.  Hitchcock.  We  do  not  limit  the  increase  to  any  one  line  of 
expenditure;  but  unquestionably  the  principal  part  of  it  would  be  de- 
voted to  that  purpose. 

The  Chairman.  But  last  year,  my  recollection  is,  you  stated  to  the 
committee  that  that  was  the  main  purpose  of  the  increase  then  asked 
for. 

Mr.  Hitchcock.  Ye.^:  I  remember  stating  that. 

The  Chairman.  I  wondered  whether  that  was  the  main  purpose 
this  year. 

Mr.  Hitchcock.  It  is  also  the  main  purpose  this  year. 

The  Chairman.  Can  you  tell  the  committee  approximately  what 
proportion  of  the  total  appropriation  is  paid  out  to  cleaners? 

Mr.  Hitchcock.  I  can  submit  a  statement  showing  the  allotment 
of  that  appropriation  in  detail,  if  you  desire;  but  I  have  not  the 
figures  with  me. 

The  Chairman.  Would  you  be  able  to  show  from  the  records  in 
your  own  office,  or  would  we  have  to  get  the  information  from  the 
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Auditor,  as  to  what  proportion  of  this  expenditure  is  for  cleaning, 
and  what  for  furniture,  and  what  for  other  purposes? 

Mr.  Hitchcock.  We  can  show  the  amount  of  the  allowances  from 
the  records  of  our  own  office. 

The  Chairman.  That  is,  the  allotments?  Do  you  allot  so  much 
for  cleaning  and  so  much  for  furniture? 

Mr.  Hitchcock.  Yes;  the  allow^ances.  The  exact  expenditures 
would  have  to  be  show^n  from  the  Auditor's  returns,  because  expendi- 
tures, as  you  know,  are  reported  directly  to  the  Auditor.  There  is  no 
administrative  review  of  these  accounts  in  the  bureau. 

The  Chairman.  Then  the  additional  increase  of  six  per  cent, 
amounting  to  $15,000,  is  due  entirely  to  the  growth  of  the  service  and 
the  enlargement  of  buildings,  etc.? 

Mr.  Hitchcock.  And  aL^o  to  the  increase  in  wages.  That  would 
1k».  an  important  factor. 

The  Chairman*  AAliat  is  the  average  pay  to  the  laborer  that  does 
the  cleaning? 

Mr.  Hitchcock.  That  would  depend.  It  is  a  pretty  hard  thing  to 
say,  in  view  of  the  fact  that  the  appropriation  is  distributed  to  offices 
nli  over  the  country.     Conditions  vary  greatly  in  different  places. 

The  Chairman.  Do  you  allow  a  laborer  doing  the  cleaning  work 
in  an  office  in  one  State  a  different  compensation  from  a  laborer  doing 
exactly  the  same  character  of  work  in  an  office  in  another  State? 

Mr.  Hitcik^ock.  We  do  not  apportion  the  appropriation  in  that 
way.  We  allow  a  certain  qmount  to  the  postmaster  to  expend  for 
cleaning.  We  start  with  nn  allowance  of  $00  a  year,  my  impression 
is,  for  a  small,  second-class  office,  and  the  scale  goes  up.  We  do  not 
fix  any  rate  of  wage.*    That  is  a  matter  that  the  postmaster  attends  to. 

k::ntai.  or  ihrciiase  cancelling  machines. 

The  Chairman.  In  the  item  for  rental  or  purchase  of  canceling 
machines,  you  ask  for  an  increase  of  20  per  cent.  Is  that  for  addi- 
tional rent  or  additional  purchase? 

Mr.  Hitchcock.  That  is  for  additional  rent.  The  Department  is 
not  ))urcl)asing  any  machines  at  present.  It  is  not  able  to  purchase 
the  high-grade  machines,  ])ecau}-e  the  proprietors  do  not  sell  them, 
and  we  do  not  care  to  purchase  inferior  machines. 

Mr.  Snapp.  By  ''additional  rent,"  do  you  mean  additional  ma- 
chines, or  a  larger  jn-ice  for  those  rented? 

;Mr.  Hitcikock.  Additional  machines,  at  the  same  rate  of  rental, 
or  less. 

The  CiLMRMAN.  Has  the  rate  of  rent  advanced  on  these  individual 
machijnes  ? 

Mr.  Hitchcock.  During  the  past  year  we  succeeded  in  getting  a 
reduction  in  the  rates  of  rental  for  certain  machines. 

The  Chairman.  Can  you  give  the  committee  the  rates  of  tent 
that  the  Government  is  now  paying  for  these  machines;  and  also,  if 
you  have  the  information  at  hand,  the  number  of  the  various 
machines? 

Mr.  Hitchcock.  I  can  submit  a  table  showing  the  number,  the 
Ktyle,  and  the  rate  of  rental  for  each  machine  that  we  are  using,  Mr. 
Chairman,  if  you  desire. 

The  Chairman.  Very  well ;  that  is  information  that  is  well  worth 
having. 
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Mr.  Stafford.  Has  there  been  a  reduction  in  the  rent  (if  you  can 
state  it  olfliand)  of  the  hicfh  -  chiss  machine,  the  Hev  -  I^olphin 
•'flyer"? 

ilr.  IIiTciicocK.  The  Hey-Dolphin  people  have  brought  out  an- 
other machine  that  is  furnished  at  a  lower  rental. 

Mr.  Stafford.  Is  it  a  hand  machine,  or  one  operated  by  an  electric 
motor? 

Mr.  Hitchcock.  An  electrical  machine. 

Mr.  Stafford.  Is  there  any  competition  at  present  between  the 
manufacturers  of  these  machines? 

Mr.  Hitchcock.  There  is  a  general  competition — that  is  to  say, 
the  manufacturers  of  machines  of  different  degrees  of  efficiency  are 
competing  to  get  their  respective  machines  into  the  service;  but  there 
is  practically  no  competition  at  present  as  regards  the  machines  of 
the  highest  class. 

Mr.  Stafford.  Have  you  installed  any  machine?  during  the  past 
year  of  makes  other  than  those  manufactured  by  the  Hey-Dolphin 
Company?     If  so,  to  what  extent? 

Mr.  Hitchcock.  If  you  like,  I  can  read  the  names  and  the  num- 
bers right  now.     I  have  the  table. 

Mr.  Stafford.  All  right. 

^Ir.  Hitchcock.  AVe  have  in  operation  !254  of  the  Hey  &  Dolphin 
"  flyers,"  as  they  are  called.  That  is  the  highest  priced  machine  we 
rent. 

The  Chairman.  Can  you  give  the  rental  rate? 

Mr.  HiTc^HCOCK.  Yes;  we  pay  $400  a  year  for  that  machine. 

We  now  have  50  of  the  new  Hey  &  I)ol[)liin  electric  "  S  "'  machines. 
AVe  pay  $150  a  year  for  that  stjde. 

The  Chairman.  That  is  the  machine  you  referred  to  a  while  ago? 

Mr.  Hitchcock.  That  is  the  machine  to  which  I  just  referred. 
AVe  are  utilizing  it  (juite  extensively  now.  We  find  it  a  better  invest- 
ment to  put  $150  into  the  '' S  "  machine  than  to  put  $400  into  the 
^'  flyer '' — tlnit  is,  speaking  generally.  Under  some  conditions,  of 
course,  the  ''  flyer ''  is  almost  necessary. 

Then  we  have  100  of  the  Iley  &  Dolphin  hand-power  machines,  the 
rental  of  which  is  $00  a  year.  We  have  secured  a  reduction  from 
$100  to  $1)0  in  the  rental  of  that  machine. 

We  have  2*J5  of  the  American  combination  machines,  at  an  annual 
rental  of  $150  each. 

We  have  375  of  the  American  drop-feed  machines,  at  $100  each. 
Last  year  we  ])aid  Jl>110  for  that  machine. 

We  have  100  of  the  American  hand-power  machines,  at  $80  each, 
the  same  rental  a«  last  vear. 

AVe  have  (u  of  the  Columbia  machines,  at  $150  each,  and  71  of  the 
Barry  machines,  at  $150  each. 

This  makes  a  total  of  1.242  canceling  machines  under  lease  to  the 
Dep*artinent.  In  addititm  to  the  machines  enumerated  we  have  con- 
tracted for  (>  of  the  new  machines  nuide  by  the  Time-Marking  Ma- 
chine Company  of  Chicago,  at  an  annual  rental  of  $300.  Thi^^ 
is  the  nuichine  that  was  expected  to  comT)ete  with  the  Hev-Dolphin 
^'  flyer.^' 

We  also  have  al)out  350  of  the  Doremus  hand-power  machine.^  still 
in  use.  As  you  know,  the  Doremus  machines  are  owned  by  the  De- 
partment. 


POST-OFFICE   APPROPRIATION    BILL.  93 

The  CiTATRMAX.  ITow  is  this  last  machine  yon  referred  to  as  the 
Chicago  machine  proving? 

Mr.  Hitchcock.  The  time-marking  machine  ? 

The  Chairman.  Yes;  how  is  it  doing? 

Mr.  IIiTCH(X)CK.  That  machine  has  been  tested  at  the  Chicago  office 
and  at  the  AVashington  office,  with  fairly  satisfactory  results:  but 
the  company  has  not  felt  that  the  machine  was  sufficiently  perfected 
to  warrant  filling  the  order. 

The  Chairman.  If  the  $50,000  additional  appropriation  were  al- 
low^ed,  is  it  the  pur[)()se  of  the  Department  to  apply  it  entirely  to  the 
rental  of  machines  ? 

Mr.  Hitchcock.  It  w^ould  be  necessary,  under  present  conditions, 
to  apply  it  entirely  to  the  rental  of  machines. 

The  Chairman.  And  what  particular  machine  would  probably  bo 
rented  ? 

Mr.  Hitchcock.  If  the  time-marking  machine  is  perfected,  we 
should  be  inclined  to  rent  some  of  those  machines,  because  they 
would  c(impete  with  the  Hey-Dolphin  *'  flyers.''  We  feel  like  ne- 
couraging  as  much  competition  as  possible.  If  that  machine  is 
not  ])erfected,  it  may  be  nece-sary  to  rent  some  additional  ''  flyers  " 
for  use  in  the  large  offices.  Where  the  mail  is  very  heavy  the  *'  flyer  " 
is  the  most  economicnl  machine  to  use.  The  probability  is,  how- 
ever, that  we  will  rent  a  considerable  number  of  what  is  known  as 
Ihe  Hey-Dolphin  ''  S  "  machines  at  $150  each.  That  machine  has 
proved  to  be  very  satisfactory:  and  in  extending  the  use  of  electrical 
machines  to  smaller  offices,  t  imagine  we  should  consider  the  model 
"•  S  "  about  the  best  investment. 

Mr.  Stafford.  Has  the  Department  any  contract  with  the  Time- 
Marking  Machine  Company  to  receive  its  machines,  in  case  thev  are 
perfected,  at  the  price  of  $800? 

Mr.  Hitch(\x'k.  We  have  a  contract  for  the  rental  of  six  machine^. 

Mr.  Stafford.  At  that  figure? 

Mr.  Hitchcock.  At  the  rate  of  $:300  each. 

Mr.  Stafford.  You  have  no  contract  which  grants  the  Department 
the  rental  of  additional  machines  at  that  figure? 

Mr.  Hitchcock.  I  refused  to  make  a  larger  contract  because  I  did 
not  wish  to  tie  uj)  the  money.  That  was  done  the  year  before,  and  the 
company  failed  to  produce  its  machines.  The  residt  was  that  the 
amount  covered  by  the  contract  was  '"  tied  up,"  as  I  expressed  it,  in 
such  manner  that  we  could  not  apply  it  to  other  uses,  and  for  that 
reason  I  thought  it  best  to  contract  *for  only  six  at  the  outset. 

Mr.  Stafford.  But  if  the  machine  is  a  success,  there  is  nothing  to. 
prevent  the  manufacturers  from  raising  the  price,  in  case  they  have 
a  machine  as  good  as  that  manufactured  by  the  Hey-Dolphin  ''  flyer  " 
concern  ?  In  other  words,  tlie  GovTrnmeiit  has  no  reservation  or 
option  to  rent  additional  nuichines  at  the  lower  rental? 

Mr.  Hitchcock.  If  the  time-marking  machine  should  prove  to  be 
as  good  as  the  IIey-Dolj)hin  and  the  price  should  be  raistMl  to  $400, 
there  would  be  no  object  in  our  substituting  one  for  the  other,  particu- 
larly in  view  of  the  expense  necessarily  incident  to  new  installation. 

Air.  Stafford.  There  would  be  an  o()ject  in  case  it  was  just  as  good 
and  they  raisc^^d  their  price  to  $390? 

Mr.  liiTciTcocK.  Oh,  yes;  if  we  could  procure  those  machines  at  a 
lower  rental  and  they  were  equally  effective  in  their  work,  we  should 
take  them. 
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Mr.  Stafford.  Does  the  Department  eonteniplate  extending  the  u>e 
of  the  canceling  machine^i  to  any  of  the  second-class  offices  of  a  lower 
grade  than  those  in  which  they  have  hc^en  in  force  heretofore,  by 
reason  of  this  increased  appropriation,  or  is  the  increased  appropria- 
tion solely  for  the  additional  mail  service  in  the  offices  where  they  are 
at  present  installed  ? 

Mr.  Hitchcock.  The  increase  is  not  large  enough  to  warrant  sup- 
plying canceling  machines  to  the  smaller  offices — that  is,  to  any 
considerable  extent.  We  have  submitted  an  estimate  that  is  calcu- 
lated, in  our  judgment,  to  meet  the  growing  needs  of  the  larger  office> 
where  that  method  of  cancellation  is  now  in  use. 

SALARY    AND    ALIX)WANCE    DIVISION. 

The  Chairman.  Mr.  Hitchcock,  I  want  to  make  some  inquiry  in 
reference  to  the  compensation  to  your  assistant  superintendents  of 
the  Salary  and  Allowance  Division.  Since  your  estimate  was  sub- 
mitted through  the  regular  channel  your  report  has  been  made  pub- 
lic, wherein  I  think  you  make  some  reconnnendations  of  change  of 
title  and  increase  of  number. 

Mr.  Hitchcock.  I  favor  very  strongly  an  increase  in  the  number 
of  these  field  agents,  believing  that  the  investment  of  money  in  the 
compensation  of  such  men,  if  they  are  j)roperly  selected,  is  an  excep- 
tionally good  investment.  T  find  that  the  services  of  the  agents  now 
employed  have  been  exceedingly  valuable  in  many  way^  during  the 
past  year. 

The  (Chairman.  We  increas<»d  the  number  last  year  by  how  many? 

Mr.  HiT(  HcocK.  By  three.  You  increased  the  number  from  seven 
to  ten,  and  with  the  experience  of  the  i)ast  year  behind  me  I  can 
say  that  you  did  a  wise  thing. 

The  Chairman.  AVhat  is  your  method  of  using  this  force — a  divi- 
sion of  the  country,  or  a  division  of  the  offices  by  grade  of  receipts? 

Mr.  HiTCH(M)CK.  Since  the  hearings  of  a  year  ago  I  have  broad- 
ened the  scope  of  their  work  somewhat.  Originally  they  devoted 
their  time  almost  exclusively  to  the  lease  work  of  my  bureau — an 
exceedingly  iini)ortant  line  of  work.  But  during  the  j)ast  year  I 
have  utilized  some  of  these  field  agents,  as  far  as  they  could  be  spared 
from  the  lease  work,  to  assist  me  m  carrying  out  some  of  the  reforms 
that  we  are  trying  to  inaugurate  in  the  management  of  po-t-offices. 
I  go  into  that  question  at  some  length  in  my  report  under  the  head- 
ing of  "  Post-office  methods." 

The  Chairman.  That  is  at  page  27. 

Mr.  Hitchcock.  I  assure  you  that  an  innnense  sum  of  money  can 
be  saved  by  systematizing  post-office  methods.  My  field  superintend- 
ent>  are  helping  me  to  bring  this  about. 

The  Chairman.  In  general,  do  I  undei'stand  you  to  say  that  this 
force  is  used  in  the  matter  of  leases  and  rental  of  buildings? 

Mr.  Hitchcock.  The  principal  work  of  these  field  superintendents 
has  been  and  still  is  the  leasing  of  j)ost-offic(»  quarters.  They  are  not 
able  with  their  present  force  to  perform  all  that  work.  In  my  .judg- 
ment there  should  be  a  large  enough  force  to  handle  all  the  lease 
work  and  also  to  assist  in  certain  administrative  work. 

The  Chair>l\n.  At  ]>age  fi  of  your  report,  at  the  point  where  you 
ask  for  the  additional  force,  you  say: 

The  corps  should  be  large  enough  to  handle  the  field  work  of  the  city- 
delivery  jiervic-e  In  conjunction  with  the  duties  now  i)erforniod. 
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Do  you  mean  by  that  to  make  that  examination  with  refei-ence  to 
city-delivery  routes,  and  the  necessity  for  additional  carriers? 

Mr.  HiTciicocK.  Yes,  sir;  that  is  precisely  what  I  mean. 

The  Chairman.  That  work  is  now  performed  by  post-office  in- 
spectors ? 

Mr.  Hitchcock.  It  is  performed  almost  altogether  by  post-office 
inspectors.  It  often  happens  that  my  field  superintendents  are  at 
work  on  a  j)roblem  involving  the  consolidation  of  post-offices,  the 
establishment  of  stations,  or  J:i<)mething  of  that  kind,  where  one  of 
the  principal  factors  in  the  plan  of  reorganization  is  the  city-delivery 
service.  As  the  work  is  now  conducted,  the  practice  is  to  detail  an 
ins[)ector  to  cooperate  with  my  agents,  whereas  if  my  representatives 
had  the  authority  they  could  handle  the  whole  problem  and  get  better 
results. 

The  Chairman.  I  again  ask  you,  in  the  operation  of  that  service 
do  you  divide  the  countiy  into  divisions,  assigning  an  assistant  super- 
intendent to  each  division;  or  do  you  assign  them  promiscuously? 

Mr.  Hitchcock.  As  far  as  the  lease  work  is  concerned,  we  divide 
the  country  up  into  a  series  of  divisions.  Each  field  superintendent 
has  his  own  territorv  as  regards  such  cases. 

The  Chairman.  1)o  you  fix  a  certain  territory,  and  assign  an 
assistant  superintendent  to  it,  and  designate  headquarters  in  that 
territory  for  him  ? 

Mr.  Hitchcock.  We  designate*  headquarters  for  him  in  his  terri- 
tory. We  hold  him  responsible  for  the  lease  work  in  his  territory, 
so  far  as  he  is  able  to  handle  it. 

The  Chairman.  Is  the  country  now  divided  into  ten  divisions? 

Mr.  Hitchcock.  No;  because  of  the  absolute  necessity  I  felt  of 
having  some  further  assistance  in  certain  administrative  work  that 
I  have  been  endeavoring  to  perform — the  work  of  systematizing  post- 
office  methods. 

The  Chairman.  How  many  such  divisions  are  there  now? 

Mr.  Hitchcock.  There  are  at  present  eight — one  more  than  we 
had  two  years  ago.  Two  men  I  have  not  assigned  to  divisions  because 
of  the  reason  just  mentioned — T  have  be>en  utilizing  them  in  sj)ecial 
work. 

The  Chairman.  Have  you  ever  given  any  thought  to  the  propriety 
or  wisdom  of  having  traveling  auaitors  who  would  audit  tlie  larger 
first-class  offices  and  check  up  their  accounts,  instead  of  leaving  that 
to  the  post-office  inspectors? 

Mr.  Hitchcock.  I  recall,  Mr.  Chairman,  that  some  time  ago  you 
made  that  suggestion  to  me;  and  I  have  given  it  a  good  deal  of 
thought  since  then,  because  I  thought  it  was  such  an  excellent  sugges- 
tion. 

The  Chairman.  What  is  the  practice  now  as  to  auditing  or  check- 
ing up  the  accounts  of  the  larger  post-offices  of  the  country? 

Mr.  Hitchcock.  The  practice  is  to  detail  post-office  inspectoi's  for 
that  work. 

The  Chairman.  For  example,  how  often  is  the  Washington  or  New 
York  office  inspected  ? 

Mr.  Hitchcock.  Those  offices  are  supposed  to  be  inspected  once  a 
year;  but  as  a  matter  of  fact  it  often  happens  that  two  years,  and 
sometimes  three,  elapse  between  the  inspectors  of  Presidential  offices. 

Mr.  Stafi'Ord.  Do  you  mean  solely  as  to  the  money  accounts  or  an 
inspection  of  the  office  generally  ? 
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Mr.  Hitchcock.  As  to  the  money  accounts  and  the  general  condi- 
tion of  the  office. 

The  Chairman.  How  many  post-office  inspectors*  are  under  use  in 
the  inspection  of  offices  of  the  first  class,  with  reference  to  their  money 
accounts  and  general  condition  ? 

Mr.  Hitchcock.  That  would  be  a  hard  question  for  me  to  answer. 
I  doubt  whether  a  direct  reply  could  be  made  to  that  question,  because 
of  the  manner  in  which  the  inspection  service  is  conducted.  The  same 
inspector  usually  examines  offices  of  several  classes.  The  detail  of 
insj)ectors  to  make  exiiniinations  of  post-offices  depends  quite  largely 
upon  the  condition  of  the  other  work  they  are  called  upon  to  per- 
form, and  especially  the  depredations  work,  which  naturally  consumes 
a  considerable  part  of  their  time. 

Mr.  Stafford.  A^^lat  work  is  performed  by  the  traveling  field 
agents  assigned  to  the  registry  division  who  are  carried  in  the  legisla- 
tive bill? 

Mr.  Hitchcock.  They  are  under  the  Third  Assistant  Post'master- 
General.  They  perform  no  duties,  so  far  as  I  am  aware,  except  those 
pertaining  to  that  special  branch  of  the  service.  As  I  understand  it, 
their  principal  duty  is  to  supervise  the  registry  service  at  large,  to 
visit  the  various  offices  where  that  service  is  conducted,  and  to  examine 
into  the  condition  of  the  rogistr^^  business  and  the  methods  of  con- 
ducting it. 

The  Chairman.  Are  not  their  duties  largely  in  the  nature  of 
instruction  to  postmasters  and  consultation  with  men  of  affairs  in 
the  different  communities  in  order  to  stimulate  the  registry  service? 

Mr.  Hitchcock.  To  some  extent  I  inmgine  that  is  their  function. 

The  Chairman.  Do  you  think  you  liave  hit  upon  the  proper  title, 
if  the  title  should  be  cluuiged? 

ilr  Hitchcock.  I  think  that  the  title  "  special  agent  ''  would 
probably  be  the  most  appro])ri!ite. 

The  Chairman,  ^yhy  do  you  think  it  ought  to  l)e  "  Division  of 
salaries  and  allowances  T' 

Mr.  Hitchcock.  I  do  not  think  it  should  be  "  Division  of  salaries 
and  allowances." 

The  Chairman.  That  is  the  recommendation  this  year  from  your 
Bureau — to  appropriate  this  money  for  the  compensation  of  ten  assi'^t- 
aiit  superintendents,  division  of  salaries  and  allowances. 

ilr.  Hitchcock.  I  think  that  must  be  an  error  if  it  reads  in  that 
way.  My  recollection  is  that  I  omitted  "'  Division  of  salaries  and 
allowances  "  and  gave  the  title  as  ''  field  agents."  I  think  the  title 
^  special  agents  "  would  be  even  better. 

The  Chairman.  On  i)age  4  of  the  estimates  for  the  postal  service 
you  will  find  that  expression  used. 

Mr.  Hitchcock.  Well,  Mr.  Chairman,  I  am  at  a  loss  to  under- 
stand that ;  l>ecause  I  have  in  my  hand  a  carbon  copy  of  the  original 
statement  of  estijnates  that  I  submitted,  and  in  that  statement  the  item 
reads  as  follows:  ''For  compensation* and  expenses  of  field  agents 
$34,(300." 

The  Chairman.  In  the  Book  of  Estimates  it  is,  "  Compensation  of 
ten  assistant  superintendents,  division  of  salaries  and  allowances," 
etc.,  and  of  course  the  bill  is  made  up  from  the  estimates  and  not  from 
anything  else. 

Mr.  Hitchcock.  The  only  way  I  can  explain  it  is  that  some  change 
was  made  after  the  statement  leift  mv  Bureau. 
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The  Chairman.  Do  you  not  think  that  whatever  those  employees 
may  be  called  they  ought  to  be  directly  under  the  First  Assistant  ? 

Mr.  Hitchcock.  Unquestionably. 

The  Chairman.  And  not  under  any  one  of  the  First  Assistant's 
subordinates? 

Mr.  Hitchcock.  Unquestionably  they  should  be  under  the  head  of 
the  Bureau ;  and  that  is  the  way  the  service  is  now  conducted.  They 
should  be  his  representatives  in  the  field.  I  see  no  reason  why  one 
division  should  control  them  any  more  than  another. 

The  Chairman.  If  the  committee  should  follow  the  language  of 
the  estimates  and  make  this  provision  for  the  division  of  salaries  and 
allowances  might  it  not  pass  the  control  over  to  the  present  chief  of 
the  division  of  salaries  and  allowances? 

Mr.  Hitchcock.  The  authority  to  decide  that  question  would  still 
rest  in  the  head  of  the  Bureau.  I  exercise  that  authority  now  and 
supervise  personally  the  w  ork  of  these  agents. 

The  CiiAiRTkJAN.  Reports  are  nuide  directly  to  you? 

Mr.  Hitchcock.  A\henever  I  require  it. 

The  Chair]man.  You  keej)  a  personal  supervision  of  the  work? 

Mr.  Hitchcock.  I  supervise  personally  that  service. 

Mr.  Stafford.  Is  the  lack  of  supervision  of  accounts  of  these  large 
post-offices,  w^hich  are  supposed  to  be  inspected  by  inspectors,  due 
solely  to  their  having  other  work  that  takes  them  away  in  the  field  ? 

Mr.  Hitchcock.  As  the  practice  seems  to  be  to  assemble  a  half 
dozen  or  more  inspectors  whenever  it  is  decided  to  make  an  examina- 
tion of  a  large  first-ckvss  office,  it  has  occurred  to  me  that  the  difficulty 
of  getting  together  that  number  of  men  at  any  given  time  may  be 
responsible  to  some  extent  for  the  delay  that  often  occurs  in  the 
examination  of  such  offices.  At  any  rate,  I  have  noticed  from  the 
records  that  pass  through  my  hands  in  connection  with  the  appoint- 
ment work,  that  frequently  at  the  largest  offices  there  is  considerable 
time  between  the  periodical  inspections. 

Mr.  STArroRD.  The  work  of  inspection  of  a  large  office  requires  an 
examination  to  be  made  by  more  than  one  person  ? 

Mr.  Hitchcock.  Usually  several  inspectors  are  detailed  to  examine 
one  of  the  large  first-class  office-?. 

The  Chairman.  Who  directs  that  examination?  When  it  is  deter- 
mined to  have  a  large  office  given  a  general  auditing  and  inspecting, 
who  issues  the  order  for  it? 

Mr.  Hitchcock.  The  inspector  in  charge  of  the  district  usually 
decides  when  a  large  city  post-office  shall  be  inspected,  unless  direc- 
tions go  to  him  from  the  Department. 

The  Chairman.  Do  you,  as  the  controlling  official  of  the  First 
Assistant's  office,  leave  it  to  the  chief  post-office  inspectors  of  the 
country  to  determine  when  and  how  the  inspections  of  tha^e  large 
first-class  offices  shall  be  made? 

Mr.  Hitchcock.  I  do  that  except  when  the  question  of  the  post- 
master's reappointment  is  involved. 

The  Chairman.  To  whom  are  the  various  reports  of  those  inspec- 
tions made — to  the  chief  post-office  inspector? 

Mr.  Hitchcock.  The  reports  are  submitted  originally  to  the  in- 
spector in  charge  of  the  district,  who  examines  them,  and,  if  he 
approves  them,  transmits  them,  with  approval,  to  the  chief  in- 
spector. The  chief  inspector  then  examines  them  in  turn,  and  trans- 
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mits  them  to  the  Bureau  of  the  DepartnM?nt  chiefly  concerned  in  the 
examination,  which  is  usually  the  Bureau  of  the  First  Assistant. 

The  Chairman.  But  you  have  no  regular  system  of  your  own 
under  the  operation  of  which  the  inspection  and  auditing  of  the 
accounts  of  the  large  post-oflices  is  done? 

Mr.  Hitchcock,  t  do  not,  because  that  work  is  not  under  my  con- 
trol. 

The  Chairman.  Whose  control  is  it  under? 

Mr.  Hitchcock.  It  is  under  the  control  of  the  chief  inspector. 

The  Chairman.  What  law  puts  it  there? 

Mr.  Hitchcock.  The  law  that  places  the  inspectors  under  him 
gives  him  authority  to  direct  their  movements. 

The  Chairman.*^  But  does  that  follow  as  to  the  inspection  and 
auditing  of  the  ordinary  financial  accounts  of  the  office,  or  is  it  with 
a  view  of  ascertainment  of  violations  of  the  law? 

Mr.  HiTCHCo(Uv.  It  has  long  been  the  practice  of  the  Department. 
WTiether  or  not  it  was  originally  intended  to  be  so,  I  do  not  know; 
but  as  a  matter  of  precedent  it  has  come  to  be  considered  the  work  of 
the  inspection  force. 

The  Chairman.  Do  you  or  do  you  not  think  that  it  would  be  either 
wise  or  proper  or  expedient  to  change  that  and  place  upon  some 
official  the  duty  of  a  systematic  inspection  and  audit  of  the  accounts 
of  the  larger  offices? 

Mr.  Hitchcock.  AVherever  the  authority  is  placed,  there  ought  to 
be  a  more  systematic  method  of  examining  post-offices  at  stated 
intervals.  It  is  one  of  the.  most  important  duties  in  the  administra- 
tion of  the  service,  it  seems  to  me. 

The  Chairman.  Do  you  know  of  any  large  business  concern  which 
has  branches  or  departments  that  have  as  loose  a  method  of  inspec- 
tion and  supervision  as  that  that  obtains  in  the  postal  service? 

Mr.  Hitchcock.  I  do  not  know  of  any ;  but  I  can  not  claim  an  inti- 
mate knowledge  of  many  business  concerns. 

The  Chairman.  Does  not  that  work  fall  sufficiently  within  your 
bureau  to  justify  you  in  making  some  sort  of  effort  to  modify  it,  or 
at  least  to  make  recommendations  to  Congress  on  the  subject?  First- 
class  post-offices  are  under  the  first  assistant,  are  they  not? 

Mr.  Hitchcock.  Yes. 

The  Chairman.  And  would  you  not  regard  them  sufficiently  within 
your  jurisdiction  to  give  some  sort  of  attention  looking  to  the  inspec- 
tion and  auditing  of  their  accounts;  or  do  you  regard  the  law  as  suffi- 
ciently lame  that  you  do  not  know  whether  you  have  authority  to  do 
that  or  not? 

Mr.  Hitchcock.  My  authority  to  request  an  inspection  is  recog- 
nized.    I  regularly  issue  letters  of  request  to  the  chief  inspector. 

The  Chairman.  When  you  make  that  request,  whom  do  you  re- 
quest? 

Mr.  Hitchcock.  I  send  a  letter  to  the  chief  inspector,  requesting 
him  to  order  an  examination  of  a  given  post-office,  but  as  I  do  not  con- 
trol the  force  that  makes  the  inspection,  I  can  not  readily  determine 
the  time  for  the  examination,  nor  can  I  regulate  the  method  of  pro- 
I'edure. 

The  Chairman.  There  was,  according  to  newspaper  reports,  a 
defalcation  in  the  accounts  of  some  official  of  the  Washington  post- 
O'ftice  a  year  or  two  ago,  I  believe  ? 
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Mr.  Hitchcock.  Yes. 

The  Chairman.  How  long  had  it  been  prior  to  the  time  of  that  dis- 
covery since  the  Washington  office  had  been  inspected  and  its  accounts 
audited  ? 

Mr.  Hitchcock.  It  had  been  about  two  years,  I  think. 

The  Chairman.  The  papers  at  the  time  said  four  years. 

Mr.  Hitchcock.  It  may  have  been  over  two.     It  was  several  years. 

The  Chairman.  What  is  the  average  period  between  inspections 
of  the  higher  offices  of  the  first  class  ? 

Mr.  Hitchcock.  I  should  say  that  the  average  period  is  between 
one  and  two  years.     It  would  be  nearer  two  years  than  one,  I  think. 

The  Chairman.  Have  you  given  the  subject  sufficient  thought  to 
be  able  to  suggest  to  the  committ(Mi  how  large  a  force,  would  be  re- 
quired to  conduct  a  proper  and  systematic  in^spection  at  regular  inter- 
vals of  the  first  fifty  offices  of  the  first  class  ? 

Mr.  Hitchcock.  AVell,  Mr.  Chairman,  if  we  had  competent  audi- 
tors who  were  qualified  to  go  into  a  large  business  establishment  like 
a  first-class  city  post-office  and  examine  its  finances  as  intelligently  as 
expert  accountants  do,  it  seems  to  me  that  the  number  of  such  experts 
would  not  have  to  be  large. 

The  Chairman.  I  ask  if  you  have  given  it  sufficient  thought  to  be 
able  to  suggest  about  how  Igrge? 

(Mr.  Hitchcock  explained  informally  that  the  average  inspection 
of  a  large  post-office  would  take  several  days.) 

The  Chairman.  You  would  not  expect  an  auditor  to  audit  the  ac- 
counts of  the  post-office  of  the  city  oi  Chicago  in  two  or  three  days, 
would  you? 

Mr.  Hitchcock.  I  am  speaking  of  the  average.  It  would  take 
much  longer  at  Chicago.  That  omce  is  a  tremendous  establishment, 
like  the  New  York  office. 

The  Chairman.  In  your  judgment,  would  five  auditors,  assuming 
them  to  be  experts,  be  able  to  audit,  on  an  average  of  once  every 
eighteen  months  or  two  years,  50  first-class  offices? 

Mr.  Hitchcock.  I  should  think  so.  They  could  audit  them  at 
least  once  a  year,  in  my  judgment. 

The  Chairman.  Could  the  five,  then,  audit  50  offices  once  a  year? 
Sometimes  all  five  of  them  would  be  at  one  office;  at  other  times,  on 
a  smaller  office,  perhaps  two  of  them. 

Mr.  Hitchcock.  There  are  fifty-two  weeks  in  a  year,  and  if  an 
auditor  examined  only  one  office  a  week  he  could  go  through  the  50 
offices  in  a  year ;  and  five  auditors 

The  Chairman.  Five  men  would  be  ample,  would  they  not  ? 

Mr.  Hitchcock.  It  seems  so  to  me. 

The  Chairman.  To  provide  annual  inspection  of  perhaps  more 
than  the  50  largest  offices? 

Mr.  Hitchcock.  It  seems  to  me  that  five  competent  men  could  do 
that  work  very  satisfactorily  in  the  year. 

The  Chairman.  Do  you  not  think  it  would  be  advisable  to  make 
some  such  provision  of  law  ? 

Mr.  Hitchcock.  Since  you  suggested  that  idea  to  me  I  have 
thought  of  it  a  good  deal,  and  I  telieve  that  it  would  be  a  desirable 
thing  to  do. 

Mr.  Stafford.  Has  the  inspection  service,  as  heretofore  conducted 
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in  the  larger  offices,  proved  deficient  in  any  particular,  or  is  the  criti- 
cism merely  because  of  its  not  having  been  done  more  frequently  ? 

Mr.  Hitchcock.  There  are  all  kinds  of  men  in  the  inspection 
service,  as  there  are  in  every  large  service.  Sometimes  we  find  that 
the  work  of  inspection  has  not  been  thoroughly  done.  It  depends  on 
the  man. 

Mr.  Stafford.  Do  you  refer  to  the  inspection  that  takes  place  of 
the  larger  offices,  or  do  you  refer  to  the  inspection  by  one  inspector  of 
some  of  the  smaller  offices? 

Mr.  Hitchcock.  It  is  true  of  both  classes  of  cases.  The  plan  sug- 
gested by  the  chairman  would  have  this  great  advantage :  The  audit- 
ing of  large  city  offices  would  always  be  performed  by  a  man  who 
was  competent  to  do  such  work.  As  it  is  now,  the  detail  of  a  given 
inspector  from  the  large  force  of  inspectors  to  examine  a  certain 
office  depends  quite  largely  upon  the  convenience  of  such  detail.  Tt 
depends  to  some  extent  upon  the  work  the  inspector  has  to  do  in 
other  directions.  Generally  the  most  available  man  is  selected,  and 
sometimas  the  most  available  man  is  not  well  qualified  to  do  that  kind 
of  work. 

Mr.  Stafford.  But  the  great  majority  of  the  inspectors  are  daily 
occupied  more  or  less  frequently  in  the  inspection  or  the  accoimts  oif 
post-offices? 

Mr.  Hitchcock.  Of  small  post-offices;  "but  that  is  an  entirely  dif- 
ferent matter. 

Mr.  Stafford.  It  is  only  a  question  of  degree,  is  it  not  ? 

Mr.  Hitchcock.  It  is  more  than  a  question  of  degree. 

The  Chairman.  It  is  like  a  bank  examiner  inspecting  a  bank  cap- 
italized at  $25,000  on  the  one  hand  and  the  National  City  Bank  on 
the  other. 

Mr.  Hitchcock.  The  operations  of  the  large  city  post-offices  are 
naturally  much  more  complicated  than  the  operations  of  the  small 
post-offices. 

Mr.  Stafford.  Is  the  system  of  bookkeeping  and  the  system  of 
keeping  accounts  the  same  in  the  large  second-class  offices  as  it  is  in 
the  largest  first-class  offices  ? 

Mr.  Hitchcock.  Mr.  Stafford,  the  system  of  keeping  accounts 
varies  throughout  the  entire  postal  service,  and  that  is  one  phase  of 
the  work  that  could,  with  great  advantage,  receive  the  attention  of 
such  men  as  the  chairman  has  in  mind. 

Mr.  Stafford.  This  matter  is  on  a  line  with  the  recommendation 
of  the  Postmaster-General,  recommending  a  commission  to  make 
an  inspection  of  the  auditor's  department  here  as  to  the  improvement 
of  methods  of  auditing? 

Mr.  Hitchcock.  Unquestionably. 

The  Chairman.  Do  you  not  think  it  would  be  a  pretty  good  idea 
if  the  entire  postal  service  were  given  a  thorough  auditing? 

Mr.  Hitchcock.  These  auditors,  devoting  all  their  time  to  the 
examination  of  accounts,  would  undoubtedly  improve  the  accounting 
system  throughout  the  service.  They  would  introduce  the  best 
methods  in  all  post-offices.  That  would  be  an  important  part  of 
their  work,  as  I  understand  it. 

Mr.  Stafford.  Should  they  be  separate  and  distinct  from  these 
assistant  superintendents  that  are  now  connected  with  the  service,  or 
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should  they  also  be  called  upon  to  discharge  such  other  detail  work 
as  the  bureau  chief  should  assign  to  them  ? 

Mr.  Hitchcock.  My  judgment  is  that  the  better  plan  would  be 
to  keep  them  separate  and  distinct;  to  assign  them  simply  to  that 
duty.  We  should  procure  men  who  are  thoroughly  competent  to 
do  that  work  because  of  having  specialized  in  it,  and  we  should  give 
them  adequate  salaries.  It  would  be  neces^ry  to  pay  them  higher 
salaries  than  you  are  now  paying  my  field  superintendents.  Expert 
accountants  can  not  be  procured  at  that  salary.  ^ 

Mr.  FiNLEY.  General,  would  you  place  them  immediately  under 
the  First  Assistant?  I  mean,  would  that  be  the  most  dfesirable 
assignment  ? 

Mr.  Hitchcock.  I  think  that  would  be  entirely  proper,  although 
the  important  thing  is  to  have  the  work  done. 

The  Chairman.  1  would  not  suggest  putting  them  under  the  chief 
post-office  inspector. 

Mr.  Stafford.  You  would  not  recommend  the  extension  of  the 
inspection  to  all  the  post-offices,  even  those  aboye  the  third  class;  but 
you  would  merely  limit  them  to  the  largest  post-offices,  where  the 
work  of  auditing  is  quite  complicated  ? 

Mr.  Hitchcock.  My  judgment  is  that  the  examination  of  the 
smaller  offices  can  be  conducted  without  any  difficulty  by  the  in- 
spectors as  at  present,  but  I  do  not  think  the  inspectors  are  qualified, 
as  a  rule,  to  go  into  the  immense  city  post-offices  and  do  the  work  oi 
expert  auditors.  Such  work  is  frequently  beyond  their  scope;  it 
is  somewhat  outside  of  their  usual  duties;  it  requires  special  training 
in  accounts. 

Mr.  Sperry.  Mr.  Hitchcock,  I  understood  you  to  say  that  you  have 
not  the  inspectors  fully  under  your  control,  because  they  are  under 
the  chief  inspector;  but  you  said  that  your  instructions  were  usually 
obeyed,  as  I  understood  you. 

Mr.  Hedge.  His  requests. 

Mr.  Sperry.  That  is,  they  follow  your  instructions,  and  visit  the 
particular  office,  and  look  into  the  operation  of  it? 

Mr.  Hitchcock.  Yes. 

Mr.  Sperry.  Now,  take  an  office  where  there  are  several  candi- 
dates. Under  your  ideas  of  running  the  Post-Office  Department,  a& 
published,  you  say  that  you  would  like  to  have  the  man  in  the  post- 
office  remain,  provided  the  inspection  is  such  as  is  agreeable  to  the  De- 
partment. You  do  not  go  so  far  as  to  say  that  the  inspectors  would 
not  obey  your  orders,  or  that  you  would  hurry  along  the  business 
before  the  inspection  was  made,  do  you? 

Mr.  Hitchcock.  If  I  understand  you  correctly,  Mr.  Sperrv,  the 
practice  is,  when  we  call  for  the  examination  of  a  certain  office,  to 
await  tlie  r^^sult  of  that  examination  before  taking  action  in  the  case. 
That  has  been  the  method  of  the  Department. 

Mr.  Sperry.  Yes;    I  had  supposed  so. 

Mr.  Hitchcock.  And  of  course  delay  frequently  occurs. 

Mr.  Sperry.  So  that,  practically,  you  have  the  appointment  or 
naming  or  sending  of  the  inspectors  to  the  post-office  where  there 
are  several  candioates? 

Mr.  Hitchcock.  Oh,  yes.     The  right  of  the  First  Assist^int  to  order 


102  POST-OFFICE   APPROPRIATION    BILL.. 

an  investigation  or  an  examination  has  never  been  questioned.  The 
inspection  service  is  supposed  to  be  at  his  command  for  that  purpose. 

Mr.  Sperry.  You  say  that  you  would  be  largely  govemea,  in  the 
instructions  that  I  have  seen  given  out,  by  what  these  inspectors 
report ;  more  so  than  what  a  Senator  or  a  Eepresentative  miffht  say  t 

Mr.  Hitchcock.  I  do  not  think  I  have  ever  been  guilty  ox  making 
that  statement.  • 

Mr.  Sperry.  If  these  inspectors  were  not  so  important  you  would 
not  wait  for  their  report ;  but  certainly  if  they  are  so  important  you 
would  wait  until  they  had  reported,  of  course? 

Mr.  Hitchcock.  That  is  the  practice;  yes,  sir. 

Mr.  Stafford.  Will  you  state  under  your  revised  estimate  the 
number  of  assistant  superintendents  that  you  think  are  necessarj' 
for  the  service? 

Mr.  Hitchcock.  It  was  my  purpose  to  recommend  that  the  num- 
ber be  increased  from  10  to  15,  for  I  believe  that  we  could  use  5 
additional  men  of  the  right  kind  during  the  coming  year  with 
great  advantage  to  the  service. 

(The  committee  thereupon  adjourned  until  to-morrow,  Thursday, 
January  10,  1907,  at  10.30  o'clock  a.  m.) 


COMMITTEE  ON    THE  POST-OFFICE  AND  POST-ROADS. 

Thursday,  January  10^  1907. 
Called  to  order  at  10.45  a.  m. 

STATEMENT   OF   HON.   FBANK   H.    HITCHCOCK,    FIBST   ASSISTANT 

POSTMASTEB-OENERAIi— Continued. 

THIRD  AND   FOURTH   CLASS  POSTMASTERS. 

Mr.  Hitchcock.  May  I  revert  to  the  question  of  advancing  post- 
masters from  the  fourth  class  to  the  third  class?  I  am  anxious  to 
make  another  brief  statement  upon  that  point,  and  the  chance  may 
not  again  present  itself. 

After  thinking  over  the  suggestion  made  yesterday  by  Mr.  Stafford, 
I  am  convinced  that  it  is  hardly  practicable.  I  think  there  is  a 
very  strong  reason  why  we  should  make  it  possible  for  the  fourth- 
class  offices  where  the  business  is  much  heavier  at  one  period  of  the 
year  than  at  another  to  advance  to  the  Presidential  class. 

The  truth  is  that  postmasters  at  such  offices  are  subject  to  a  greater 
expense  than  postmasters  who  conduct  fourth-class  offices  under  nor- 
mal conditions  where  the  business  is  about  the  same  throughout  the 
year.  .  At  summer  and  winter  resorts,  where  the  population  is  unusu- 
ally large  during  a  given  period,  the  postmasters  have  to  provide 
the  necessary  equipment  to  give  adeqifate  postal  facilities  at  the  time 
when  the  business  is  gi'eatest.  They  have  to  provide  more  spacious 
post-office  quarters  and  a  larger  number  of  delivery  boxes  than  under 
normal  conditions.  Fui-thermore,  they  have  to  handle  the  mail  in  a 
radically  different  manner  from  the  usual  method  in  fourth-class 
offices.  As  a  rule  the  population  at  summer  and  winter  resorts  is 
largely  transient,  and  consequently  the  post-office  employees  are 
obliged  to  distribute  mail  constantly  to  people  whom  they  do  not 
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know.  This  adds  to  the  difficulty  and  expense  of  the  work.  Where 
the  population  is  the  same  throughout  the  year  it  is  a  much  simpler 
matter  to  handle  the  mail. 

I  wanted  to  set  forth  these  considerations  as  showing  that  a  con- 
siderable hardship  falls  upon  postmasters  at  summer  and  winter 
resorts.  At  such  offices  the  expenses  are  greater  than  at  fourth-class 
offices  where  the  amount  of  business  varies  little  throughout  the  year. 

Mr.  Sperky:  I  would  like  to  ask  a  question  here.  Take  an  office 
which  is  not  large,  do  you  have  a  special-delivery  clerk  appointed? 
In  cases  where  this  is  not,  how  do  you  get  along  when  a  letter  comes 
in — a  special-delivery  letter?  Who  does  the  postmaster  appoint,  and 
in  wiiat  way  does  he  get  his  pay  ? 

The  Chairman.  He  usually  delivers  it  himself. 

Mr.  Hitchcock.  If  he  is  unable  to  deliver  it  himself,  he  is  obliged 
to  send  out  and  get  any  messenger  that  is  available. 

The  Chairman.  I  understand  the  law  is,  or  the  practice,  that  the 
postmaster  himself  is  permitted  to  deliver  the  letter  himself  and  take 
the  pay. 

Mr.  Sperry.  In  some  places,  where  they  have  no  regular  desig- 
nated clerk,  the  postmaster  has  to  go  out  and  call  upon  somebody 
whom  he  does  not  know,  perhaps,  to  deliver  the  letter.  In  some  cases 
they  are  obliged  to  take  a  man  who  is  not  known  and  who  might  be 
a  thief. 

The  Chairman.  Still  a  man  at  a  small  office,  to  which  I  suppose 
you  refer,  is  usually  known  in  the  conmiunity  and  known  to  the 
postmaster. 

pay  of  letter  carriers  in  first  and  second  class  offices. 

The  Chairman.  Mr.  Hitchcock,  the  committee  would  be  glad  to 
hear  from  you  relative  to  your  recommendation  affecting  the  pay  of 
letter  carriers  in  offices  of  the  first  and  second  class. 

Mr.  Hitchcock.  Mr.  Chairman,  I  have  prepared  by  way  of  sug- 
gestion a  draft  of  that  section  of  the  appropriation  bill  that  relates 
to  the  city-delivery  service,  including  the  paragraph  covering  the 
compensation  to  letter  carriers,  and  I  would  like  to  submit  the  draft 
in  order  that  it  may  go  into  the  record. 

The  Chairman.  This  is  a  letter  addressed  to  me  under  date  of 
January  10,  and  I  will  read  it,  and  then  put  it  in  the  record.   (Reads :) 

POST-OiriCE  Dkpabtment. 
First  Assistant  Postmaster-General, 

Washington,  January  10,  1901, 
Hon.  Jesse  OvERSTREprr. 

Chairman  Committee  on  the  Fost-Offlee  atnl  Pont-RoaiU. 

House  of  Reprcifcntativea. 
My  Dear  Sir:  I  transmit  herewith,  by  way  of  suggestion,  a  draft  of  the  sec- 
tion of  the  proposed  appropriation  bill  comprising  the  various  items  that  relate 
to  the  city  delivery  service. 

In  this  draft  the  original  estimate  for  compensation  to  letter  carriers  Is 
increased  by  $843,300,  making  a  total  increase  of  $2,000,000  over  the  appropria- 
tion for  the  current  fiscal  year. 

The  original  estimate  for  horse  hire  and  the  rental  and  purchase  of  vehicles 
is  increased  by  $25,000,  making  a  total  increase  of  $50,000  over  the  appropria- 
tion for  the  current  fiscal  year. 
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In  addition  to  these  two  increases  in  tlie  amounts  estimated  for,  certain 
changes  have  been  made  In  the  phraseology  of  the  appropriation. 
Very  truly,  yours, 

P.  H.  HrrcHCOCK, 
First  A88i9tant  Poatmaster-QeneroL 


For  comi)ensatlon  to  letter  carriers,  including  auxiliary,  substitute,  and  tem- 
porary carriers,  |:24,278,(J00 :  Provided,  That  not  more  than  150,000  of  this  sum 
shall  be  used  for  compensation  to  letter  carriers,  including  auxiliary,  substitute, 
and  temporary  carriers,  at  post-offices  where  city  delivery  is  established  during 
the  flacal  year  to  which  this  appropriation  applies. 

For  horse  hire  and  the  rental  and  purchase  of  vehicles,.  |775,000. 

For  car  fare  and  bicycle  allowance,  $:'>G0,(  00. 

For  cc)mi)ensation  to  22  mechanics  at  not  exceeding  $fX)0  each,  $19,800. 

For  Detroit  River  delivery  service,  at  Detroit,  Mich.,  $4,500. 

For  all  incidental  expenses  of  the  city  delivery  service,  including  freight  and 
drayage  on  etiuipment.  furniture,  and  supplies,  erecting,  painting,  and  repairing 
letter  and  package  boxes  and  posts,  repairing  clocks  and  other  equipment,  maps, 
and  miscellaneous  items,  $4r).()(:0. 

For  car  fare  for  special-delivery  messenj;ers  in  emergency*  castas,  $12,000. 

For  fees  to  special-delivery  messengers,  $1,075,000. 

The  Chairman.  Do  I  understand  from  this  letter,  Mr.  Hitchcock, 
that  the  estimate  which  appears  at  the  foot  of  page  19  of  the  skeleton 
oil  I  of  an  increase  of  $1,150,000  vou  would  now  increase  by  the  dif- 
ference between  $1,150,000  and  $2,000,000? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Is  that  on  account  of  the  scheme  of  increased  sal- 
ary recommended  in  your  classification  act? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  What  carriers  would  that  provide  increases  for 
and  in  what  amounts? 

Mr.  Hitchcock.  It  would  provide  for  promotions  of  all  carriers 
in  the  $850  p-ade  to  $1)00,  making  a  total  expense  of  $400,000.  It 
would  provide  for  the  promotion  of  3,()77  carriers  in  the  $1,000  grade 
to  $1,100. 

The  Chairman,  What  proportion  is  that  of  the  total  number  in 
that  grade? 

]Mr.  Hitchcock.  Thirtv  per  cent  of  the  entire  number,  malring  a 
total  of  $807,700;  or  a  total  for  the  two  classes  of  $767,700.  From 
this  should  be  deducted  the  saving  effected  in  promoting  carriers 
from  $800  to  $900  instead  of  from  $800  to  $1,000,  and  from  $G00  to 
$800  instead  of  from  $600  to  $850,  estimated  at  fully  $75,000— prob- 
ably between  $75,000  and  $100,000.  Estimating  this  saving  at 
$75,000,  the  net  increase  for  promotions  would  be  $692,700. 

The  Chairman.  Does  that  include  promotions  of  carriers  receiving 
$600  to  $800,  or  do  you  rerard  that  as  simply  not  a  promotion,  but 
the  ordinary  method  of  advancement? 

Mr.  HiTciKocK.  That  would  not  include  any  of  the  advancements 
under  existing  law. 

The  Chairman.  So  ihat  all  carriei-s  having  served  at  least  a  vear 
will  be  promoted  ordinarily  and  regularly  from  a  $600  to  the  ^800 
grade,  in  addition  to  this  sum  which  you  have  named? 

Mr.  Hitchcock.  The  saving  I  speak  of  would  come  from  the  faqt 
that  under  the  bill  we  would  not  promote  from  $600  to  $850  in  the 
second-class  offices,  but  merely  to  $800. 
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The  Chairman.  Then,  if  your  recommendation  for  the  classifica- 
tion of  clerks  and  carriers  should  prevail  and  become  a  law  and  this 
form  of  appropriation  which  I  have  just  read  should  be  adopted,  it 
would  result  in  this  character  of  payment:  All  carriers  who  are  ad- 
vanced from  the  $600  class  by  length  of  service  and  efiRciency  of 
record  would  still  be  advanced  regularly,  but  to  $800  instead  of  $850, 
as  the  law  now  provides. 

Mr.  Hitchcock.  In  second-class  offices. 

The  Chairman.  In  addition  to  that,  it  would  promote  all  carriers 
now  receiving  $850  to  $900,  based  upon  the  efficiency  of  record  and 
proper  length  of  service. 

Mr.  Hitchcock.  It  would. 

The  Chairman.  And  that  would  apply  both  to  first  and  second 
class  offices? 

Mr.  Hitchcock.  To  both. 

The  Chairman.  That  is,  as  to  the  first-class  offices,  30  per  cent  of 
those  receiving  $1,000  would  be  advanced,  to  $1,100. 

Mr.  Hitchcock.  There  is  an  intermediate  step.  All  those  receiv- 
ing $800  would  be  advanced  to  $900,  and  those  receiving  $900  would 
be  advanced  to  $1,000. 

The  Chairman.  All  the  $900  carriers  who  have  the  proper  lengtli 
of  service  and  efficiency  record  would  be  advanced  to  $1,000? 

Mr.  Hitchcock.  Yes,  in  first-class  offices. 

The  Chairman.  Then,  in  addition  to  that,  30  per  cent  of  those  re- 
ceiving $1,000  in  first-class  offices  would  be  advanced  to  $1,100? 

Mr.  Hitchcock.  It  would  be  possible  to  advance  30  per  cent  of 
those  carriers  to  $1,100. 

The  Chairman.  Making  a  total  for  increase  of  how  much? 

Mr.  Hitchcock.  Excluding  increases  already  provided  for,  $692,700. 

The  Chairman.  I  would  like  to  have  you  explain  that  feature  of 
your  proposed  classification  bill  that  applies  exclusively  to  carrier 
without  involving  the  clerk.  I  have  in  mind  particularly  what  ad- 
vantage you  feel  would  come  from  making  the  clerk  and  carriers  of 
similar  classes  interchangeable  in  work,  as  I  construe  that  statute  to 
authorize. 

Mr.  Hitchcock.  It  does.  Before  I  take  that  up  I  will  say,  in  order 
to  complete  my  original  statement,  that  the  remainder  of  the  $1,000,000 
increase  proposed  represents  the  amount  to  be  paid  for  substitute 
service  during  the  fiiteen  days  of  additional  vacation.  We  estimate 
that  at  the  outside  it  would  not  cost  over  $300,000  to  give  letter  car- 
riers an  additional  fifteen  days  of  annual  vacation,  making  their  an- 
nual leave  with  pay  thirty  days  instead  of  fifteen  days,  as  at  present. 

The  Chairman.  Are  there  any  Government  employees  elsewhere 
employed  than  in  the  Departments  at  Washington  receiving  over 
fifteen  days'  leave  of  absence? 

Mr.  Hitchcock.  So  far  as  I  know,  Mr.  Chairman,  there  are  no 
Government  employees  receiving  compensation  in  the  way  of  annual 
salaries  and  ranking  as  high  in  the  classified  service  as  post-office 
clerks  and  letter  carriers  who  fail  to  receive  thirty  days'  annual  leave. 

The  Chairman.  Do  the  employees  in  the  Internal  Revenue  and 
Customs  service  throughout  the  country  receive  thirty  days'  annuul 
leave  with  pay? 
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Mr.  HiTCHCX>CK.  Yes ;  so  far  as  their  status  in  the  classified  service 
is  similar  to  that  of  post-office  clerks  and  letter  carriers.  You  under- 
stand, of  course,  that  per  diem  employees  everywhere  are  on  a  differ- 
ent basis. 

The  Chairman.  Let  me  ask  you  the  question  in  a  different  way. 
What  Government  employees  who  are  receiving  annual  salaries,  and 
whose  work  is  outside  of  the  city  of  Washington,  now  receive  thirty 
days'  vacation  with  pay? 

Mr.  Hitchcock.  The  employees,  for  instance,  in  the  Immigration 
Service;  the  employees  of  the  Light-House  Establishment;  the  em- 
ployees in  the  Steamboat-Inspection  Service;  the  employees  in  the 
Marine-Hospital  Service,  and  the  employees  in  the  Customs  Service. 

The  Chairman.  All  of  them? 

Mr.  Hitchcock.  That  is  my  understanding,  Mr.  Chairman.  I 
know  about  some  of  these  other  services  because  of  my  former  con- 
nection with  the  Department  of  Commerce  and  Labor. 

The  Chairman.  What  was  the  amount  that  you  gave  which  would 
be  required  to  advance  30  per  cent  of  the  carriers  receiving  a  thou- 
sand dollars  to  the  $1,100  grade? 

Mr.  Hitchcock.  $367,7W.  That  would  be  the  maximum,  of 
course.    The  actual  expenditure  might  be  considerably  less. 

The  Chairman."  But  it  would  take  about  a  million  dollars  to 
increase  all  carriers  of  the  thousand-dollar  class  one  hundred  dollars 
each.     Is  that  correct? 

Mr.  Hitchcock.  No,  sir ;  one  million  for  all  additional  promotions 
and  vacations. 

The  Chairman.  What  amount  do  you  estimate  as  being  neces- 
sary for  the  carrier  service  in  offices  of  the  first  and  second  class, 
assuming  that  there  is  no  provision  for  any  increase  of  salary,  but 
based  exclusively  on  existing  law  ? 

Mr.  Hitchcock.  The  original  estimate  would  cover  that,  Mr. 
Chairman. 

The  Chairman.  I  assume  so,  but  it  is  not  in  the  record,  and  I 
would  like  to  have  you  state.  That  would  be  $1,156,000,  would  it 
not? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  About  5  per  cent  increase  over  the  current  law 
appropriation  ? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  I  believe  the  increase  of  that  appropriation  for 
the  current  law  over  the  previous  year  was  about  4.37  per  cent  over 
your  estimate  for  last  year. 

Mr.  IIitc  HcocK.  Yes. 

The  Chairman.  In  tlie  draft  submitted  by  you  covering  this  ap- 
propriation, do  you  suggest  any  change  of  language  which  would 
operate  as  a  change  of  law  ? 

Mr.  Hitchcock.  There  are  several  changes  of  language  that 
would  operate  as  changes  of  law. 

The  Chairman.  Pleane  point  out  where  the  differences  occur  as 
between  your  draft  and  what  the  phraseolo^^  of  the  present  law  is. 
relative  to  this  appropriation,  the  appropriation  for  compensation 
to  carriers,  and  not  involving  the  classification. 

Mr.  Hitchcock.  In  the  first  place  we  have  made  a  rather  impor- 
tant change  in  throwing  together  the  first  two  items  under  the  head 
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of  "  Free-delivery  .service  "  in  your  bill,  the  items  reading  *'  For  pay 
of  letter  carriers  in  offices  already  established,  etc.,"  and  "  For  pay 
of  letter  carriers  in  new  offices,  etc."  We  have  combined  these  two 
items  in  a  single  paragraph,  with  a  proviso  limiting  the  supi  to  be 
expended  during  the  next  fiscal  year  at  offices  where  city  delivery  is 
newly  established.  The  proviso  limits  the  appropriation  effectively, 
but  avoids  the  disadvantage  of  having  two  accounts.  Where  there 
are  two  accounts  of  this  kind  they  invariably  cause  increased  work 
and  additional  confusion  all  along'  the  line  from  the  post-office  to  the 
Department. 

The  Chairman.  Do  you,  in  this  new  draft,  so  far  as  the  appropria- 
tion for  pav  of  carriers  and  substitute  carriers  at  new  offices  are  con- 
cerned, ma&e  any  change  in  the  amount  of  your  original  estimate? 

Mr.  Hitchcock.  There  is  no  change  in  amount.  The  proviso  car- 
ries the  same  sum  that  your  second  item  carries. 

The  Chairman.  And  the  consolidation  is  reeonmiended  entirely 
for  an  improved  method  of  keeping  tlie  accounts? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  In  addition  to  that  what  changes  are  there? 

Mr.  Hitchcock.  There  is  a  general  change  in  the  phraseology  of 
the  combined  item  as  we  have  framed  it.  Tne  original  items  include 
a  number  of  descriptive  words  that  do  not  appear  to  add  anything 
to  the  scope  of  the  appropriation,  or  to  rastrict  it  in  any  way  that  can 
not  be  accomplished  by  a  simpler  form  of  expression.  In  framing 
the  new  appropriation  we  endeavored  to  adopt  the  simplest  and  most 
effective  language  possible.  I  am  confident  that  nothing  is  lost  in 
the  way  of  restriction  by  our  changes. 

The  Chairman.  By  the  omission  of  specific  reference  to  holiday, 
election,  emergency,  and  summer  and  winter  resort  service,  would  not 
the  authority  be  so  enlarged  that  temporary  and  substitute  carriers 
would  be  employed  at  any  office  and  at  any  time  rather  than  restrict- 
ing it  as  this  provision  of  law  now  restricts  it,  to  the  temporary  and 
emergency  service,  or  holiday  and  election  occasions,  and  at  summer 
and  winter  resorts? 

Mr.  Hitchcock.  The  clause  that  reads,  "  Including  auxiliary,  sub- 
stitute, and  temporary  carriers,"  covers  every  necessary  condition  of 
service. 

The  Chairman.  Exactly  so,  but  the  point  I  make  is  this:  The  law 
now  restricts  you,  does  it  not,  to  the  expenditure  of  this  appropria- 
tion for  emergency  and  temporary  service,  and  holiday,  election,  and 
for  emergency  and  temporary  service,  and  holiday,  election,  and 
emergency  oci^nsions;  and  in  addition  thereto,  for  those  occasions  at 
summer  and  winter  resorts  ? 

Mr.  Hitchcock.  But,  Mr.  Chairman,  the  holiday,  election,  and 
summer  and  winter  resort  conditions  are  all  emergency  service. 
What  is  the  distinction  between  the  so-called  emergency  service  and 
these  other  conditions? 

The  Chairman.  What  has  been  your  practice  in  the  operation  of 
this  provision  of  law?  Have  you  regarded  that  you  could  expend 
any  of  this  sum  for  any  time,  any  where? 

Mr.  Hitchcock.  Whenever  an  emergency  exists  we- are  bound  to 
expend  the  appropriation  to  meet  it ;  that  is  what  it  is  provided  for. 

The  Chairman.  So  that  in  the  construction  of  the  statute,  and  the 
operation  of  the  expenditure,  you  have  been  guided  by  determining 


108  POST-OFFICE    APPROPRIATION    BILL. 

what  the  emergency  is  rather  than  whetlier  or  not  it  is  on  a  holiday  or 
election  occasion. 

Mr.  Hitchcock.  It  is  the  need  of  the  service,  Mr.  Chairman,  and 
always  must  be. 

The  Chairman.  But  I  still  inquire  whether  or  not  you  have  in  the 
operation  of  this  law  been  at  all  concerned  wuth  holidays  or  election 
occasions  any  more  than  any  other  emergencv  occasion  ? 

Mr.  Hitchcock.  In  your  bill  there  is  no  division  of  the  appropria- 
tion into  specific  amounts  for  use  under  these  various  conditions,  and 
consecjuentlv  there  seems  to  be  no  advantage  in  putting  these  expres- 
sions into  tlie  law.  As  a  matter  of  practice  they  do  not  mean  any- 
thing in  the  actual  administration  of  the  appropriation. 

Mr.  Stafford.  Would  you  consider  a  letter  carrier's  service  at  a 
small  summer  resort,  where  the  needs  of  the  service  were  regular,  an 
emergency  service  ?    I  mean  regular  each  year. 

Mr.  Ilm  MicocK.  If  the  necessity  for  that  ciirrier's  service  grew  out 
of  unusual  conditions,  and  did  not  come  from  a  normal  growth  of 
postal  business,  I  should  certainly  sav  that  it  would  fall  under  the 
general  description  of  emergency  service. 

Mr.  Stafford.  But  the  condition  there  is  not  emergent;  it  is  usual 
each  year  when  those  conditions  arise,  and  under  the  decision  of  the 
Comptroller,  T  do  not  think  you  could  consider  those  conditions 
unusual  if  thev  would  occur  regularly  from  year  to  year,  just  like  the 
seasons,  and  tlierefore  we  provide  a  separate  clause  providing  tem- 
porary letter-carrier  service  at  those  resort  places. 

Mr.  Hitchcock.  Mr.  Stafford,  would  not  the  same  argument  apply 
also  to  holidays  and  to  election  tiniest  They  occur  with  equal 
regularity. 

Mr.  Stafford.  And  for  the  same  reason  we  provide  specific  author- 
ization for  the  employment  of  carriers  for  holiday  occasions  and  elec- 
tion occasions;  and  we  have  also  an  emergency  clause  which  I  believe 
is  more  restrictive  than  what  you  state. 

Mr.  Hitchcock.  But  under  that  general  appropriation  what  can 
be  the  effect  of  the  clause  ?    There  is  no  restriction  in  amount. 

Mr.  Stafford.  The  effect  would  be  to  authorize,  as  has  been  the 
case,  the  service  in  any  summer  or  winter  resort  wherever  the  depart- 
ment thought  there  was  need  for  it;  and  also  employ  the  additional 
letter  carriers  for  holiday  and  election  service,  and  for  those  occasions 
where  there  is  emergent  need.  Under  your  phraseology  there  would 
be  no  restriction  whatsoever,  as  I  understana  it,  but  you  could  estab- 
lish letter-carrier  service  at  any  place  wherever  the  Department 
thought  there  was  need. 

Mr.  Hitchcock.  Under  existing  law? 

Mr.  Stafford.  Under  existing  law  you  have  no  authority  to  estab- 
lish letter-carrier  service  in  any  office  where  the  receipts  do  not  exceed 
$10,000  or  the  population  does  not  exceed  10,000.  But  under  this 
authorization  you  have  the  authority  to  establish  it  at  summer  and 
winter  resorts,  even  though  the  receipts  do  not  aggregate  $10,000  for 
the  year,  though  during  one  or  two  months  the  receipts  might  be  large 
enough  to  warrant  some  special  temporary  service. 

Mr.  Hitchcock.  So  far  as  I  am  aware  the  law  ha^s  never  been  con- 
strued to  mean  that. 

Mr.  Stafford.  It  was  represented  to  the  commitee,  I  believe,  that 
we  should  provide  for  such  contingencies,  otherwise  you  would  have 
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the  authority  under  permanent  law  to  establish  letter-carrier  service 
if  the  receipts  were  $10,000  or  the  population  10,000  for  any  period 
of  the  year  you  saw  fit  and  decided  upon. 

Mr.  IIiTciicocK.  This  provision,  as  I  understand  it,  simply  carries 
authority  to  augment  the  service  at  city-delivery  offices  where  un- 
usual conditions  exist,  as  at  summer  and  winter  resorts ;  not  to  estab- 
lish city-delivery  service  at  such  resorts  before  they  become  city- 
delivery  offices  in  the  usual  way. 

Mr.  Sperry.  What  you  call  large  watering  places,  if  you  please, 
which  become  every  year  a  more  or  less  special  resort,  and  therefore 
a  special  occasion,  like  Saratoga,  Newport,  and  Niagara. 

Mr.  Hitchcock.  As  I  understand  this  provision  of  law,  the  pur- 
pose is  simply  to  meet  the  unusual  conditions  that  occur  periodically 
at  such  rasorts.  There  are  times  during  the  season  when  the  popula- 
tion is  nnich  larger  than  ordinarily  at  these  resorts,  and  if  there  is  a 
city-delivery  service  it  becomes  necessary  at  such  times  to  put  on 
additional  carriers  in  order  to  meet  the  unusual  conditions.  When 
these  unusual  conditions  occur  there  is  an  emergency  in  the  sense  of 
this  law.  It  is  certainly  an  emergency,  as  the  term  is  understood,  in 
the  postal  service. 

The  Chairman.  Will  you  please  explain  to  the  committee  the 
difference  which  you  construe  to  be,  with  reference  to  temporary  car- 
riers, substitute  carriers,  and  auxiliary  carriers,  those  being  the  three 
terms  that  you  use. 

Mr.  Hitchcock.  There  are  two  classes  of  substitute  carriers :  First, 
the  substitutes  who  serve  in  place  of  carriers  on  leave  of  absence 
without  pay.  Such  substitutes  are  paid  at  the  rate  of  compensation 
received  by  the  absent  employees. 

The  Chairman.  Not  exceeding  $800,  is  it  not? 

Mr.  Hitchcock.  In  the  case  of  clerks  it  is  limited  to  $800,  but  not 
in  the  case  of  carriers.  That  is  another  inequality  that  exists  be- 
tween these  two  services.  In  the  case  of  carriers  it  is  the  exact  salary, 
whether  it  amount  to  $600,  $800,  $850,  or  $1,000. 

Then  there  are  the  substitutes  who  serve  for  carriers  absent  on 
leave  with  pay.  These  substitutes  are  paid  at  the  rate  of  $600  a 
year,  just  as  substitutes  who  serve  for  absent  clerks  on  leave  with 
pay  are  paid  at  the  rate  of  $600  a  year. 

The  Chairman.  What  do  you  mean  by  temporary  carriers  and 
also  auxiliary  carriers? 

Mr.  Hitchcock.  The  temporary  carriers  are  employed  to  augment 
the  service.  Their  employment  has  no  relation  to  the  absence  of 
regular  carriers.  Por  example,  temporary  carriers  are  frequently 
appointed  to  meet  emergencies  like  those  I  described  to  Mr.  Sperry 
as  growing  out  of  unusual  conditions  at  summer  and  winter  resorts. 
Thev  are  employed  for  all  kinds  of  emergency  service. 

]Vfr.  Stafford.  And  the  temporary  carrier  may  either  be  on  the  act- 
ing-substitute list  or  the  eligible  list,  or  he  may  be  drawn,  if  the  needs 
of  the  service  demand,  from  without  the  classified  service. 

Mr.  Hitchcock.  He  may  be  dra>vn  from  without  the  classified  serv- 
ice if  there  ai-e  no  substitutes  and  no  eligibles  available.  The  civil- 
service  rules  restrict  such  temporary  employment  to  these  conditions. 

The  Chairman.  Will  you  now  please  explain  the  term  "  auxiliary  ?" 

Mr.  Hitchcock.  What  we  have  in  mind  by  the  term  "  auxiliary  " 
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is  a  carrier  who  may  be  employed  regularly  for  a  given  period  each 
day,  as,  for  instance,  for  two  hours  daily. 

The  Chairman.  Does  that  correspond  with  any  kind  of  employ- 
ment w^hich  is  now  conducted  in  the  service  ? 

Mr.  Hitchcock.  It  corresponds  to  the  substitute  service  to  a  cer- 
tain extent,  and  also  in  a  measure  to  the  temporary  employment  serv- 
ice, but  differs  from  both  in  that  the  auxiliary  service  we  ha  vein  mind 
is  a  steady  employment  for  a  fixed  period  daily.  For  instance,  it 
would  be  possible  under  the  plan  we  have  suggested  to  employ  at  the 
large  city  offices  auxiliary  carriers  who  could  report,  say,  at  6  o'clock 
every  morning  and  work  until  8  o'clock,  giving  two  hours'  service 
each  day.  Such  auxiliaries  could  assist  in  making  the  first  heavy 
delivery  of  the  day.  As  a  rule,  the  first  delivery  represents  the  stress 
of  the  day's  work  in  the  carrier  service. 

The  Chairman.  Is  work  of  that  particular  character  now  per- 
formed and  paid  for  under  authorization  for  temporary  carrier 
employment? 

Mr.  Hitchcock.  To  some  extent  by  temporary  employment,  but 
not  under  the  substitute  plan.  Substitutes  take  the  place  of  absent 
carriers. 

The  Chairman.  Then  you  are  getting  to-day,  so  far  as  the  ser^dce 
is  concerned,  all  of  the  service  which  would  still  be  covered  by  either 
your  substitute,  temporary,  or  auxiliary  service,  only  you  seek  to  make 
a  division  of  it? 

Mr.  Hitchcock.  Auxiliary  service  can  not  be  provided  now  in  as 
satisfactory  a  manner  as  would  be  possible  under  the  plan  we  have 
proposed. 

The  Chairman.  Are  you  to-day  authorizing  the  employment  of 
temporary  carriers  for  a  limited  time  each  day? 

Mr.  Hitchcock.  Not  as  a  rule. 

The  Chairman.  Are  you  under  the  law  authorized  to  do  it?  Why 
could  not  you  to-day  employ  a  temporary  clerk  for  two  hours  each 
day  regularly,  just  as  well  as  if  you  had  the  word  "  auxiliary " 
included  in  the  law  ? 

Mr.  Snapp.  I  think  he  said  that  was  being  done  largely  now  under 
the  term  "  substitute  "  carriers. 

The  Chairman.  Why,  then,  could  not  you  employ  substitute  car- 
riers regularly  tw^o  hours  each  day  just  as  well  as  you  could  auxiliaries 
if  you  had  the  word  "auxiliary"  included  in  the  statute?  And 
what  benefit  comes  to  the  service  itself  by  enlarging  the  number  of 
designated  positions? 

Mr.  Hitchcock.  The  auxiliary  service,  as  we  prdpose  to  organize  it, 
if  authority  is  granted,  would  carry  decided  advantages  over  the 
present  substitute  system,  and  these  advantages  I  have  set  forth  in 
some  detail  in  my  report. 

The  Chairman.  Exactly  so,  but  I  am  seeking  now  to  draw  out 
these  distinctions  which  I  am  not  sure  are  entirely  clear  in  your 
argument  in  the  report. 

Sir.  Hitchcock.  In  the  first  place,  the  auxiliary  plan  contemplates 
regular  employment  from  day  to  day  for  a  given  number  of  hours. 
The  auxiliaries  would  be  required  to  report  every  day  at  a  fixed  time 
and  work  for  a  definite  period,  receiving  compensation  at  a  given 
rate  per  hour.  The  purpose  is  to  augment  the  regular  force  durmg  a 
given  period  each  day. 
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'Mr.  Snapp.  Do  I  understand  you  to  say  that  the  plan  is  being 
pursued  now,  but  that  the  carriers  are  employed  as  substitute  carriers? 

Mr.  HiTCHC»CK.  Not  in  the  manner  proposed. 

The  Chairman.  Would  these  auxiliaries  be  taken  from  any  list  of 
eligibles  under  civil-service  examination? 

Mr.  Hitchcock.  It  would  be  necessary  to  take  them  from  the  sub- 
stitute roll  or  from  the  list  of  elimbles.  Our  plan  was  to  take  them 
as  far  as  practicable  from  the  substitute  roll. 

The  Chairman.  And  where  it  was  not  practicable,  where  would 
you  take  them  from  ? 

Mr.  Hitchcock.  From  the  eligible  list. 

Mr.  Stafford.  Would  this  auxiliary  provision  provide  a  compen- 
sation which  would  be  regular  in  amount  for  the  substitute  each 
week,  a  compensation  that  they  could  depend  upon,  and  also  be 
a  stimulus,  would  it  not,  to  those  on  the  eligible  list  to  seek  to  get 
acquainted  with  the  service  ? 

Mr.  Hitchcock.  That  is  one  of  the  great  advantages  of  the  plan. 

Mr.  Stafford.  It  is  on  a  par,  as  I  understand  it,  with  the  auxiliary 
service  that  is  required  in  the  operation  of  street  electric  railways  by 
having  the  new  men,  before  they  are  assigned  to  special  lines,  required 
to  work  for  a  few  hours  each  day,  and  thus  being  regularly  employed 
a  few  hours  each  day,  and  receiving  regular  compensation  thereafter 
until  they  get  acquainted  with  the  service. 

Mr.  Hitchcock.  It  is  the  same  in  principle  as  the  employment  you 
describe.  Every  auxiliary  could  feel  assured  that  when  he  reported 
in  the  morning  ne  would  be  employed  for  a  given  time  that  day.  He 
could  count  on  a  definite  amount  of  employment  from  day  to  day,  and 
consequently  on  a  definite  rate  of  remuneration. 

Mr.  Stafford.  Do  vou  need  authorization  for  placing  the  substi- 
tutes, or  those  on  the  eligible  list,  in  such  service  as  you  describe  under 
the  auxiliary  head  ? 

Mr.  Hitchcock.  Yes ;  we  need  the  additional  authorization. 

Mr.  Snapp.  Is  there  any  office  in  the  country  where  they  are 
employing  carriers  in  that  way  ? 

Mr.  Hitchcock.  There  are  many  offices  where  we  constantly 
emplov  substitute  carriers,  but  under  that  system  a  man  has  no  assur- 
ance that  he  will  be  employed  from  day  to  day.  The  substitute  car- 
rier never  knows  when  he  reports  in  the  morning  that  he  will  be  called 
upon  to  serve  that  day.  It  depends  entirely  upon  the  absence  of 
regular  employees.  The  auxiliary,  on  the  other  hand,  would  be 
employed  each  day  regardless  of  absences. 

Mr.  Stafford.  In  some  of  the  offices  you  are  obliged  to  distribute 
the  service  among  the  substitutes  so  as  to  provide  a  more  or  less  equit- 
able payment  to  those  on  the  substitute  list  who  are  then  in  the 
service  ? 

Mr.  Hitchcock.  That  is  a  very  common  plan.  The  daily  service 
is  distributed,  as  Mr.  Stafford  says,  among  a  number  of  substitutes; 
one  will  work  this  day  and  another  that  day,  and  no  one  has  any 
assurance  that  he  will  be  given  a  definite  amount  of  employment  from 
day  to  day.     It  is  a  precarious  employment. 

Mr.  Snapp.  Are  we  to  understand  that  there  is  no  post-office  in  the 
country  now  where  carriers  are  employed  as  you  describe  the  auxili- 
jiry  carriers  are  intended  to  be  employed? 
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Mr.  Hitchcock.  I  am  not  aware  of  an  auxiliary  carrier  service  in 
operation  at  any  office  in  exactly  the  manner  we  propose. 

Mr.  Snapp.  Well,  to  this  extent,  is  it  in  operation  in  any  office  to 
the  extent  of  having  carriers  report  regularly  at  the  same  time  or  at 
other  times  each  day. 

Mr.  Hitchcock.  It  is  a  common  practice  to  have  a  nnml)er  of  sub- 
stitutes report  resrularly  at  certain  times,  and  if  regular  employees  are 
absent  their  work  is  performed  by  such  substitutes.  But  under  that 
i^ystem  no  substitute  is  assured  that  he  will  be  steadily  employed.  He 
can  serve  only  for  a  regular  employee  who  is  absent. 

Mr.  Snapp.  ^Mio  determines  which  substitute  shall  be  employed? 

Mr.  Hitchcock.  The  postmaster  has  the  authority,  but  as  a  matter 
of  practice  the  superintendent  of  city  deliverj'^  generally  makes  the 
selection.  The  auxiliary  nlan  has  another  object,  and  that  is  to  afford 
a  training  school  for  tne  regular  service.  Auxiliaries  could  be 
appointed  with  the  understanding  that  their  probationary  periods 
should  run  from  the  time  of  their  appointment.  Under  this  plan 
they  could  complete  their  probationary  periods  while  serving  as 
auxiliaries  and  become  eligible  for  permanent  appointment. 

Mr.  Snapp.  If  this  classification  should  be  made  as  you  recom- 
mend, it  would  be  necessary  for  the  Department,  would  it  not,  to 
direct  the  postmasters  selecting  the  auxiliary  carriers  from  among 
the  substitutes  to  select  the  same  ones  to  report  at  the  same  time,  or  at 
fixed  times,  each  day  ?  If  that  is  so,  why  could  not  the  Department 
now  direct  each  postmaster  selecting  substitute  carriers  to  select  the 
same  ones  from  day  to  day. 

Mr.  Hitchcock.  That  could  be  done,  of  course 

Mr.  Snapp.  If  that  is  a  ffood  thing  to  do  why  has  not  the  Depart- 
ment done  it  in  the  past,  it  there  is  nothing  to  prevent  it? 

Mr.  Hitchcock.  That  could  be  done,  of  course,  providing  there 
was  steady  work;  but  substitutes  only  take  the  place  of  absent  em- 
ployees. I  did  not  mean  to  give  the  impression  that  the  auxiliary 
service  was  similar  to  the  substitute  service  in  that  respect.  There  is 
no  substitute  work  except  when  regular  employees  are  absent. 

Mr.  Snapp.  Do  you  mean  that  it  would  be  the  purpose  of  the 
Department  to  employ  these  auxiliary  carriers  a  certain  time  each 
day  whether  there  was  work  for  them  or  not? 

Mr.  Hitchcock.  Xo;  I  do  not  mean  that.  As  I  have  already 
stated,  the  work  is  heavier  ordinarily  during  certain  parts  of  the  day. 
The  first  delivery  of  the  day,  for  example,  is  usually  the  heaviest,  and 
if  the  regular  force  of  carriers  could  be  augmented  for  an  hour  or  so 
at  that  time,  it  would  be  possible  to  work  the  delivery  more  promptly. 
If  the  force  is  not  temporarily  augmented  at  the  time  when  the  prin- 
cipal stress  occurs,  it  will  be  necessary  to  appoint  more  regular  car- 
riers so  as  to  have  a  sufficient  number  constantly  available  to  handle 
promptly  the  heaviest  mails  of  the  day. 

Mr.  Snapp.  Is  there  no  way,  no  authority  now,  for  the  Department 
to  take  care  of  the  work  that  you  say  occurs  regularly  at  certain  tunes 
of  the  day  ? 

Mr.  Hitchcock.  There  is  no  authority  in  satisfactory  form  to 
augment  the  carrier  service  regularly  for  a  portion  of  each  day. 

Mr.  Snapp.  What  happens  to  the  service,  then;  is  the  mail  un- 
delivered ? 
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Mr.  Hitchcock.  Either  the  delivery  of  the  heaviest  mail  is  regu- 
larly delayed,  or  additional  carriers  are  appointed.  In  order  to  have 
a  sufficient  force  available  at  the  period  of  the  day  when  the  work  is 
heaviest,  the  quota  of  regular  carriers  is  sometimes  larger  than  ap- 
pears necessary  during  the  remainder  of  the  day. 

Mr.  Snapp.  I  don't  think  I  quite  understand  you.  Do  you  mean 
that  now  additional  carriers  are  being  appointed  to  take  care  of  this 
work  at  the  heaviest  period  of  the  day,  or  is  the  mail,  on  that  account, 
undelivered  and  returned  to  the  office? 

Mr.  Hitchcock.  It  is  one  thing  or  the  other.  The  postmaster 
naturally  applies  for  additional  carriei's  when  his  heaviest  delivery  is 
slow. 

The  Chairman.  If  he  gets  his  additional  carriers,  then  the  mail 
is  taken  care  of;  and  if  you  can  not  give  him  additional  carriers,  he 
can  not  deliver  the  mail  as  promptly. 

Mr.  Hitchcock.  That  is  the  point.  I  maintain  that  if  we  can  em- 
ploy regularly  these  auxiliary  carriers  for  two  hours  each  day,  it  will 
enable  us  to  make  a  prompt  delivery  of  the  heaviest  mails  without 
employing  an  equal  number  of  additional  regular  carriers  who  would 
be  on  duty  all  day.  To  a  certain  extent  auxiliaries  will  answer  the 
purpose  just  as  well  as  the  same  number  of  regular  carriers. 

iir.  SxAPP.  Bv  additional  carriers  do  you  mean  regular  carriers 
on  dutv  for  the  full  eight  hours  ? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Snapp.  Then  there  is  no  system  now  in  practice  by  which  dur- 
ing those  periods  of  heavy  work  temporary  carriers  can  be  put 
on  to  take  care  of  it  ? 

Mr.  Hitchcock.  There  is  no  system  now  by  which  that  purpose  can 
be  satisfactorily  accomplished. 

Mr.  SxAPp.  Can  it  be  done  at  all  without  additional  authority? 

Mr.  Hitchcock.  To  put  on  carriers  for  a  regular  period  of  two 
hours  daily  throughout  the  year  is  what  we  wish  to  accomplish  by 
this  auxiliary  plan. 

Mr.  Snapp.  I  understand  that. 

The  Chairman.  And  which  you  do  not  now^  feel  you  have  the 
authority  to  do. 

Mr.  IIitchcock.  We  have  no  authority  to  give  such  employees  the 
steady  employment  they  should  have  in  order  to  induce  them  to  serve. 

Mr.  Snapp.  I  unders-tand  that  you  think  you  have  not  authority 
to  do  it.  I  am  trying  to  find  out,  Mr.  Hitchcock,  whether  the  Depart- 
ment has  been  in  the  habit  of  doing  this,  either  with  or  without 
authority,  of  putting  on  men  from  day  to  day  during  the  periods  of 
heavy  work. 

Mr.  Hitchcock.  It  has  not  been  in  the  habit  of  doing' it  in  that 
manner — for  a  definite  period  each  day. 

Mr.  Snapp.  Has  it  l^een  in  the  habit  of  doing  it  in  any  manner? 

Mr.  Hitchcock.  No;  it  has  not,  so  far  as  the  cerrier  service  is 
concerned.  The  temporary  carriers  are  generally  employed  to  meet 
unusual  conditions  that  last  a  few  days;  that  is,  they  are  employed 
by  the  day  for  emergencv  service,  as  at  election  time  and  in  the  holi- 
day season.  Occasionally  they  are  employed  in  this  manner  for  a 
portion  of  a  day,  but  not  regularly. 

The  Chair3ian.  But  not  for  regular  periods  each  day? 

p  O  A  B— 07 8 
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Mr.  Hitchcock.  No;  not  for  a  definite  period  each  day.  Mr. 
Chairman, 

Mr.  Stafford.  Extending  over  the  year,  or  a  long  stated  time  ? 

Mr.  Hitchcock.  Not  in  the  manner  we  propose. 

The  Chairman.  I  want  to  ask  you  what  rule,  if  any,  there  is  in 
the  Department  relative  to  any  requirement  of  service  of  a  tetter 
carrier  for  exactly  eight  hours  a  day's  work? 

Mr.  Hitchcock.  That  matter  is  regulated  by  statute. 

The  Chairman.  I  want  to  inquire  whether  there  is  any  rule  of  the 
Department  other  than  the  statute? 

Mr.  Hitchcock.  There  is  no  rule,  so  far  as  I  know. 

The  Chairman.  Complaint  has  been  made  to  me  by  individuals 
that  oftentimes  a  letter  carrier  will  come  within  a  very  limited  dis- 
tance of  their  residences,  and  finding  by  examination  of  his  watch 
that  his  eight  hours  is  almost  up,  will  turn  back  without  taking  the 
few  additional  steps,  and  return  mail  to  the  office  for  subsequent  deliv- 
ery which  might  have  been  delivered  in  two  or  three  minutes  addi- 
tional time;  and  that  upon  complaint  being  made  they  were  informed 
that  the  Department  required  a  carrier  to  report  back  to  the  office 
within  such  a  specific  time  that  it  was  impossible  for  him  to  have 
taken  those  additional  steps  to  have  delivered  that  mail.  ^Vhat  have 
you  to  say  relative  to  any  such  rule? 

Mr.  Hitchcock.  As  I  understand  it,  that  results  from  the  construc- 
tion the  Department  places  upon  the  law. 

The  Chairman.  Do  you  not  think,  Mr.  Hitchcock,  that  the  specific 
eight-hour-a-day  law  as  applied  to  city  letter  carriers  really  works 
an  injustice  to  the  patrons  of  the  office? 

Mr.  Hitchcock.  It  frequently  works  a  great  injustice  to  the 
patrons  of  the  office. 

The  Chairman.  Would  not  a  limited  number  of  hours  for  a  full 
six-day  week  be  better  than  a  specific  eight-hour  day  ? 

Mr.  HiTCiicx)CK.  That  is  precisely  what  I  recommend  in  my  report. 

The  Chairman.  Then  if  a  carrier  happened  to  take  a  little  more 
time  and  a  few  more  steps  to  deliver  a  little  more  mail,  and  have  it 
<lelivered  properly,  if  he  should  overreach  the  eight  hours  of  that  day 
he  would  get  credit  for  it  before  the  end  of  the  week.  That  would 
work  better,  undoubtedly,  would  it  not  ? 

Mr.  Hitchcock.  I  favor  very  strongly  that  change  in  practice.  In 
the  case  you  describe,  if  it  happened  to  Be  the  last  delivery  of  the  day, 
the  letters  would  be  carried  back  to  the  post-office  and  would  not 
reach  the  addressees  until  the  following  day. 

DELIVERY  OF  ^lAH.  IN    FLATS  AND  APARTMENT   HOUSES. 

Mr.  (lOEBEL.  If  your  views  are  going  to  be  carried  out,  are  you 
going  to  rescind  this  order : 

letter  carriers  are  not  reiiulred  to  deliver  mail  to  suits  or  rooms  in  apartment 
houses.  If  l)oxes  are  not  i)i*ovided  in  front  hall  on  the  lower  floor,  an*ange- 
nient  should  be  made  with  the  janitor  or  some  responsible  persons  to  distribute 
the  mail  to  the  occupants  of  the  building. 

What  was  the  reason  for  that  rule,  Mr.  Hitchcock? 
Mr.  Hitchcock.  The  reason  for  that  rule,  as  I  understand  it,  is 
#Kis'  If  the  carriers  are  required  to  make  such  deliveries  throughout 
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the  city  it  will  be  impossible  for  us  to  conduct  the  <crvice  with  the 
})reseiit  force. 

The  Chairman.  On  account  of  the  large  amount  (if  time  that  the 
carrier  would  consume  in  visiting  each  room  in  an  apiirtment  house? 

Mr.  Hitchcock.  Precisely  that. 

Mr.  (toebel.  Then  the  question  arises  as  to  whether  the  force  ought 
not  to  he  increased. 

Mr.  HiT(  HCOCK.  The  Department  could  make  such  deliveries  if  we 
had  a  sufficient  number  or  men;  but  in  my  judgment  it  would  be 
unwise  to  adopt  the  plan.  It  would  seem  to  be  far  more  important 
for  us  to  extend  the  city  delivery  service  in  other  directions  than  to 
make  deliveries  from  room  to  room  in  apartment  houses. 

Mr.  GoEBEL.  Why,  Mr.  Hitchcock?  The  person  is  entitled  to  his 
mail.  Now,  so  why  should  there  be  a  distinction  between  those  who 
live  in  flat  buildings  and  those  who  do  not  live  in  flat  buildings? 

Mr.  Hitchcock.  Under  the  city  delivery  system  a  man  is  entitled 
to  his  mail  at  the  street  door. 

The  Chairman.  That  is  the  rule  upon  which  the  letter-carrier 
service  is  established.  It  is  a  house  delivery  and  not  an  individual 
delivery. 

Mr.  Hitchcock.  It  is  a  delivery  from  house  to  house;  the  mail  is 
delivered  at  the  doors  of  residences. 

Mr.  GoBEL.  AVhy  not  then  apply  that  with  reference  to  offices  in 
large  buildings?  Our  letter  carriers  begin  at  the  top  of  those  build- 
ings and  go  down.    ^\Tiy  do  you  make  a  distinction  there? 

Mr.  Hitchcock.  Yes,  that  is  the  practice. 

Mr.  GoEBEL.  That  is  being  done;  that  is  the  rule,  i^  it  not  ? 

Mr.  Hitchcock.  It  is  a  question  whether  that  was  originally  con- 
templated by  the  law,  but  the  practice  now  prevails. 

The  Chairman.  Is  not  that  based  upon  the  theory  that  business 
mail  is  more  important  than  social  mail  ? 

Mr.  Hitchcock.  That  is  undoubtedly  the  reason. 

Mr.  Stafford.  Even  in  some  business  houses,  where  tliere  is  a  much 
heavier  mail,  there  is  a  rule  which  restricts  a  carrier  from  going  up 
beyond  a  certain  number  of  stories. 

Mr.  Hitchcock.  Yes;  in  such  cases  business  men  U'-ually  provide 
boxes  on  the  lower  floor. 

Mr.  GoEBEL.  Why  should  the  Department  discriminate  between 
business  and  private  mail;  what  does  the  Department  know  as  to 
w^iether  it  is  important  or  not?  Is  it  not  the  theory  that  the  Post- 
Office  Department  is  to  deliver  your  mail  ? 

The  Chairman.  Judge  Goebel,  do  you  think  it  would  be  the  prov- 
ince of  the  Government  to  deliver  mail  to  my  library  in  my  residence 
instead  of  to  a  servant  at  the  door? 

Mr.  GoEBEL.  If  they  deliver  to  a  servant  it  is  delivered.  In  this 
case  you  make  no  delivery  to  anybody.  They  put  it  on  the  first  floor, 
or  deliver  it  to  a  janitor,  or  anybody  who  takes  charge  of  it. 

Mr.  Snapp.  That  is  so  in  the  rural  service. 

Mr.  GoEBEL.  But  they  furnish  boxes. 

The  Chairman.  The  Government  does  not  furnish  boxes  in  the 
rural  service.*  Let  the  occupant  of  the  flat  furnish  the  boxes. 

Mr.  GoEBEL.  But  w^hy  do  you  make  a  distinction  l>etween  those  liv- 
ing-in  flat  buildings  and  other  persons? 


116  POST-OFFICE   APPROPRIATION   BILL. 

Mr.  Hitchcock.  It  is  because  of  the  reason  the  chairman  gave — 
namely,  that  the  mail  addressed  to  offices  of  that  character  is  usually 
more  important  than  the  mail  addressed  to  residences. 

Mr.  GoEBFx.  Is  it  more  important  to  a  business  man  than  it  is  to 
me  as  an  individual?  ^Miy  do  you  determine  the  importance  of  the 
mail  ? 

Mr.  niT(  iicocK.  I  should  say  that  business  mail  is  usually  more 
important  than  the  mail  that  goes  to  residences. 

Mr.  Snapp.  And  more  likelv  to  b?  received  regularlv  in  large  quan- 
tities. 

Mr.  GoEBEL.  That  is  assuming  that  it  is  of  importance.  But  it  is 
not  for  the  Department  to  determine  whether  a  particular  letter 
Is  of  importance  or  not ;  it  is  for  the  Department  to  deliver  that 
letter.    Ihe  delivery  does  not  depend  upon  the  importance  of  it. 

Mr.  SxAPP.  Do  you  not  think  that  business  mail  is,  on  the  whole, 
much  more  important  than  the  mail  that  goes  to  residences? 

Mr.  (toebei..  I  would  not  concede  that.  When  a  letter  is  addressed 
to  me  with  a  iJ-cent  stamp  upon  it,  I  am  entitled  to  the  delivery  of  that 
letter.  • 

Mr.  FiXLEv.  The  number  of  deliveries  each  day,  I  think,  settles  the 
propriety  of  the  practice  that  business  mail  is  more  important  than 
personal  mail. 

Mr.  GoEBEL.  Not  more  important ;  it  is  because  you  have  the  mail 
to  deliver. 

The  Chairman^  ^^T^y  should  not  the  Government  authorize  the 
carrier  having  a  letter  addressed  to  an  individual  in  Cincinnati  to 
keep  on  going  until  he  finds  him  and  deliver  it  to  him  in  person  ? 

Mr.  GoEBEL.  If  the  letter  is  addressed  to  me  at  Cincinnati,  it  should 
be  delivered  at  Cincinnati,  and  that  is  all  they  are  expected  to  do. 
They  do  not  follow  me  up.  But,  in  apartment  liouses,  four,  five,  six, 
or  seven  stories  high,  the  people  are  not  getting  their  mail. 

The  Chairman.  Perhaps  they  have  no  elevators. 

Mr.  GoEBEL.  What  I  am  trying  to  get  at  is  why  do  you  make,  Mr. 
Hitchcock,  a  distinction  between  that  kind  of  mail  and  the  mail  that 
goes  into  office  buildings? 

Mr.  Hitchcock.  The  public  demand  usually  settles  such  questions. 
There  has  been  a  very  urgent  demand  for  deliveries  to  business  offices, 
a  much  more  insistent  demand  than  w^e  have  had  from  the  inhabi- 
tants of  apartment  houses,  and  the  Department  has  yielded  to  the 
stronger  demand. 

Mr.  Snapp.  Allow  me  to  say  that  an  office  building  in  Chicago, 
the  Monadnock  Building,  has  a  post-office  with  carriers,  who  deliver 
mail  only  in  that  building;  a  large  office  with  a  number  of  carriers. 
Would  you  say,  Mr.  Goebel,  that  that  service  ought  to  be  stopped 
unless  a  like  service  can  be  extended  to  flat  buildings  and  apartment 
houses  ? 

Mr.  Goebel.  No ;  I  am  simply  saying  that  the  Department  has  no 
ri^ht  to  make  a  distinction  oetween  a  flat  building  and  an  office 
building. 

Mr.  Snapp.  Would  you  say  that  a  service  like  this  in  the  office 
building  I  have  descriBed,  where  the  business  was  tremendous,  ought 
to  be  discontinued  unless  like  service  can  be  extended  to  flats  and 
apartment  buildings? 
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Mr.  GoEBEL.  I  say  this,  that  when  a  letter  is  addressed  to  an  indi- 
vidual at  the  proper  address  that  that  letter  ought  to  be  delivered  to 
him  and  not  delivered  to  someone  else.  I  do  not  want  to  scare  you, 
but  here  is  a  petition  on  that  subject  complaining  bitterly  of  this 
order;  and  what  I  was  trying  to  get  at,  and  what  I  want  to  know  is, 
whether  that  was  the  true  reason,  that  you  did  not  have  enough  car- 
riers. Is  not  that  the  real  reason  for  it,  and  that  it  would  take  up  too 
much  time? 

Mr.  Hitchcock.  That  is  the  reason  why  it  m  now  impracticable. 

Mr.  GoEBEL..  That  was  the  reason  why  it  could  not  be  carried  out. 

Mr.  Hitchcock.  It  would  be  impossible  to  do  it  with  our  present 
force. 

The  Chairman.  Would  it  be  impossible  to  do  it  with  a  25  per  cent 
increase  of  force — that  is,  a  25  per  cent  increase  in  force  of  cities  of 
the  first  class,  or  even  a  50  per  cent  increase  ^ 

Mr.  Hitchcock.  I  should  think  it  would  take  at  least  a  25  per  cent 
increase. 

The  Chairman.  So  that  it  would  be  wholly  impracticable  without 
almost  doubling  the  force  in  some  cities,  would  it  not? 

Mr.  Hitchcock.  It  would  require  a  large  increase  in  the  force,  and 
therefore  would  naturally  interfere  with  the  extension  of  city  delivery 
service  in  other  directions  where  it  is  more  needed,  as  in  urban  dis- 
tricts wliere  people  do  not  have  free  delivery  at  present.  The  occu- 
pants of  apartment  houses  can  readily  arrange  with  the  janitors  to 
carry  their  letters  up  to  them,  or  they  can  have  them  ])laced  in  boxes 
on  the  lower  floor  within  easy  reach  by  elevator.  To  pe()i)le  who 
live  in  the  outskirts  of  the  city  and  would  otherwise  have  to  walk  a 
considerable  distance  in  order  to  get  their  mail,  a  delivery  service  is 
more  (essential.  It  is  to  such  people  that  the  city  delivery  ser\ace 
should  be  first  extended. 

Mr.  Snapp.  Am  I  wrong  in  understanding  that  it  is  in  the  discre- 
tion of  the  postmaster — that  if  he  has  force  enough  he  can  have  his 
carriers  deliver  this  mail?  I  have  been  told  by  a  postmaster  in  a 
large  city  within  a  day  or  two  that  it  is  the  practice  in  his  office  to 
try  and  make  one  such  delivery  during  the  day,  but  that  other 
deliveries  have  to  be  generally  made  at  the  door. 

Mr.  Ctoebel.  Please  let  me  ask  you  this.  Take,  for  instance,  a  flat 
building  that  has  50  apartments  and  50  families  living  in  it.  If  each 
family  lived  in  a  separate  house  the  letter  carrier  would  have  to 
deliver  at  50  different  doors,  would  he  not,  and  he  would  have  to  go 
a  great  distance  in  making  that  delivery.  Would  he  not  really  save 
time  by  delivering  that  to  the  50  families  living  in  one  house? 

Mr.  Hitchcock.  Yes;  but  the  people  residing  in  the  50  houses 
would  have  to  walk  a  considerable  distance  in  orcler  to  get  their  mail 
if  the  carrier  did  not  make  the  delivery  to  them,  whereas  in  the  case 
of  the  apartment  house  the  mail  is  brought  within  convenient  range. 

Mr.  GoEBEL.  But  you  do  not  answer  my  question.  Would  not  the 
letter  carrier  save  time  by  delivering  the  mail  at  each  door  in  the  one 
building  than  if  he  had  to  take  that  to  the  doors  of  50  separate 
houses? 

Mr.  Hitchcock.  It  would  depend  upon  the  nature  of  the  house'-;. 
If  they  are  side  by  side,  as  is  usually  the  case  in  New  York  City,  so 
that  the  carrier  simply  steps  from  one  door  to  another,  it  might  bi» 
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just  as  easy  for  him  to  make  the  delivery  on  the  street  as  to  proceeil 
from  floor  to  floor  in  the  apartment  building. 

Mr.  GoEBEL.  Then  the  question  of  time  cuts  no  figure — that  is  what 
T  am  saying.  Therefore  I  ask  you  why  is  it  now  that  these  people 
are  not  entitled  to  delivery  ? 

Mr.  IIiTciinK  K.  I  do  not  mean  to  say  that  "the  question  of  time 
cuts  no  figure."  The  carrier  now  delivers  all  the  mail  at  the  door  of 
the  apartuient  house,  and  that  naturally  saves  time. 

Mr.  (ioEBEL.  Ye>.  for  50  families  at  the  door,  then  goes  away. 
Now  the  occupants  of  these  houses  come  down  and  get  their  mail 
from  the  janitor  or  to  whoever  the  carrier  delivers  the  mail. 

Mr.  Hitchcock.  They  usually  have  boxes. 

Mr.  (toebel.  Now,  then,  he  gets  rid  of  50  families  in  that  way. 
If  he  had  to  distribute  that  along  the  streets  to  50  families  would  it 
not  take  a  loij<r<*i*  time  than  if  he  had  to  deliver  it  to  each  family  in 
a  building? 

Mr.  IIiTciKocK.  I  think  that  ordinarily  it  would  take  a  longer 
time. 

Mr.  (lOrnuiL.  Then  the  question  of  time  does  not  enter  into  this 
proposition  at  all  ? 

Mr.  HiTCH(()f  K.  Your  comparison  is  between  a  single  delivery  for 
50  families  hi  an  apartment  house  and  a  delivery  to  50  families 
living  in  separate  houses.  Of  course  there  would  be  a  considerable 
difference  in  the  time  recpiired. 

Mr.  Goebel.  You  nuist  have  a  reason  for  the  rule,  and  I  was  trying 
to  get  at  your  reuMHis  for  that  rule. 

Mr.  IIiTc  HcocK.  The  reason  for  the  rule  is  that  we  are  unable  to 
make  sii(»h  deliveries  in  all  a])artment  houses  throughout  the  citie.^ 
having  fn^e  delivery,  and  in  order  to  administer  the  service  with  fair- 
ness it  seemed  bo>t  to  prohibit  altogether  that  form  of  delivery.  It 
did  not  seem  wi>e  to  discriminate  in  favor  of  one  apartment  house  "is 
against  ar.other. 

Mr.  (toebel.  Of  course,  that  applies  to  all  apartment  houses;  there 
is  no  discrimination  Ix^tween  the  houses;  that  is  not  what  they 
are  complaining  about.  What  they  are  complaining  about  is  that 
they  are  not  having  the  delivery. 

Mr.  line  H(()(  K.  With  the  present  carrier  force  it  would  be  quite 
impossible,  for  instance,  to  make  such  deliveries  in  all  apartment 
houses  throughout  the  city  of  Cincinnati. 

The  Chairman.  If  I  understand,  Mr.  Hitchcock,  whether  it  is 
practicable  or  imjn'acticable,  whether  it  is  wise  or  unwise,  it  is  wholly 
impossible  to  do  it  with  your  present  force. 

Mr.  IIiTCH(<)CK.  There  is  no  question  about  that. 

Mr..  GoEBEL.  Suppose  there  were  no  flat  buildings,  and  you  were 
obliged  to  di>tribute  it  to  50  separate  houses, 

Mr.  IIiTciK ocK.  In  that  case,  I  should  say  that  the  deliver}^  ought 
to  be  made. 

Mr.  Goebel.  Then  you  would  have  the  time? 

Mr.  Urn  ik  .u  k.  If  we  did  not  make  delivery  to  the  50  houses 
the  residents  would  have  to  walk  some  distance  to  a  post-office,  or 
to  the  nearest  postal  station.  But  in  the  case  of  the  apartment  house, 
deliven-  is  made  at  the  street  entrance  within  easy  reach  of  he  occu- 
pants. 
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Mr.  GoEBEL.  But  let  us  confine  ourselves  now  to  the  city  of  Cin- 
cinnati. Let  us  suppose  that  there  are  no  flat  buildings,  and  that 
this  mail  would  have  to  be  delivered  to  50  separate  houses.  Then 
the  question  of  time,  whether  it  was  expedient,  or  whether  it  was 
wise,  or  any  other  consideration  would  not  enter  into  it,  because  you 
would  make  the  delivery. 

Mr.  HiTCHCx)CK.  Of  course  we  should  be  obliged  to  make  the 
delivery  to  the  houses. 

The  Chairman.  You  would  not  be  obliged  to  make  such  deliveries 
unless  you  had  the  force.  After  all,  the  practical  side  of  it  is  based 
upon  the  number  of  carriers  which  you  are  given  hj  authority  of 
Cfongress.  If  Congress  doubled  your  force  and  directed  you  to 
employ  all  of  them,  you  would  try  to  find  work  for  them. 

Mr.  Hitchcock.  That  is  the  condition  that  controls. 

The  Chairman.  And  with  the  force  you  have  you  try  to  serve  the 
largest  number  within  proper  limitations  of  time. 

Mr.  Hitchcock.  That  is  our  policy. 

The  Chairman.  It  seems  to  me  that  is  a  good  enough  reason  for 
the  rule  under  existing  authority  of  Congress. 

resignations  of  letter  carriers. 

Now,  I  would  like  to  ask  you  about  the  resignations  of  carriers 
during  the  past  year. 

Mr.  Hitchcock.  On  page  9  of  my  report  I  refer  to  the  numerous 
resignations  that  have  been  occurring  and  present  some  statistics  on 
the  subject. 

The  Chairman.  Please  stat«  them  briefly,  so  that  they  may  be  in 
the  record. 

Mr.  Hitchcock.  At  offices  of  the  first  and  second  classes  having 
city  delivery,  there  were  in  round  numbers  23,000  letter  carriers  in 
the  last  fiscal  year,  and  of  these  601  resigned,  or  2.6  per  cent. 

The  Chairman.  AVhat  were  the  general  reasons  for  the  resigna- 
tions that  came  to  your  notice  ? 

Mr.  Hitchcock.  The  general  cause  of  resignations  was  inadequate 
compensation 

The  Chairman.  How  do  you  arrive  at  that  cause? 

ilr.  Hitchcock.  Or  the  ability  of  employees  to  obtain  higher  com- 
pensation in  other  lines  of  employment. 

The  Chairman.  AVhat  is  j^our  source  of  information? 

Mr.  Hitchcock.  I  arrive  at  that  conclusion  as  the  result  of  a  statis- 
tical inquiry  addressed  to  all  first  and  second  class  offices.  I  sent  a 
circular  to  the  postmasters  asking  them  to  give  the  number  of  resig- 
nation for  both  clerks  and  carriers,  with  the  grades  from  which  the 
employees  resigned,  and  to  state  how  many  of  the  resignations  oc- 
curred because  of  inadequate  compensation.  Some  of  the  replies,  as 
was  natural,  proved  to  be  a  trifle  ambiguous,  and  consequently  I  was 
unable  to  make  up  a  statistical  statement  showing  the  exact  number 
of  emplovees  resigning  to  obtain  better  pay.  But  the  inquiry  showed 
very  plainly  that  the  principal  portion  of  the  resignations  had  been 
due  to  the  question  of  compensation. 

The  Chairman.  Were  these  resignations  during  the  fiscal  year  gen- 
eral, or  was  there  a  greater  number  in  some  sections  of  the  country? 
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Mr.  Hitchcock.  The  resignations  of  carriers  were  distributed 
pretty  generally,  although  I  think  there  were  proportionately  more 
on  the  Pacific  coast  than  in  any  other  section  of  the  country. 

The  Chairman.  Did  the  per  cent  of  2.6  apply  about  equally  as  to 
resiffiuitions  from  second-class  offices,  and  also  from  first? 

Air.  Hitchcock.  I  think  that  there  may  have  been  more  resignations 
from  second-class  officas  proportionately  than  from  first-class  offices, 
but  that  could  be  explained  by  the  lower  maximum  compensation  at 
second-class  offices,  or  rather  at  offices  in  cities  of  less  than  75,000 
population. 

The  Chairman.  Have  you  any  statistics  concerning  such  resig- 
nations of  carriers  during  the  quarter  ending  last  September  30? 

Mr.  Hitchcock.  During  that  quarter  205  carriers  resigned,  or  3.5 
per  cent. 

The  Chairman.  Your  report,  I  believe,  includes  the  four  months — 
the  full  quarter,  and  including  October.  If  it  included  the  month 
of  October,  in  addition  to  the  full  quarter,  your  statistics  are  based 
upon  four  months? 

Mr.  Hitchcock.  No;  the  annual  rate  for  the  quarter  was  3.5  per 
cent,  while  the  annual  rate  for  the  month  of  October  was  4.1  per  cent, 
showing  a  rapid  increase. 

The  Chairman.  Were  the  causes  for  such  resignations  generally 
similar  to  the  causes  for  the  fiscal  year  1006? 

Mr.  Hitchcock.  The  same  cause  was  given  as  a  rule. 

The  Chairman.  In  this  connection  I  will  be  glad  if  you  will  give 
any  similar  statistics  which  you  may  have  relative  to  resignation  of 
clerks  in  offices  of  the  first  and  second  class. 

Mr.  Hitchcock.  During  the  last  fiscal  year  12  per  cent  of  the  clerks 
in  the  grades  ranging  from  $000  to  $1,000  in  first  and  second  class 
offices  resigned,  or  '2,340  out  of  about  20,000  clerks.  During  the 
quarter  ended  September  30,  929  clerks  resigned,  and  during  the 
month  of  October  350  clerks  resigned.  The  annual  rate  of  resigna- 
tions for  the  quarter  was  19  per  cent,  and  during  the  month  of  Octo- 
ber 21  per  cent. 

The  Chair.man.  AMiat  do  you  mean  by  the  annual  rate;  do  you 
mean  the  per  cent  of  resignation  for  that  particular  period  of  time? 

Mr.  Hitchcock.  I  mean  that  if  proportionately  the  same  number 
of  resignations  had  occurred  throughout  the  entire  year  that  per- 
centage of  the  total  would  have  resigned.  I  have  to  use  the  annual 
rate  in  order  to  make  the  comparison,  the  periods  being  of  unequal 
lengths. 

The  Chairman.  Were  the  resignations  from  either  class,  first  or 
second  class  offices,  greater  in  proportion  than  the  average  per  cent 
of  resignations — that  is  to  say,  was  there  a  greater  proportion  of 
resignations  from  the  second  class  as  against  the  first  class,  or  a  great 
proportion  in  the  first-class  offices? 

Mr.  Hitchcock.  I  do  not  think  that  there  was  much  difference 
in  the  proportion. 

The  Chair31an.  Was  there  any  greater  proportional  number  of 
employees  resigned  from  one  section  of  the  countrv  more  than  another, 
or  was  this  per  cent  rather  general  throughout  tfie  country  ? 

Mr.  Hitchcock.  Resignations  have  been  pretty  general  throughout 
the  country.    I  recall  tnis  fact,  however,  that  on  the  Pacific  coast 
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more  high-salaried  clerks  appeared  to  be  resigning  than  in  the 
Eastern  cities. 

The  CHAiiaiAN.  Do  you  mean  salaries  of  clerks  under  $1,600  or 
above  $1,300? 

Mr.  HrrcHCOCK.  Ranging  up  to  $1,000  and  $1,200. 

AUXILIARY  LETTER-CARRIER  SERVICE  AGAIN. 

Mr.  Stafford.  To  provide  for  what  you  consider  the  necessarj' 
authorization  to  estabhsh  the  so-called  "  auxiliary  "  service,  would  the 
insertion  of  the  word  "  auxiliary  "  in  the  phraseolo^  embodied  in 
your  proposed  amendment  be  construed  by  your  Department  as 
authorizing  that  kind  of  service? 

Mr.  HiTCTico^K.  Do  you  refer  to  the  appropriation  bill  or  to  the 
proposed  classification  l)ill  ? 

Mr.  Stafford.  The  appropriation  bill. 

Mr.  Hitchcock.  In  that  oill  we  provide  for  it  in  the  clause  that 
reads,  "  including  auxiliary,  substitute,  and  temporary  carriers.'' 

Mr.  Stafford.  I  asked  it  you  consider  that  sufficient  authorization, 
if  we  included  that  word,  to  warrant  you  in  establisting  the  service 
along  the  lines  you  suggested,  or  woula  some  kind  of  special  author- 
ization be  needed. 

Mr.  Hitchcock.  In  order  to  develop  that  service  as  we  desire,  we 
should  require  also  the  authorization  that  would  be  granted  by  the 
proposed  classification  bill. 

horse-hire  allowance  and  rental  and  purchase  of  vehicles. 

The  Chairman.  In  the  item  appropriating  for  horse-hire  allowance 
you  ask  for  an  increase  of  $25,000,  or  3.44  per  cent.  Is  that  increase 
due  entirely  to  probable  increase  in  the  service,  or  for  the  purpose  of 
a  larger  allowance  for  horse  hire  ? 

Mr.  Hitchcock.  It  is  due  largel^r  to  the  Department's  plan  of 
developing  automobfie-coUection  service. 

The  Chairman.  Is  that  what  you  mean  by  the  additional  words : 
"And  the  rental  and  purchase  of  vehicles?" 

Mr.  Hitchcock.  That  clause  is  intended  to  cover  the  automobile 
service. 

The  Chairman.  If  the  committee  should  not  add  the  authority  for 
rental  and  purchase  of  vehicles,  how  much  less  than  the  $25,000 
increase  would  be  necessary  ? 

Mr.  Hitchcock.  We  feel  that  the  $35,000  increase  would  be  neces- 
sary in  order  to  enable  us  to  carry  out  our  plans,  whether  you  add 
that  wording  or  not. 

The  Chairman.  I  understood  you  to  say  in  answer  to  my  question 
as  to  the  necessity  for  the  increase,  that  it  was  largely  to  carry  out 
your  plans.    Now,  I  want  to  know  how  much  less 

Mr.  Hitchcock.  I  see  that  I  misunderstood  you.  We  believe  that  we 
have  the  authority  under  the  original  wording  of  the  item  and  there- 
fore we  could  use  the  $25,000  increase  whether  or  not  you  insert  the 
new  clause. 

The  Chairman.  Have  you  made  any  rental  or  purchase  of  vehicles 
during  the  present  year? 

Mr.  Hitchcock.  We  have  rented  motor  vehicles  under  that  appro 
priation. 
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The  Chairman.  \Miat  character  of  vehicles? 

Mr.  Hitchcock.  Automobile-collection  vehicks. 

The  Chairman.  Out  of  what  fund  would  that  rent  be  paid? 

Mr.  Hitchcock.  Out  of  what  is  called,  "  Horse-hire  allowance." 

The  Chairman.  That  is  what  you  mean  by  the  statute  to  which  you 
referred  as  giving  you  authority. 

Mr.  Hitchcock.  After  careful  consideration,  we  decided  that  the 
original  appropriation  was  broad  enough  to  warrant  such  expendi- 
tures, but  nevertheless  we  believe  it  would  be  better  to  insert  that 
additional  clause,  making  the  authority  more  speciiSc. 

The  Chairman.  To  make  clear  the  authorityi 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  So  that  your  need  for  the  $25,000  is  not  based 
exclusively  on  the  rental  of  automobiles. 

Mr.  Hitchcock.  It  is  based  chiefly  on  our  desire  to  rent  automo- 
biles. 

The  Chairman.  If  the  committee  should  determine  that  that  char- 
acter of  service  is  unwise  and  so  limit  the  phraseology  that  you  could 
not  rent  automobiles,  then  do  I  understand  that  the  $t25,000  would  be 
ample  for  the  horse-hire  allowance  ? 

Mr.  Hitchcock.  In  that  event  I  think  the  appropriation  should  be 
increased  by  about  $10,000.  I  think  the  original  estimate  is  a  trifle 
too  low. 

The  Chairman.  Then  will  you  explain  to  the  committee  what 
advantages  there  are  to  service,  and  wnat  economies  if  any  may  be 
practiced,  by  the  use  of  automobiles  in  the  collection  and  distribution 
of  city  mail. 

Mr.  Hitchcock.  The  great  advantage,  of  coui'se,  is  the  speed  with 
which  collections  can  be  made. 

The  Chairman.  Do  you  find  any  economy  in  the  discontinuance  of 
horse-hire  allowance  where  a  larger  territory  is  covered  by  the 
automobiles? 

Mr.  Hitchcock.  I  was  about  to  say  also  that  economy  results  from 
the  discontinuance  of  horse-hire  allowance. 

The  Chairman.  How  many  territories  covered  by  the  usual  horse 
hire  allowance  can  be  covered  by  an  automobile  allowance? 

Mr.  Hitchcock.  We  believe  that  an  automobile  properly  con- 
stri|cted  for  that  kind  of  service  will  replace  about  three  ordinary 
collection  carts. 

The  Chairman.  What  is  the  allowance  for  an  ordinary  collection 
cart  i 

Mr.  Hitchcock.   In  Baltimore  Ave  were  paying  $450. 

The  Chairman.  For  each  cart? 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  Would  the  automobile  allowance  at  Baltimore  be 
less  or  more  than  three  allowances  for  collection  carts  of  the  ordinary 
character  ? 

Mr.  Hitchcock.  The  amount  of  rental  we  pay  for  the  two  auto- 
mobiles in  Baltimore  is  $1,800  each. 

The  Chairman.  And  three  allowances  of  $460  each  would  be 
$1,350. 

Mr.  Hitchcock.  Yes,  sir;  but  you  must  remember  that  with  the 
automobile  only  one  carrier  is  needed,  whereas  with  the  three  carts 
we  require  three  carriers. 
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The  CiiAiRMAX.  Then  there  would  be  two  carriers  discontinued. 

Mr.  HiTC  HcocK.  Yes,  sir.    We  save  two  carriers. 

The  Chj?  IRMAN.  At  what  compensation? 

Mr.  Hitchcock.  The  compensation  in  Baltimore  would  ransfe 
from  $600  to  $1,000— $800  could  be  taken  as  an  average. 

The  Chairt^ian.  Then  one  automobile  at  the  rate  of  $1,800  a  year 
ivould  displace  three  ordinary  collection  carts  and  two  carriers? 

ilr.  Hitchcock.  Yes,  sir. 

The  Ciiair3ian.  Which  would  result  in  a  saving  of  from  two  to 
five  hundred  dollars;  would  it  not? 

Mr.  Hitchcock.  I  figure  out  a  saving  of  about  $1,105  on  that  basis 

The  Chairman.  And  result  in  more  efficient  service  and  more  fre- 
quent service. 

Mr.  Hitchcock.  Unquestionably  so. 

The  Chairman.  Where  have  you  experimented  with  this  character 
of  service  ? 

Mr.  Hitchcock.  Only  in  the  city  of  Baltimore  thus  far.  On  the 
1st  of  October  we  started  the  service  there  with  two  automobiles,  but 
the  cars  provided  were  not  as  satisfactory  for  the  pur])os(^  as  wo 
expect  to  nave  later.  Here  is  the  style  of  automobile  used  in  Balti- 
more [handing  photograph  to  members  of  the  committee]. 

Mr.  Snapp.  Is  it  electric  or  gasoline? 

Mr.  Hitchcock.  They  are  gasoline. 

The  Chairman.  Does  the  rental  charge  include  a  driver? 

Mr.  Hitchcock.  The  rental  charge  covers  everything.  I  purposely 
made  the  contract  to  cover  all  expense  and  bound  the  lessor  to  re- 
place immediately  any  automobile  that  breaks  down.  He  is  required 
to  keep  the  cars  in  constant  repair. 

The  CnAiR^fAN.  Such  contract  includes  the  carriage  of  one  carrier 
who  attends  to  the  collections. 

Mr.  Hitchcock.  That  is  the  practice  in  Baltiuiore.  We  have  only 
one  carrier  on  the  car. 

The  Chairman.  Are  those  cars  used  exclusively  in  collecti(ms? 

Mr.  Hitchcock.  The  two  cars  in  Baltimore  are  used  exclusively 
for  that  purpose.  We  are  planning  to  introduce  some  automobiles 
for  the  collection  of  heavy  package  mail  in  the  business  districts  of 
cities,  and  these  automobiles  will  l>e  of  a  somewhat  different  pattern. 
They  will  be  heavier  and  less  speedy  than  the  cars  used  in  Baltimore. 

The  Chairman.  If  you  work  out  ah  economy  of  $1,100  to  the 
automobile,  why  would  not  the  provisions  for  the  rental  of  such 
vehicles  result  in  a  less  aj)propriation  than  if  no  such  provisions  were 
made. 

Mr.  Hitchcock.  The  increase  of  $25,000  over  the  original  estimate, 
if  properly  applied  to  automobile  service,  ought  to  save  more  than 
that  amount  in  the  expenditures  for  compensation  and  allowances  to 
carriers. 

The  Chairman.  You  said  a  while  ago  that  if  the  use  of  such  ve- 
hicles were  prohibited  it  would  only  require  about  $710,000,  but  if 
such  use  were  permitted  and  authorized  it  would  require  the  $750,000. 

Mr.  Stafford.  Did  he  not  sav  it  would  require  $10,000  additional? 

The  Chairman.  He  said  $10,000  instead  of  $25,000;  in  other  words, 
I  understood  you  to  say  that  it  would  take  $15,000  less  if  the  au- 
thority were  denied  than  if  it  were  granted.  Now  I  want  you  to 
harmonize  that  with  your  explanation  that  the  use  of  the  automobile 
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works  economy  of  about  $1,100  tq  the  automobile  as  compared  with 
the  service  of  the  ordinary  regulation  cart. 

Mr.  Hitchcock.  Possibly  I  misunderstood  your  inquiry  when  I 
said  that  if  you  did  not  grant  the  $25,000  increase  it  would  be  advis- 
able to  increase  the  appropriation  over  the  original  estimate  by 
$10,000.  In  making  that  suggestion  I  had  reference  simply  to  the 
extension  of  the  collection  service  in  the  old  way.  I  did  not  intend 
to  inchide  the  automobile  service. 

The  Chairman.  You  reconmiended  this  morning  in  this  draft  that 
you  submitted  earlier,  an  estimate  of  $50,000  increase  for  this  service, 
as  against  $25,000  increase  in  vour  original  estimate;  is  that  correct? 

MV.  Hitchcock.  Yes,  sir;  $50,000  instead  of  $25,000. 

The  Chairman.  Yes;  and  that  if  you  were  denied  the  authority 
for  ,the  rental  of  automobiles  you  would  still  have  a  $35,000  increase. 

Mr.  Hitchcock.  The  original  increase  of  $25,000  had  no  reference 
to  automobile  service.     That  estimate  was  made  some  time  ago. 

The  Chair^ian.  That  does  not  change  nw  inquiry,  nor  my  convic- 
tion that  if  the  use  of  automobiles  will  result  in  an  economy  of 
$1,100  to  the  automobile,  which  displays  three  carts  and  two  carriers, 
why  you  will  not  require  a  less  appropriation  if  you  have  the  author- 
ity for  the  automobiles  than  if  you  do  not  have  it. 

Mr.  Hitchcock.  Part  of  the  saving  would  be  made  in  the  appro- 
priation for  compensation  to  carriers.  You  arc  counting  all  the  sav- 
ing against  the  appropriation  for  horse  hire,  when  as  a  matter  of  fact 
there  would  be  no  saving  in  this  appropriation.  The  rental  of  an 
automobile  would  be  $1,800,  Avhile  the  three  horse  carts  would  cost 
only  $1,850. 

Mr.  Snapp.  I  understand,  Mr.  Hitchcock,  that  you  construe  this  as 
giving  you  authority  at  present  to  rent  or  purchase  automobiles  for 
this  service.  Has  that  authoritv  been  passed  upon  vet  bv  the  Comp- 
troller? 

Mr.  Hitchcock.  No,  sir;  because  the  accounts  have  not  been  sub- 
mitted. A  question  of  this  kind  is  not  passed  upon  by  the  Comp- 
troller until  it  goes  up  to  him  as  a  matter  of  accounting. 

Mr.  Snapp.  If  there  should  be  included  in  this  bill  the  words,  "  and 
the  rental  and  purchase  of  vehicles,"  is  there  not  some  danger  that 
the  Com|)troller  would  say  that  that  was  Congressional  or  legislative 
construction  of  this  clause  against  the  Department  having  such  au- 
thority under  the  present  law  for  the  current  year?  It  would  seem 
to  me  to  be  a  plain  legislative  construction  against  your  authority. 

Mr.  IIiTciico(  K.  The  authority  we  have  exercised  under  that  clause 
is  merely  the  authority  to  rent.    We  have  not  made  any  purchases. 

Mr.  Snapp.  It  does  not  make  any  diiference.  You  are  renting  a 
vehicle  not  mentioned  in  that  clause,  and  putting  it  in  that  language 
in  this  appropriation  bill  seems  to  me  to  be  a  legislative  construction 
against  the  construction  that  you  have  placed  upon  this  current  law. 

The  Chairman.  And  that  if  he  believes  that  he  already  has  the 
authority  he  should  leave  the  language  as  it  is. 

Mr.  Snapp.  Yes;  it  would  be  better  to  leave  the  language  out  of 
the  apj)ropriation  act  for  1908,  it  seems  to  me. 

Mr.  Moox.  But  suppose  he  had  not  the  authority  under  the  pres- 
ent law,  then  Ave  ought  to  put  some  language  in  here  that  would  not 
only  be  authority,  but  ratify  what  is  already  done. 
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The  Chairman.  Would  it  not  be  better  to  arrange  the  phraseology 
so  as  to  read:  "  For  horse  hire  and  vehicle  allowance?  "  Then  you 
simply  make  an  alloAvance  either  for  horses,  vehicles,  or  both. 

Mr,  Hitchcock.  For  years  the  appropriation  has  been  expended 
in  that  way,  and  the  accounts  have  passed  without  question. 

The  Chairman.  We  simply  would  insert  the  new  word  '"  vehicle." 

Mr.  Hitchcock.  Possibly  that  is  a  good  suggestion,  so  far  as  the 
authority  for  renting  is  concerned. 

The  Chairman.  That  might  avoid  the  criticism  which  Mr.  Snapp 
makes,  and  which  I  think  is  well  worth  considering — the  possibility  of 
a  construction  that  they  had  not  any  such  authority  heretofore. 

Mr.  Stafford.  Under  the  former  practice  you  make  no  direct  rental 
for  the  collection  cart,  but  made  allowances  to  postmaster's  who  in 
turn  made  allowances  to  individual  collectors  at  so  nuich  for  the  use 
of  the  wagon. 

Mr.  Hitchcock.  That  is  one  practice,  but  we  also  make  annual 
contracts  under  which  horses  and  carts  are  leased  for  a  given  period. 

Mr.  Stafford.  This  item  divides  itself  into  two  classes  of  service, 
one  for  the  mounted  carrier  service,  which  is  entirely  diiferent  from 
the  collection  service.  You  do  not  contemplate  the  delivery  of  mail 
by  auto-wagons  certainly  to  houses  that  are  now  delivered  by  mounted 
carriers. 

Mr.  Hitchcock.  Not  in  that  manner,  but  we  have  considered  the 
plan  of  using  automobiles  to  a  certain  extent  in  the  delivery  of  mail. 
Our  plan  was  to  convey  the  carriers  in  swift  automobiles  fi-om  the 
post-office  to  the  points  where  their  routes  begin.  It  is  believed  that 
much  time  could  be  saved  by  this  plan. 

Mr.  Stafford.  But  the  mounted  carrier  to-day  does  not  do  that 
kind  of  service,  he  delivers  to  the  houses  individually.  Can  you  give 
the  committee  the  amount  expended  last  year,  the  fiscal  year  1906, 
for  solely  mounted  carrier  service ;  and  can  you  at  present  give  us  an 
estimate  for  the  fiscal  year  1007  of  the  amount  that  will  be  likely 
expended  for  that  character  of  service? 

Mr.  Hitchcxkk.  As  distinct  from  the  collection  service? 

Mr.  StafI'X)rd.  Yes. 

Mr.  Hitchcock.  No,  sir;  I  can  not  give  it  offhand. 

Mr.  Stafford.  Will  you  furnish  that  to  the  committee? 

Mr.  Hitchcock.  There  is  one  point  that  occurs  to  me.  The 
mounted  carriers  collect  mail  as  well  as  deliver  mail,  and  therefore 
it  would  be  difficult  to  separate  the  two  classes  of  service. 

Mr.  Stafford.  Yes;  they  collect  mail  and  deliver  mail  just  the  same 
as  the  foot  carriers,  l)ut  this  new  character  of  service  is  a  substitute 
for  the  collection  service- proper,  and  is  entirely  separate  and  distinct 
from  the  mounted-carrier  service. 

Mr.  Hitchcock.  Then  you  want  to  know  what  we  expended  during 
the  last  fiscal  year  for  collection  service  by  wagon. 

Mr.  Stap^p^ord.  P^ither  one,  but  I  care  more  for  the  mounted-carrier 
service.  The  committee  might  have  a  separate  item  for  mounted- 
carrier  service  and  another  item  for  horse  and  vehicle  allowance  for 
collection  service,  because  the  two  characters  of  service  are  distinct; 
and  perhaps  the  committee  might  wish  to  segregate  that  item  if 
there  is  going  to  be  this  new  departure  in  the  establishment  of  auto- 
mobile service  for  coUecticm  purposes. 
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Mr.  HiT(  HcocK.  If  the  committee  conniders  the  question  of  segi*e- 
gating  that  appropriation  I  liope  it  will  not  make  the  change  in  such 
manner  as  to  require  two  accounts.  I  suggest  that  if  you  think  it 
wise  to  separate  the  fund  for  mounted  carriers  from  the  general 
api)ropriation,  you  do  it  hy  means  of  a  proviso  that  will  not  require 
two  accounts. 

Mr.  STAF^x>Rn.  You  can  readily  see  how  the  committee  might  wish, 
not  only  this  year,  hut  in  years  to  come,  to  make  a  more  liberal  allow- 
ance for  the  extension  of  the  collection  service  by  means  of  automo- 
biles, and  could  not  express  it  except  in  that  way,  bj^  segregating  or 
by  means  of  a  proviso. 

Mr.  Hitchcock.  Don't  you  think  it  would  be  i)etter  to  wait  until 
the  automobile  service  has  hecome  more  definitely  establiahed  ?  AVhen 
it  has  gone  beyond  the  ex})erimental  stage  we  can  figure  a  little  more 
closely  as  to  theprobable  amount  of  appropriation  required. 

Mr.  Stafford.  You  can  figure  on  the  probable  amount,  and  you  can 
make  an  estimate  as  to  the  probable  amount  for  mounted-carrfer  serv- 
ice. There  is  ^oing  to  be  a  change  of  amount  required  for  that 
service.  My  original  question  was  merely  to  ascertain  how  much 
money  has  been  expended  in  the  fiscal  year*1900  for  that  character  of 
service  and  what  you  estimate  will  be  expended  this  fiscal  year. 

Mr.  Hitchcock.  We  w^ill  prepare  such  a  statement. 

The  Chaikman.  Ileferring  to  your  suggestion  of  a  moment  ago 
regarding  the  wording  of  this  item,  I  think  it  is  a  good  one,  but  is  it 
not  desirable  to  include  also  the  authority  for  purchase?  I  submit 
that  that  would  naturally  eliminate  the  authority  for  purchase,  but 
don't  you  yourself  think  that  so  long  as  this  service  is  in  a  purely 
experimental  stage  that  it  is  better  to  make  the  experiment  by  rental 
rather  than  by  purchase? 

Mr.  Hitchcock.  I  do  most  assuredly,  and  that  plan  has  been  luI- 
loAved  in  every  case,  but  later  it  might  be  advisable  to  purchase. 

The  Chairman.  P2ven  though  it  might  ultimately  become  advisable 
to  add  the  authority  to  purchase,  it  is  not  advisable  to  add  such 
authority  at  this  time.  \ou  could  soon  consume  your  appropriation 
if  you  began  the  purchasing  of  automobiles. 

Mr.  Snapp.  The  success  of  this  automobile  service  that  is  now 
being  experimented  upon  will  eventually  result  in  separating  from 
the  service,  practically,  two-thirds  of  the  men  now  employed  in  col- 
lection service,  Avill  it  not? 

The  Chairman.  It  will  result  in  their  assignment  to  the  regular 
carrier  service. 

Mr.  Hitchcock.  It  will  not  result  in  their  separation  from  the 
service,  even  if  the  introduction  of  the  motor  vehicle  is  rapid.  As  the 
chairman  suggests,  they  will  l)e  assigned  to  other  duties. 

Mr.  Snapp.  Let  me  put  the  question  in  another  way  then.  The 
success  of  this  automobile  service  that  is  now  being  experimented  with 
will  eventually  result,  wmU  it  not,  in  decreasing  the  force  now  engaged 
in  the  collection  service  by  two-thirds? 

Mr.  Hitchcock.  It  might  do  so  if  the  city  delivery  service  were 
to  remain  stationary,  but,  no  doubt,  the  service  will  continue  to  de- 
velop w^ith  sufficient  rapidity  to  utilize  its  full  quota  of  employees. 
At  present  the  collection  service  Ls  being  extended  rapidly  from  year 
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to  year,  aiid  under  this  growth  the  gradual  introduction  of  automo- 
biles is  not  likely  to  crowd  out  any  employees  noAV  serving. 

Mr.  Snapp.  \Stel\,  I  don't  think  an  answer  to  that  question  is  neces- 
sary, because  it  has  all  been  stated  and  is  in  the  record  that  the  use 
of  each  machine  results  in  decreasing  by  two- thirds  the  force  em- 
ployed in  that  service. 

Mr.  Stafford.  For  the  present  service,  but  under  this  new  char- 
^icter  of  service,  by  reason  of  speed  attained,  the  Department  might 
feel  w'arranted  in  havmg  more  frequent  collections,  in  which  they 
are  handicapped  to-day  by  reason  of  the  slowness  of  the  horse  vehicle, 
:ind  which  would  result  in  the  employment  of  additional  men. 

Mr.  Snapp.  Result  in  the  steadier  employment  of  each  machine, 
and  the  employment  of  more  machines.  The  more  machines  you  em- 
ploy the  more  men  it  displaces  who  are  engaged  now  in  this  other 
class  of  collections. 

The  Chairman.  How  many  carriers  are  now  employed  in  the  serv- 
ice to  whom  the  horse-hire  allowance  is  applied  for  collection  pur- 
poses ? 

jMr.  Hitchcock.  I  haven't  the  exact  figures  with  me,  but,  as  I 
understand  it,  about  10  per  cent  of  the  whole  number  of  carriers  are 
employed  in  the  collection  service.  Many  carriers  both  deliver  and 
collect  mail. 

The  Chairman.  Th:it  would  be  about  how  many?  About  how 
many  carriers  are  now  engaged  in  the  collection  service  to  whom 
horse-hire  allowance  is  made? 

ilr.  Hitchcock.  I  will  procure  the  exact  figures;  I  haven't  them 
bore. 

The  Chairman.  Can  you  give  the  approximate  number? 

Mr.  Hitchcock.  There  are  about  2,300  mounted  carriers,  and  most 
of  them  have  allowances  for  horse  hire. 

Mr.  Snapp.  And  this  sc»rvice  would  affect  carriers  also  to  whom 
no  allowance  is  made  for  horse  hire. 

The  Chairman.  Here  is  what  I  want  to  inquire:  Would  two- 
thirds  the  number  of  all  the  carriers  uoav  employed  in  the  collection 
service,  and  to  whom  horse-hire  allowance  is  allotted,  more  than 
equal  the  number  of  new  carriers  which  would  probably  be  employed 
within  a  year? 

Mr.  Hitchcock.  Xo  ;  I  don't  think  so. 

The  Chairman.  In  other  words,  if  you  installed  this  method  ab- 
solutely at  one  time,  and  put  out  of  the  service  tw^o-thirds  of  the  car- 
riers engaged  in  that  particular  character  of  w-ork,  w^ould  not  the 
total  number  of  carriers  so  displaced  be  quickly  absorbed  in  the 
service  in  the  regular  carrier-service  work? 

Mr.  Hitchcock.  Unquestionably. 

The  Chairman.  So  that  the  discontinuance  of  any  per  cent  of 
carriers  of  the  collection  service  would  not  necessarily  separate  them 
from  the  entire  carrier  service,  but  would  merely  result  m  their  em- 
ployment by  being  given  ordinary  routes  ? 

Mr.  Hitchcock.  Yes,  sir ;  to  meet  the  growing  needs  of  the  service, 
and  as  the  use  of  automobiles  would  be  extended  gradually,  the  prob- 
ability is  that  Congress  would  be  obliged  to  increase  the  number  of 
cjirriors  from  year  to  year  as  at  present. 
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The  Chairman.  So  that  practically  while  it  might  not  result  in 
the  separation  of  the  individual  carriers  from  the  service,  but  only 
from  that  particular  service,  it  might  operate  to  prevent  new  men 
who  were  eligible  for  appointment  from  getting  an  early  appoint- 
ment. 

Mr.  Hitchcock.  It  might  have  that  effect,  but  not  to  a  very  large 
extent,  because  the  automobile  service  could  never  replace  more  than 
a  portion  of  the  present  collection  service.  Automobile-collection 
vehicles  can  be  utilized  to  advantage  only  ujider  certain  conditions,  as, 
for  instance,  in  the  outlying  residential  districts  of  the  cit\',  where 
mail  boxes  are  far  apart  and  the  distances  over  which  automobiles 
can  speed  are  considerable.  In  the  business  sections  of  the  citv  auto- 
mobles  could  not  be  used  in  the  same  manner,  because  the  mail  boxes 
are  close  together,  requiring  frequent  stops,  and  also  because  the 
streets  are  frequently  congested  with  traffic,  making  progress  slow. 

• 

CAH    FARK    AND    BICYCLE    ALLOAVANCE. 

The  Chairman.  The  next  item  is  for  car  fare  and  bicycle  allow- 
ance, in  which  you  ask  an  additional  appropriation  of  $20,000,  or  5.88 
per  cent  increase.  Is  that  due  entirely  to  the  growth  of  the  service  or 
for  partial  use  in  larger  allowances  for  the  same  service  ? 

Mr.  Hitchcock.  It  is  due  chiefly  to  the  growth  of  the  service,  al- 
though in  some  cases  it  has  been  impossible  to  make  as  favorable  con- 
tracts as  formerly.  It  is  probable  that  the  rate  of  expediture  will  be 
increased  somewhat. 

ilr.  Snapp.  That  would  be  for  car  fare? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Snapp.  The  bicycle  allowance  ought  not  to  be  increased  at  alH 

Mr.  Hitchcock.  That  would  not  be  increased.  I  was  referring  to 
the  car-fare  allow^ance. 

Mr.  Stafford.  Is  any  of  this  allow  ance  for  bicycles  utilized  for  pro- 
viding bicycles  for  special-delivery  boys,  or  limited  solely  to  those  in 
the  classified  service,  such  as  letter  carriers? 

Mr.  Hitchcock.  This  allowance  is  utilized  for  regular  letter 
carriers.  • 

Mr.  Stafford.  Does  the  Goveriunent  provide  bicycles  for  special- 
delivery  boys,  or  do  they  furnish  them  themselves? 

Mr.  Hitchcock.  The  Government  does  not  provide  them  for  the 
special-delivery  boys. 

Mr.  Stafford.  Is  it  the  rule  of  the  Department  to  provide  special- 
delivery  carriers  with  bicycles? 

Mr.  Hitchcock.  No,  sir.     It  is  not. 

Mr.  Snapp.  It  is  being  done  in  some  places,  is  it  not? 

Mr.  Hitchcock.  Sometimes  the  boys,  as  I  understand  it,  use  the 
bicycles  of  the  carriers  when  they  are  not  otherwise  in  use.  Substitute 
carriers  perform  the  special-delivery  service  to  a  considerable  extent 

Mr.  Stafford.  Has  the  Department  made  any  direct  allowance  to 
the  special-delivery  boys  for  the  use  of  bicycles  ? 

Mr.  Hitchcock.  Not  that  I  am  aware  of. 
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COMPENSATION  TO  TWENTY-TWO  MECHANICS. 

The  Chairman.  Are  you  still  using  the  22  mechanics  that  are  au- 
thorized t 

Mr.  Hitchcock.  Yes,  sir. 

The  Chairman.  And  in  the  same  way  that  has  been  the  practice 
heretofore? 

Mr.  Hitchcock.  In  the  same  way  as  described  in  detail  at  the  hear- 
ings of  last  year. 

MARINE  POSTAL  SERVICE,  DETROIT,   MICH. 

The  Chairman.  The  marine  postal  service  at  Detroit  is  under  con- 
tract? 

Mr.  Hitchcock.  Yes,  sir;  and  the  appropriation  asked  for  is  the 
same  as  last  year.  I  have  suggested  a  change  in  the  wording  of  that 
item,  however. 

.    The  Chairman.  I  observe  that  you  recommend  the  dropping  of  the 
word  "  For." 

Mr.  Hitchcock.  That  grew  out  of  the  method  of  stating  the  vari- 
ous items  in  the  estimates.    It  is  not  the  change  I  mean. 

The  Chairman.  You  do  not  suggest  any  change  with  reference  to 
the  Detroit  postal  service,  do  you  ? 

Mr.  Hitchcock.  The  term  ''  marine  "  seems  to  be  inappropriate. 
It  creates  some  misapprehension  as  to  the  nature  of  the  service.  It 
seems  to  me  that  this  is  a  good  time  to  give  the  item  a  proper  descrip- 
tive title. 

The  Chairman.  It  is  not  necessarily  a  marine  service. 

Mr.  Hitchcock.  It  is  not  a  marine  service,  and  therefore  I  suggest 
a  change  in  the  title. 

The  Citair3ian.  The  suggestion  of  Mr.  Hitchcock  is  that  instead  of 
the  language  appearing  in  the  first  line  on  page  21,  the  following 
language  b^  used:  "For  Detroit  River  delivery  service  at  Detroit, 
Michigan." 

Mr.  Hitchcock.  The  service  consists  of  a  steamboat  under  contract 
and  six  carriers  who  go  out  from  Detroit  on  the  boat  and  deliver  mail 
to  craft  on  the  river. 

The  Chairman.  And  collect  the  mail  from  the  passing  boats? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Stafford.  Do  you  know  when  the  four-year  contract  for  this 
service  expires  ? 

Mr.  Hitchcock.  I  do  not  happen  to  know  just  when  it  expires;  I 
can  look  it  up,  if  you  desire. 

The  Chairman.  It  is  not  during  the' next  fiscal  year,  is  it? 

Mr.  Stafford.  I  believe  it  will  expire  during  the  next  fiscal  year. 

Mr.  Hitchcock.  My  impression  is  from  these  figures  in  the  skele- 
ton bill  that  the  contract  has  two  years  to  run. 

The  Chairman.  The  contract  amount  is  $4,450,  but  we  have  usually 
a  propria  ted  an  even  $4,500. 

Mr.  Hitchcock.  My  inference  from  these  figures  is  that  the  con- 
tract has  been  running  two  years.     It  is  a  four-year  contract. 

The  Chairman.  Will  you  be  kind  enough  to  advise  the  committee 
the  exact  date  of  the  expiration  of  the  contract? 

Mr.  Hitchcock.  Yes,  sir. 

P  O  A  B— 07 ^9 
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INCIDENTAL   EXPENSES,    CITY-DELIVERY    SEHVICE. 

The  Chairman.  In  the  item  for  incidental  expenses  of  the  city- 
delivery  service,  what  changes,  if  any,  do  you  recommend? 

Mr.  Hitchcock.  I  recommend  certain  verbal  changes  that  seem  to 
improve  the  language. 

The  Chairman.  The  recommendation  which  you  brought  down 
this  morning  is  as  follows: 

For  all  incidental  expenses  of  the  citj- -deli very  service,  including  freight  and 
drayage,  on  etiuipment,  furniture  and  supplies,  erecting,  painting,  and  repair- 
ing letter  and  package  boxes  and  posts,  repairing  cloclvs  and  other  equipment, 
maps  and  miscellaneous  Items,  $45,000. 

Mr.  Hitchcock.  There  is  a  trifling  change  to  improve  the  language. 

The  Chairman.  And  you  provide  for  an  additional  increase  of 
$5,000.  Is  that  increase  needed  for  any  specific  expenditure  enumer- 
ated or  for  a  general  increase  in  all  of  those  items? 

Mr.  Hitchcock.  For  a  general  increase  in  the  expense  of  the  serv- 
ice. 

CAR  FARE  FOR  SPECIAL- DELIVERY   MESSENGERS  IN   EMERGENCY  CASES. 

The  Chairman.  You  ask  for  a  20  per  cent  increase  in  the  item  for 
car  fare  for  special-delivery  messengers.  Is  that  simply  incident  to 
the  growth  of  the  service  ? 

ill*.  Hitchcock.  Yes,. sir. 

The  Chairman.  And  not  with  the  view  of  a  higher  payment  for 
the  service? 

Mr.  Hitchcock.  The  rate  is  the  same. 

FEES   to   SPECIAL-DELIVERY    MESSENGERS. 

The  Chairman.  Is  your  recommendation  for  a  $125,000  increase 
in  the  item  for  special-delivery  messengers  simply  for  the  additional 
service  ? 

Mr.  Hitchcock.  Yes,  sir ;  for  additional  service. 

The  Chairman.  That  service  has  grown  considerably,  has  it,  in  the 
past  year? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Stafford.  On  what  occasions  do  you  allow  car  fare  to  special- 
delivery  messengers? 

Mr.  Hitchcock.  AVhen  the  delivery  has  to  be  made  at  a  consider- 
able distance,  and  it  would  be  impracticable  to  make  a  prompt  deliv- 
ery without  taking  advantage  of  the  car  lines. 

'^r.  Stafford.  vVhat  are  the  regulations  concerning  the  distance 
that  special  delivery  letters  or  packages  are  delivered  from  the  post- 
offices? 

Mr.  Hitchcock.  Such  letters  or  packages  are  delivered  anywhere 
within  the  delivery  limits  of  the  office. 

Mr.  Stafford.  At  any  place  whatsoever  within  the  delivery  dis- 
trict of  the  office? 

Mr.  Hitchcock.  Yes,  sir. 

Mr.  Snapp.  What  profit  is  there  in  that  business  to  the  Government 
beyond  the  profit  incident  to  the  use  of  the  regular  postage? 

Mr.  Hitchcock.  I  will  endeavor  to  furnish  that  information. 
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The  Chairman.  Please  address  a  letter  covering  that  question. 

Mr.  Stafford.  Have  you  ever  considered  whether  this  service  would 
he  increased  without  any  additional  expense  to  the  Government  if  a 
lower  rate  than  10  cents  was  charged  purely  for  delivery  at  the  office 
of  deposit  ? 

Mr.  Hitchcock.  I  have  never  given  that  question  any  special  con- 
sideration.    On  such  mail  the  cost  of  carriage  by  railway  is  saved. 

Mr.  Stafford.  And  the  extra  expense  incidental  to  keeping  them  in 
separate  packages  by  the  railway  mail  clerk,  as  the  registry  letters 
are  kept. 

Mr.  Snapp.  Do  you  mean  "  drop  "  letters? 

Mr.  Stafford.  Special  delivery  "drop"  letters;  yes.  Have  you 
ever  considered  whether  It  is  practicable  to  reduce  the  charge  for  this 
character  of  service  as  was  expected  when  it  was  originally  recom- 
mended for  legislation  ? 

Mr.  Hitchcock.  I  have  given  no  special  consideration  to  such 
questions  because  they  do  not  pertain  to  the  work  of  my  Bureau. 
Those  are  questions  that  properly  belong  to  the  Bureau  of  the  Third 
Assistant  Postmaster-General. 

BACK    stamping   OF   LETTERS. 

The  Chairman.  Mr.  Hitchcock,  in  your  report  you  recommend 
the  discontinuance  of  the  practice  of  back  stamping  of  letters.  Is 
that  a  law  or  simply  a  regulation  of  the  Department? 

Mr.  Hitchcock.  If  you  will  pardon  me,  Mr.  Chairman,  I  do  not 
specifically  recommend  in  my  report  the  discontinuance  of  back 
stamping.  I  give  certain  reasons  why  it  would  be  advantageous  to 
discontinue  the  practice,  and  I  give  the  results  of  certain  experiments 
we  have  made  m  that  direction,  but  I  purposely  leave  the  question 
open  for  the  present.  I  state  specifically  that  we  have  not  gone  far 
enough  in  our  experimentation  to  decide  whether  it  would  be  a  wise 
thing  to  discontinue  generally  the  practice  of  back  stamping. 

The  Chairman.  But  do  you  not  state,  in  connection  with  jrour  dis- 
cussion of  the  practice  of  back  stamping,  that  if  the  practice  were 
discontinued  it  would  reduce  the  labor  of  a  number  of  clerks? 

Mr.  Hitchcock.  Yes,  sir;  I  bring  out  that  point. 

The  Chairman.  Have  you,  in  your  estimate  for  additional  clerks 
needed  for  the  service  during  the  next  fiscal  year,  taken  into  account 
the  possibility  of  the  discontinuance  of  that  practice  which  you  have 
recommendea? 

Mr.  Hitchcock.  I  have  not  made  any  change  in  the  estimate  on 
that  ground,  because  of  the  uncertainty. 

The  Chairman.  If  such  practice  should  be  discontinued,  would 
you  consider  it  wise  to  modify  your  recommendation  as  to  the  number 
of  clerks  needed  ? 

Mr.  Hitchcock.  I  do  not  think  I  should  reduce  the  present  esti- 
mate, because,  as  I  have  already  said  to  you,  I  consider  it  a  low 
estimate. 

The  Chairman.  Well,  I  again  inquire,  is  the  practice  of  back 
stamping  a  mere  regulation  of  the  service,  or  is  it  a  law  ? 

Mr.  Hitchcock.  The  practice  is  a  mere  regulation ;  it  is  required 
by  what  is  known  as  a  postal  regulation. 
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The  Chairman.  And  this  recommeudatioii  in  your  report  is  in- 
tended to  be  to  the  Postmaster-General  for  a  modification  of  the 
regulation,  rather  than  to  Congress  for  the  modification  of  any  law  ? 

Mr.  Hitchcock.  It  is  simply  a  suggestion  to  the  Postmaster- 
General.  My  purpose  in  presenting  it  m  the  report  was  to  bring  to 
the  attention  or  postmasters  certain  advantages  that  might  attend  the 
discontinuance  of  the  practice.  At  the  same  time  I  state  certain 
advantages  claimed  for  the  practice,  in  order  that  the  question  may 
be  generally  considered  pro  and  con  throughout  the  service.  It  is  a 
question  that  should  not  be  hastily  decided. 

The  Chairman.  I  thought  your  suggestions  were  very  good  in  the 
main,  but  I  desired  to  know  if  in  your  judgment  there  sliould  be  a 
modification  or  discontinuance  of  that  practice  it  would  result  in  any 
saving  of  clerks  which  might  afford  a  reduction  in  your  estimate. 

Mr.  Hitchcock.  It  would  unquestionably  result  in  a  considerable 
saving  of  clerks.  For  example,  the  suspension  of  back  stamping,  as 
a  matter  of  experiment  at  Cliicago,  released  thirty  clerks,  who  were 
immediately  assigned  to  other  duties. 

RETURN    OF   UNCALLED-FOR   LETTERS. 

The  Chairman.  On  page  29  of  your  report  you  recommend  a 
change  of  law  relative  to  the  return  of  uncalled-for  letters.  Will  you 
be  kind  enough  to  cite  the  committee  to  the  statute  which  governs 
that  practice  now? 

Mr.  Hitchcock.  The  act  of  June  8,  1873,  is  the  law  that  pre- 
scribes the  present  practice. 

The  Chairman.  Under  the  practice  I  understand  the  law  requires 
the  postmaster  to  hold  a  letter  for  thirty  days. 

Mr.  Hitchcock.  Yes,  sir;  he  is  required  to  hold  the  letter  for  thirty 
days,  although  the  return  addre.ss  is  printed  on  the  envelope. 

The  Chairman.  The  address  of  the  writer? 

Mr.  Hitchcock.  Yes,  sir ;  although  he  knows  from  whom  the  letter 
came  he  is  unable  under  this  law  to  send  it  back  before  thirty  days  to 
the  man  who  mailed  it. 

The  Chairman.  That  is  where  it  does  not  state  to  return  within 
a  specific  number  of  days.  If  upon  the  envelope  which  contains  the 
adaress  of  the  writer  there  is  a  request  for  return  in  3,  6,  or  10  days, 
then  it  is  returned? 

Mr.  Hitchcock.  Yes;  under  any  conditions  such  letters  are  re- 
turned. 

The  Chairman.  But  this  only  aplies  to  letters  which  contain  the 
address  of  the  writer  without  the  specific  number  of  days  it  diould  be 
held. 

Mr.  Hitchcock.  It  applies  to  letters  giving  the  writer's  name,  or 
the  name  of  his  office,  without  any  directions  as  to  return.  Only  a 
small  percentage  of  such  letters  carry  return  directions. 

The  Chairman.  And  your  recommendation  is  that  that  be  left  to 
the  discretion  of  the  Postmaster-General  as  to  the  time?  Don't  you 
think  it  would  be  better  simply  to  reduce  the  time  to  a  less  number 
than  thirty  days  rather  than  leave  it  to  the  discretion  of  anybody? 

Mr.  Hitchcock.  No,  Mr.  Chairman,  I  think  it  would  be  better 
to  place  that  matter  under  the  control  of  the  Postmaster-General.     It 
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seems  to  me  that  it  should  be  treated  as  an  administrative  matter.  It 
may  be  desirable  to  vary  the  time  as  conditions  change  or  even  to  vary 
the  time  for  different  kinds  of  mail. 

TRAVEL  AND  MISCELLANEOUS  EXPENSES. 

Mr.  Stafford.  I  would  like  to  direct  your  attention  to  the  item  at 
the  top  of  page  22.  You  recommend  the  omission  of  the  proviso  in- 
cluded within  the  brackets,  reading  as  follows : 

Pro  tided.  That  a  sum  not  exceeding  three  hundred  dollars  may  be  used  for 
the  purchase  of  city  directories  and  books  of  reference. 

Mr.  Hitchcock.  I  recommend  the  omission  of  the  words  "city 
directories,"  because  we  no  longer  have  occasion  to  purchase  city 
directories,  except  one  or  two  as  books  of  reference.  These  w^ords 
crept  into  the  item  when  city  directories  were  purchased  in  consider- 
able numbers  for  the  use  of  the  dead-letter  office,  which  was  formerly 
under  the  bureau  of  the  First  Assistant  Postmaster-General.  As  that 
division  is  now  under  another  bureau  the.se  words  are  no  longer  of 
any  special  significance. 

RETURN    OF   UN'CALLED-FOR   LETTERS   AGAIN. 

Mr.  Stafford.  Under  the  law  which  you  ask  to  be  amended  as  to 
the  holding  of  letters  with  the  name  and  address  of  the  sender  in- 
ilorsed  thereon,  in  case  of  misdirection  by  the  sender,  you  would  be 
obliged  to  hold  them  for  thirty  days? 

Mr.  Hitchcock.  The  law  is  mandatory.  It  would  be  impossible  to 
leturn  such  a  letter  sooner  than  thirty  days,  although  the  postmaster 
jiiight  know  that  it  had  failed  of  delivery  through  some  careless  mis- 
take in  address. 

Mr.  Stafford.  And  you  believe  that  the  regulation  in  that  case 
should  be  prescribed  by  the  Department  rather  than  enacted  into  law. 

Mr.  Hitchcock.  I  believe  it  would  be  better  to  allow  the  Postmas- 
ter-General to  prescribe  the  time,  in  order  to  meet  varying  conditions, 
just  as  he  prescribes  the  time  for  the  holding  of  dead  letters. 

Mr.  Stafford.  There  is  no  provision  at  present  requiring  the  postal 
authorities  to  advertise  any  letters  whatsoever. 

Mr.  Hitchcock.  There  is  a  regulation  requiring  postmasters  to 
post  the  lists  of  unclaimed  letters.  There  is  no  provision  for  adver- 
tising in  the  newspapers. 

Mr.  Stafford.  Does  the  posting  of  unclaimed  letters  include  those 
that  have  been  misdirected  or  uncalled  for,  or  simply  relate  to  those 
directed  to  the  general  delivery? 

Mr.  Hitchcock.  All  letters  that  can  not  be  delivered  are  posted  in 
that  way. 

EFFICIENT  SERVICE   IN    CITIES. 

Mr.  Hitchcock.  There  is*  a  matter  I  wanted  to  mention  before  we 
close,  and  that  is  the  great  importance  of  providing  an  efficient  serv- 
ice in  our  citv  post-offices.  It  is  in  our  large  cities  that  the  postal 
business  can  be  conducted  at  the  greatest  profit  to  the  Government. 
About  one-third  of  the  mail  posted  in  cities  is  local  mail,  and  on  such 
mail  there  is  no  transportation  charge.     It  is  not  carried  by  the  rail- 
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ways.  If  the  service  at  a  city  post-office  is  efficient  it  invariably 
and  are  more  inclined  to  employ  other  means  of  communication. 
When  the  service  is  poor  and  people  have  no  assurance  that  a  letter 
will  be  delivered  promptly,  they  lose  confidence  in  the  |>ost-office 
and  are  more  inclined  to  employ  other  means  of  communication, 
resorting  to  messenger,  telephone,  and  telegraph  service.  I  mention 
this  to  show  how  important  it  is  to  maintain  the  efficiency  of  the  city 
mail  service. 

The  Chairman.  As  appears  from  your  report  at  page  44  the  re- 
ceipts from  city-delivery  offices  in  the  year  1906  amountedto  $120,852,- 
097.60,  while  the  expenses  for  the  maintenance  of  those  same  offices 
a  mounted  to  $21,980,632.92,  aggregating  a  profit  of  almost  $100,000,000 
to  the  Government.  Now,  your  notion  is  that  offices  creating  such 
profit  to  the  Government  are  entitled  to  better  care  and  the  develop- 
ment of  more  efficient  service  ? 

Mr.  Hitchcock.  Yes,  sir ;  and  this  appropriation  that  I  recommend, 
aggregating  a  total  increase  of  five  millions  of  dollars — three  millions 
for  offices  and  clerks  and  two  millions  for  carriers — will  be  expended 
chiefly  in  the  cities.  If  we  fail  to  maintain  efficient  service  at  city 
post-offices  it  affects  the  entire  postal  service  of  the  country.  The 
city  post-offices  are  the  clearing  houses  of  the  service  at  large.  They 
are  the  centers  of  distribution.  We  are  expending  immense  sums  of 
monev  to  provide  r«ilwav  carriage  for  the  mails  all  over  the  United 
States. 

We  require  the  railwav  companies  to  run  their  fast-mail  trains  at  a 
high  rate  of  expense.  iBut  unless  we  have  a  prompt  and  accurate 
handling  of  mails  at  our  large  post-offices,  the  money  expended  for 
swift  transportation  from  city  to  city  does  not  bring  its  proper  results. 
If  the  necessary  standard  of  efficiency  is  to  be  maintained  in  the  postal 
service  of  our  large  cities,  where  so  much  of  the  country's  mail  is 
handled  at  one  stage  or  another,  the  appropriations  recommended  in 
the  Department's  estimates  should  be  panted. 

I  desire  to  sulnuit  by  way  of  sugcrtvstion  a  draft  of  a  bill  embodying 
the  various  recommendations  I  have  made  for  the  regulation  .of  the 
salaries,  the  annual  leave,  and  the  hours  of  service  of  post-office 
employees: 

A  BILL  To  classify  employtes  in  tir-l  ■•nid  s-ecmul  cliuss  jjosi-offices  and  to  rcKUliite  their  salaritrs  and 

annual  leave. 

Be  H  finacied  hif  the  Si'itate  (t)ni  Ilaiise  of  fiijirefenfatirc^  uj  the  Vniied  Staiff*  of  America 
in  Congrenit  ameiultlnl,  That  after  June  thirtieth,  nineteen  hundred  and  seven,  f»ra- 
ployees  in  first  and  second  class  post-offices  shall  be  classified  as  follows: 

Assistant  postmasters,  salaries  not  less  than  forty  per  cent  and  not  exceeding 
fifty  per  cent  of  the  salaries  of  the  p<)stma8ters,  graded  in  even  hundreds  of  dollars 
from  eight  hundred  dollars  tn  four  thou.*aiHl  dollars. 

Superintendents,  assistant  sui:)erintendents,  auditors,  assistant  auditors,  (*ashiers, 
assistant  cashiers,  bookkeepers,  private  secretaries,  stenographers,  foremen,  assistant 
foremen,  salaries  graded  in  even  hundreds  of  dollats  from  one  thousand  three  hun- 
dred dollars  to  three  thousand  two  hundred  dollars:  I*roruledy  That  the  compensation 
in  these  grades  in  each  post-office  shall  be  fixed,  so  far  as  practirable,  in  proportion 
to  the  amount  of  business  transacted. 

Printers,  mechanics,  and  skilled  lal)orer8,  salaries  graded  in  even  hundreds  of 
dollars  from  nine  hundred  dollars  to  <me  thousand  two  hundred  dollars. 

Watchmen,  messengers,  and  lalwrers,  salaries  graded  in  even  hundreds  of  dollars 
from  four  hundre<l  dollars  to  nine  hundred  dollars. 

Clerks  and  carriers,  to  be  divided  into  six  grades,  as  follows:  First  grade,  salary 
six  hundred  dollars;  second  grade,  salary  eight  hundred  jlollars;  third  grade,  salary 
nine  hundred  dollars;  fourth  grade,  salary  one  thousand  dollars;  fifth  grade,  salary 
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one  thousand  one  hundred  dollars;  sixth  grade,  salary  one  thousand  two  hundred 
dollars.  Clerks  and  carriers  in  second-class  offices  shall  l)e  promoted  successively 
to  the  second  and  third  grades,  and  clerks  and  carriers  in  first-class  offices  to  the 
second,  third,  and  fourth  grades,  at  the  beginning  of  the  quarter  following  the  expi- 
ration of  a  year's  service  in  the  next  lower  grad«.  No  promotion  shall  be  made 
except  upon  evidence  satisfactory  to  the  PoFt-Office  Department  of  the  efficiency  and 
faithfulness  of  the  employee  during  the  preceding  year.  The  Department  may  reduce 
a  clerk  or  carrier  from  a  higher  to  a  lower  grade  whenever  his  efficiency  falls  below 
a  fair  standard,  or  whenever  necessary  for  purposes  of  discipline.  When  a  clerk  or 
carrier  has  been  reduced  in  salary  he  may  be  restored  to  his  former  grade  or  advanced 
to  an  intermediate  grade  at  the  beginning  of  any  quarter  following  the  reduction,  on 
evidence  that  his  record  has  been  satisfactory  during  the  intervenmg  period.  When 
a  clerk  or  carrier  fails  of  promotion  bei^ause  of  unsatisfactory  service  he  may  be  pro- 
moted at  the  beginning  of  the  second  quarter  thereafter  or  of  any  subsequent  quarter, 
on  evidence  that  his  record  has  been  satisfactory  during  the  intervening  ^riod.  No 
promotion  shall  be  made  in  the  clerk  or  carrier  grades  ex(«pt  at  the  beginning  of  a 
quarter.  Clerks  and  carriers  of  the  sixth  grade  shall  be  eligible  for  promotion  to  the 
higher  positions  in  the  post-office. 

Auxiliary  employees  to  be  paid  for  actual  service  at  the  rate  of  30  cents  an  hour: 
Prodded,  That  such  employees  shall  be  required  to  work  not  less  than  two  hours 
daily:  And  provided  further  j  That  such  employees  shall  be  eligible  for  appointment  as 
clerks  and  carriers  of  the  first  grade. 

Substitutes,  to  be  paid  at  the  rate  of  thirty  cents  an  hour  when  serving  for  absent 
clerks  and  carriers:  Provided^  That  such  substitutes  shall  be  eligible  for  appoint- 
ment as  auxiliary  employees  and  as  clerks  and  carriers  of  the  first  grade. 

Sbi'.  2.  That  all  employees  at  first  and  second  class  post-offices,  except  substitutes, 
may  be  grante<l  leave  of  absence  with  pay  for  not  to  exceed  thirty  days  in  each  year, 
exclusive  of  intervening  Sundays  and  holidays,  under  such  regulations  as  the  Depart- 
ment shall  prescribe. 

Sec.  3.  That  unless  demanded  by  the  exigencies  of  the  service  letter  carriers  shall 
not  be  required  to  work  more  than  eight  hours  on  a  working  day,  but  in  no  event 
shall  they  be  required  to  work  more  than  forty-eight  hours  < luring  the  six  working 
days  of  a  week.  On  Sundays  and  legal  holidays  they  may  be  required  to  work 
such  time,  not  exceeding  eight  hours,  as  may  be  neces.«»ary  to  meet  the  needs  of  the 
service.  I.<egal  holidays  shall  be  counted  as  eight  hours*  regardless  of  the  time  of 
actual  service. 

Sec.  4.  That  all  acts  and  parts  of  acts  inconsistent  with  this  act  are  hereby  repealed 

The  Chairman.  Are  there  any  other  questions  or  statements  to  be 
made?  If  not,  this  will  close  the  hearings  with  respect  to  the  First 
Assistant's  office. 

Adjourned  at  1.30  p.  m. 


Post-Office  Department, 
First  Assistant  Postmaster-General, 

WaMngtoiij  December  17 j  1906. 
My  Dear  Sir:  In  compliance  with  your  oral  request  of  the  11th  instanf  I  transmit 
herewith  a  statement  showing  the  number  of  clerks  by  grades  in  first-class  offices, 
and  also  the  number  by  grades  in  second-class  offices.    The  statistics  relating  to  city 
carriers  are  being  compiled  and  will  be  sent  you  as  soon  as  possible. 
Very  truly,  yours, 

F.  H.  Hitchcock, 
First  Assistant  PoyimaMer-(ieneral. 
Hon.  Jbbse  Overstreet, 

Chairman  Committee  on  the  Potft-Office  and  Post-Poads^ 

Ho^iM  of  Represevtativt'S. 


Estimate   for   compensatUm   of  officers  and  employees,  other  than  postmasters^  assistant 
postmasters  and  carriers j  at  first  and  second  class  post-offices. 

OFFICERS. 

1,603  in  the  grades  from  $1,300  to  $3, 200... $2,473,200 
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CLERKS. 

At  offices  with  1200,000  gross  reoeipts  or  over: 

1,862  at  $1,200 $2,222,400 

3,461  at    1,100 3,807,100 

2,261  at    1,000 2,251,000 

3,225  at        900 2,902,600 

2,494  at        800 1,995,200 

1,828  at        700 1,279,600 

121  at        600 L 72,600 

$14, 530, 400 

15,232 

At  other  first-claes  offices  : 

141  at  $1,200 169,200 

137  at    1,100 160,700 

1,465  at    1,000 1,455,000 

940  at   900 846,000 

674  at   800 639,200 

706  at   700 494,200 

124  at   600 74,400 

3, 728, 700 

4,177 

At  Bei'ond-class  offices : 

240  at  $1,000 240,000 

1,200  at       900 1,080,000 

923  at   800 738,400 

983  at   700 688,100 

930  at   600 558,000 

3, 304, 500 

4,276 

For  additional  promotions  of  clerks  required  by  the  advancement  of 

post-offices 50, 000 

For  auxiliary  substitute  and  temi)orary  clerks «  300, 000 

For  1,843  additional  clerks  for  fiscal  ye^r  1908 «♦  889, 800 

For  600  additional  clerks— 

From  February  1  to  June  30,  1907 1 $150, 000 

For  fiHcal  year  1908 :}60,000 

510,000 

OTHER   EMPLOYEES. 

For  1 ,250  mechanics,  printers,  laborers,  etc 803, 600 

26,5$K),200 

Estimate<i  credit  by  change  of  grade $i}50, 000 

Estimated  credit  from  promotions  not  taking  effect  at  be- 
ginning of  year 400, 000 

Estimated  unused  lapsed  salary 200, 000  950, 000 

Total $25,  fUO,  200 

CONTRACT  STATIONS. 

For  the  maintenance  of  contract  stations «"  $750, 000 

"Of  this  amount  it  is  estimated  that  about  $100,000  will  be  expended  for  substi- 
tutes for  clerks  on  vacations,  about  $150,000  for  temporary  clerks  for  emergency 
service  of  all  kinds,  and  about  $50,000  for  the  introduction  of  the  auxiliary  service. 

*>  This  amount  would  cover  1,483  clerks  for  the  full  year,  but  as  the  allotment  of 
clerks  will  be  distributed  throughout  the  year  a  much  larger  numl)er  will  be  actually 
appointed,  probably  over  2,000. 

c  Present  number  of  contract  stations,  3,316;  estimated  number  June  30, 1907,  3,500. 
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Estimate  for  compenmlion  of  letter  carriers  for  the  fiscal  year  1908  under  the  new 

clamficattcn. 

At  offices  with  $200,000  gross  receipts  or  over: 

12,059  at  $1,100 $13,264,900 

l,62oat      900 1,462,600 

942at       700 669,400 

115, 386, 800 

At  other  first-clasB  offices: 

402  at  $1,000 402,000 

4,241at       900 : 3,816,900 

464  at       700 324,800 

4, 643, 700 

At  second-class  offices: 

4,072  at  $900 3,664,800 

511  at  700 367,700 

4,022,600 

For  additional  promotions  of  carriers  required  by  the  advancement 

of  post-offi ces 50, 000 

For  auxiliary,  substitute,  and  temporary  carriers «  1, 100, 000 

For  additional  carriers 500, 000 

Total 25,603,000 

Estimated  credit  by  change  of  grade 150, 000 

Estimated  credit  from  promotions  not  taking  effect  at  begin- 
ning of  yea^ 1 00, 000 

Estimated'  unused  lapsed  salaries 150, 000 

400,000 

Net  amount  of  appropriation  neede<l  under  new  classification 25, 203, 000 

Estimate  under  present  law 23, 434, 700 

Increased  cost  under  proposed  law 1, 768, 300 


Poht-Office  Department, 
First  Assistant  Postmaster-General, 

WatfhhujUmf  January  18y  1907. 
Sir:  With  reference  to  vour  incjuiry  at  the  hearing  Iwfore  the  committee  on  the 
10th  instant  in  regard  to  tte  proportion  of  the  appropriation  for  horse  hire  expended 
exclusively  in  the  collection  of  mail,  1  find  that  it  is  impossible  to  differentiate 
between  horse  hire  expended  for  delivery  and  collection  service.  No  distinction  can 
be  made,  for  the  reason  that  many  of  the  mounte<l  carriers  both  deliver  and  collect 
mail  on  their  regular  trips,  and  others  deliver  part  of  tlie  day  and  collect  the 
remainder.  It  is  probable  that  one-half  of  the  total  expenditures  are  for  collection 
service. 

There  are  2,276  so-called  mounted  letter  carriers,  to  1,858  of  whoQi 
-annual  allowances  are  made  directly,  varying  from  $l()()  to  $400;  the 
remaining  423  mounted  carriers  areprovi'ded  with  horses  and  vehicles 
under  contracts  ranging  from  $312.50  to  $1,320,  the  latter  price  being 
paid  for  the  large  collection  wagons  in  New  York  City.  There  are 
also  two  automobiles  used  for  collection  in  Baltimore  at  $1,800  each. 
Respectfully, 

F.  H.  Hitchcock, 
Fivift  Assistant  Postmaster-  GeneraL 
Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-  Office 

and  Post' Roads ^  House  of  Representatives, 

aOf  this  amount  it  is  estimated  that  about  $800,000  will  be  expended  for  subeti- 
tutes  for  carriers  on  vacation,  $250,000  for  temporary  carriers,  including  summer  and 
winter  resorts,  holiday  and  election  service,  and  $60,000  for  the  introduction  of  an 
auxiliarv  service. 
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STATEMENT  OF  HON.  W.  S.  SHAIiLENBEBGEB,  SECOND  ASSISTANT 
POSTMASTEB-GENEKAL. 

TRANSl»ORTATION   OF  MAILS. 

Committee  on  the  Post-Office  and  Post-Roads, 

Friday^  Janvary  11^  1907. 

Committee  called  to  ord^r  at  10.40  a.  m. 

The  Chairman  (Mr.  Overstreet).  The  committee  has  reached  in 
its  hearings  the  bureau  of  the  Second  Assistant  Postmaster-General, 
and  we  have  present  this  morning  Mr.  Shallenberger,  the  head  of 
that  bureau. 

Mr.  Shallenberger.  Mr.  Chairman,  I  desire  to  make  a  request 
of  the  committee  this  morning,  that  I  may  be  permitted  to  present 
a  matter  that  I  have  before  me  at  this  time. 

Before  taking  up  the  regular  order  of  considering  the  various 
items  in  this  bul  which  come  under  the  jurisdiction  of  my  office  I 
wish  to  make  an  unusual  request  of  the  committee  that  I  be  per- 
mitted to  make  some  general  observations  on  the  leading  features 
of  the  work  committed  to  my  bureau,  as  far  as  possible  without 
interruption,  in  order  that  certain  information  called  for  by  your- 
self as  chairman  of  the  committee,  and  by  the  Postal  Commiasion 
of  which  you  are  vice-chairman,  may  be  in  the  record,  in  part  at 
least  before  we  proceed. 

I  deem  this  of  vital  importance,  because  the  time  in  which  to  secure 
and  present  the  information  has  been  so  short  and  the  press  of 
other  business  so  great  that  not  until  the  present  moment  have  I 
been  prepared  to  say  what  my  conclusions  are. 

The  subjects  under  consideration  by  the  Postal  Commission  neces- 
sarily concern  this  committee  and  majr  affect  its  action  on  this  bill. 
The  public  hearings  of  the  Commission  in  New  York  and  in  Washing- 
ton have  been  of  decided  advantage  to  the  Department,  as  all  such 
investigations  and  public  discussions  must  be.  Every  new  commis- 
sion, however  able  it  may  be  and  however  many  experts  it  may 
employ,  will  be  compelled  to  admit  I  think  at  the  close  of  its  work,  if 
willing  to  make  an  honest  confession,  that  the  higher  they  ascend 
the  hill  of  expert  knowledge  the  broader  the  horizon  becomes  and 
the  larger  the  fields  of  research  appear. 

I  feel  it  due  to  the  committee  that  I  should  give  at  this  time  the 
results  of  my  latest  investigation  on  the  subject  of  railway -mail  pay. 
the  proper  methods  of  adjusting  it  under  the  law,  the  effect  of  the 
administrative  methods  of  the  Department  in  securing  service  com- 
mensurate as  far  as  possible  with  the  annual  compensation,  and 
finally  the  best  method  of  reducing  railway-mail  pay,  if  such  is  the 
desire  of  Congress,  so  as  to  meet  the  demand  for  improved  methods 
and  reduced  cost  of  handling  and  transporting  second-class  matter 
without  impairing  the  efficiency  of  the  service. 

Mr.  Snapp.  Let  me  observe,  first,  that  I  do  not  understand  either 
one  of  these  subjects  is  now  before  this  committee,  the  redur.tion 
of  railway-mail  pay  or  the  investigation  of  second-class  mail  matter. 
That  was  committed,  as  I  understand  it,  to  a  commission  appointed 
at  the  last  session  of  Congress  which  has  not  yet  reported. 
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The  Chairman.  I  can  see  no  disadvantage  to  the  committee  or 
embarrassment  to  any  member  in  permitting  Mr.  Shallenber^er  to 
make  any  such  statement  pertaining  to  his  Bureau  by  way  of  intro- 
ducing the  subject  upon  which  the  committee  is  framing  the  appro- 
priations for  that  service  as  he  mav  desire.  I  doubt  whether  it  will 
take  a  great  while,  and  it  might  lead  to  some  proper  inquiry  or  it 
might  not ;  that  can  be  decided  after  we  have  heard  him.  I  suggest 
that  we  permit  Mr.  Shallenberger  to  proceed  with  his  statement  in 
his  own  way  and  without  interruption. 

Mr.  Snapp.  I  do  not  object,  Mr.  Chairman,  and  only  wanted  to 
suggest  at  this  time  my  doubt  as  to  its  pertinency. 

Mr.  Shallenberger.  With  reference  to  the  suggestion  that  has 
been  made  I  would  say  that  I  thought  it  was  pertinent  because  cer- 
tain inguirie^s  have  been  made  of  the  Department  and  at  my  office, 
directed  by  the  chairman  of  the  committee,  to  which,  answer  has  been 
made  through  the  Postmaster-General,  but  so  lately  that  the  subject- 
matter  can  not  be  before  the  minds  of  the  committee  as  a  whole  while 
we  proceed  with  the  consideration  of  the  bill.  The  time  allowed  was 
so  short  that  we  could  not  get  that  information  before  the  committee, 
which  has  reference  to  pending  measures  in  the  committee,  to  a  pro- 
posed bill  offered  in  the  House  and  referred  to  it  or  to  a  resolution 
offered  and  referred  to  the  connnittee.  It  relates  to  subject-matter 
which  will  necessarily  be  gone  over  in  the  bill  at  one  point  or  an- 
other, and  in  view  of  that  I  thought  it  would  certainly  aid  the  com- 
mittee in  having  these  particular  suggestions  or  observations  that 
I  may  make,  so  that  they  can  refer  to  them  and  reflect  upon  them 
and  make  subsequent  inquiries  concerning  which  they  would  not  be 
able  to  do  if  withheld  at  this  time. 

The  Chairman.   You  may  proceed,  Mr.  Shallenberger. 

Mr.  Shallenbekc  ER.  Mr.  Chairman,  the  subject  to  which  I  espe- 
cially allude  is  the  (|uestion  as  to  whether,  first,  the  method  of  the 
Department  in  computing  pay  for  railway-mail  service  is  the  proper 
method  ;  and  second,  the  question  as  to  whether  the  annual  compensa- 
tion derived  from  that  method  of  computation  is  unnecessarily  large. 

The  question  is  as  to  whether  the  annual  compensation  allowed  to 
railroad  companies  for  certain  service  performed  is  excessive  or  not. 
The  resolution  referred  to  this  committee  assumes  that  it  is.  The 
subjects  generally  under  consideration  by  the  committee  are  therefore 
the  subjects  on  wjiich  I  desire  at  this  time  to  submit  some  observa- 
tions. But  first  I  will  say  that  the  Department  itself,  in  recent  years, 
has  been  at  fault,  I  think,  in  presenting  to  Congress  and  to  the  country 
nn  estimate  of  the  cost  of  handling  second-class  matter  from  a  stand- 
point which  will  not  bear  close  mvestigation ;  at  least  it  does  not 
uieet  with  my  personal  approval.  I  refer  particularljr  to  the  annual 
report  of  the  Postmaster-General  for  the  A^ear  1897,  in  which  these 
words  were  used : 

The  cost  to  the  Government  of  transmitting  the  SGo/OOO.OOO  pounds  of  second- 
class  mail  matter  cnrrle<l  during  the  past  fiscal  year  is  estimated  at  $20,000,000; 
the  postal  revenue  received  from  it  is  estimated  at  $3,000,000,  leaving  a  loss, 
on  transportation  alone,  of  $20,000,000. 

That  statement  conveyed  the  impression  that  the  basis  of  railway 
mail  pay  must  necessarily  be  the  average  pound  rate,  irrespective  of 
the  class  of  mail  matter,  that  the  pound  rate  properly  governed  the 
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annual  compensation  rate  for  the  carriage  of  both  fir^t  and  second 
class  matter.  It  was,  of  course,  very  large,  because  it  included  at 
that  time  a  false  estimate  of  the  total  wei^t  of  mail  matter  carried. 
In  the  subsequent  reports  of  the  Postmaster-General  for  1899, 1901, 
and  1902,  substantially  the  same  argimient  was  used;  but  in  the 
annual  report  of  1902  you  will  notice,  under  a  different  administra- 
tion of  the  Third  Assistant  Postmaster-General's  office,  these  words 
were  used : 

On  the  bulk  weight  of  second-class  matter  carried  in  the  malls  the  estimated 
average  revenue  is  eight- tenths  of  a  cent  a  pound.  As  the*  cost  of  handling  is 
estimated  to  be  approximately  4  cents  a  pound  the  publisher's  mall  privilege  is 
of  the  nature  of  a  subsidy,  for  it  creates  an  expense  to  the  Government  which 
must  be  paid  by  the  i:)eople. 

That  being  four  years  ago,  and  following  the  remarks  which  I 
have  just  quoted*  in  1807  and  alluded  to  in  other  reports,  indicated 
that  for  a  series  of  years  the  Department  has  conveyed  to  the  cohii- 
try,  and  especially  to  publishers,  the  opinion  that  the  average  rate 
per  pound,  ascertained  by  the  aggi-egate  weight  of  all  the  mail  car- 
ried, divided  into  the  annual  expenditure  ox  the  Department,  con- 
stituted a  fair  and  just  estimate  as  to  the  cost  of  carrying  the  low- 
grade  second-class  matter.  That  naturally  aroused  in  the  minds  of 
the  periodical  publishers  and  newspapers  a  resentment,  because  they 
knew  that  they  could  have  that  class  of  matter  transported  by  the 
carrying  companies  of  the  country  at  a  rate  proportionate  to  its 
value  and  a  rate  not  to  exceed  1  cent  per  pound  within  a  large  zone, 
so  that  when  the  Post-Office  Department,  through  a  series  of  years, 
committed  itself  to  the  statement  that  the  railroads  of  the  country 
were  being  paid  bv  the  Government  on  such  matter  not  less  than  +  or 
5  cents  per  pound,  as  has  recentl}'  been  said,  or  8  cents  a  pound,  n^i 
was  originally  stated,  either  a  transparent  inaccuracy  or  a  gross 
injustice  somewhere  was  apparent.  If  I  were  compelled  to  believe 
that  on  a  train  going  out  or  New  York  carrying  both  an  express  car 
and  a  mail  car  a  newspaper  or  periodical  publisher  could  have  his 
matter  carried  by  the  railroad  for  an  express  company  at  less  than  1 
cent  a  pound  and  that  the  Government  has  been  so  unwise  as  to  con- 
tinue a  general  contract  with  the  railroads  permitting  them  to 
receive  as  pay  for  that  particular  class  of  matter  5  cents  (u*  8  cent-a 
per  pound,  I  should  feel  it  to  lie  a  most  humiliating  admission. 

I  do  not  believe  that  that  is  the  proper  conclusion.*  I  do  not  believe 
it,  first,  because  I  find  no  warrant  for  it  in  the  postal  regulations  or 
transportation  theories  of  the  Universal  Postal  Union  nor  in  the 
foreign  mail-service  laws  of  this  country,  nor  do  I  find  a  parallel  to 
it  in  general  transportation  rates  touching  any  other  traffic.  It  is 
not  as  a  rule  an  average  pound  rate  which  determines  the  annual 
compensation  paid  to  the  carrier  company  for  service  rendered. 

I  want  to  qiiote  just  a  few  words  from  an  authority  on  that  sub- 
ject, the  late  Senator  Vilas,  of  Wisconsin,  not  only  an  eminent  law- 
yer, not  only  for  years  Postmaster-General  of  the  United  States,  but  a 
man  who  gave  especial  and  careful  attention  to  the  consideration  of 
this  whole  question  after  leaving  the  Post-Office  Department  and 
becoming  a  member  of  the  Senate  and  a  member  of  the  Senate  Com- 
mittee on  Post-Offices  and  Post-Roads.  Senator  Vilas  uses  this 
expression : 
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I  think  it  should  be  borne  in  mind  that  the  statute  was  not  designed  to  pay 
to  railroads  a  price  in»r  pr)und  for  the  mail  carried,  but  was  designed  to  fur- 
nish a  basis  of  conipensatitm.  of  annual  compensation,  by  referenw  to  the  vol- 
ume of  service  rendei't^l  to  the  Department  by  tlie  respc'ctive  roads  in  Its 
employment. 

If  this  committee  will  go  back  of  the  hearings  of  the  joint  com- 
mission which  investigated  this  entire  subject  in  1898  I  think  fhey 
will  find  that  in  my  testimony  before  the  Senate  Committee  on  Post- 
Offices  and  Post- Roads  I  started  ont  with  the  declaration  that,  first 
of  all,  the  quantity  and  character  of  service  rendered  must  be  consid- 
ered in  determining  the  proper  annual  compensation  for  such  service. 

Now,  as  sustaining  Senator  Vilas  and  others  in  this  statement.  I 
wish  to  show  that  the  Universal  Postal  Union,  composed  of  all  the 
civilized  countries  in  the  world,  in  determining  the  proper  rate  to 
be  paid  for  the  transpoii:ation  of  its  mails,  does  not  determine  it 
upon  the  average  rate  per  pound  of  all  classes.  We  now  transport 
across  the  Atlantic,  or  to  any  foreign  country,  letter  mail  and 
prints — two  classes — the  carrying  company  receiving  44  cents  a  pound 
for  the  letters  and  4i  cents  per  pound  for  prints,  which  incluaes  all 
mailable  matter  other  than  letters.  Now,  the  result  of  that  is  this: 
By  the  statistics  we  have  secured  we  find  that  about  7  pounds  of 
prints  to  every  pound  of  letters  is  the  proportion  in  which  this  mat- 
ter is  carried  by  steamships  to  foreign  countries.  The  proportion 
varies  a  little,  but  that  is  a  very  conservative  statement. 

Now  let  us  look  at  the  result.  Forty-four  cents  for  the  1  pound, 
44  •ents  for  7  pounds,  gives  us  31J  cents  for  the  prints  and  44  cents 
for  the  letters,  or  75  cents  for  the  8  pounds  of  matter  carried — an 
average  of  9i  cents  per  pound  for  that  matter.  If  we  are  to  use  a 
proper  method  of  estimating  cost  of  transporting  the  second-class 
loreign  mail,  then  Senator  Vilas  is  correct  m  saying  that  the  aver- 
age rate  per  pound  does  not  establish  the  competency  or  adequacy 
of  the  annual  pay.  On  the  theory  of  the  Department  in  its  reports 
we  should  say  to  the  publishers:  We  get  as  revenue  eight  times  as 
much  per  pound  for  transporting  your  periodical  matter  to  a  for- 
eign country  as  we  do  between  points  in  this  country,  and  yet  the 
revenue  is  1}  cents  per  pound  below  the  actual  cost  of  transporting 
that  matter.  Therefore  we  must  increase  rates  on  matter  of  the 
second  class  sent  to  a  foreign  country  or  decrease  transportation 
charges.  In  fact,  we  pay  4^  cents  a  pound  only  for  prints  going 
abroad  and  we  allow  those  prints  to  go  in  the  same  vessel  and  in 
t>e  same  place  in  that  vessel  with  the  letters  for  which  we  pay  44 
cents  per  pound,  but  do  not  average  the  cost  of  prints  with  the  cost 
of  letters  and  say  that  it  costs  9J  cents  a  pound  to  transport  them, 
therefore  we  are  not  carrying  them  at  a  loss.  AVhat  would  be 
thought  of  the  suggestion  to  charge  up  against  the  admission  of 
prints  in  the  foreign  service  seven-eighths  of  the  entire  cost  of  for- 
eign transportation  of  mails,  or  to  eliminate  prints  entirely  and 
state  the  saving  as  seven-eighths  of  the  entire  amount? 

Again  I  say  that  a  graduated  cost  is  not  only  the  principle  in  the 
Universal  Postal  Union,  but  it  is  the  principle  in  the  postal  law  of 
this  country  affecting  American  ships  with  reference  to  foreign  rates 
of  transportation.  A  pound  of  letters  dispatched  to  a  foreign  coun- 
try in  a  vessel  carrying  the  American  flag  is  transported  at  a  cost  of 
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$1.60  per  pound.  A  pound  of  prints  is  transported  at  a  cost  of  S 
cents  per  pound.  Seven  pounds  of  prints,  magazines,  or  newspapers 
will  be  transported  for  56  cents,  and  1  pound  of  letters,  $1.60.  Eight 
pounds  of  mail  matter,  $2.16.  Divide  $2.16  by  8  and  you  get  27 
cents  a  pound.  If  the  theory  that  we  have  been  going  upon  m  the 
Post-Oince  Department  is  correct,  we  should  say  that  we  can  not 
longer  permit  second-class  matter  to  be  sent  in  an  American  vessel 
because  it  costs  us  27  cents  a  pound  and  we  only  get  from  that  mail 
matter  as  revenue  8  cents  a  pound.  I  think  the  theory  is  wrong  from 
beginning  to  end  and  so  recognized  by  the  postal  administrations  of 
the  world  outside  of  this  countr^^ 

Again,  I  say  the  theory  is  wrong  as  applied  to  any  other  traflSc 
carried  throughout  the  United  States.  The  expre&s  company  does 
not  pay  to  tho  railroad  company  the  same  rate  per  pound  for  trans- 
porting periodical  literature  that  it  does  for  transporting  packages, 
money,  and  bonds.  If  you  want  to  compare  our  service  with  express 
service,  we  must  have  the  comparison  on  the  same  level.  We  must 
say  to  the  railroad  companies:  We  can  not  even  afford  to  pay  you  ar. 
much  for  all  classes  of  matter  combined  as  you  get  from  the  express 
company ;  the  great  Government  of  the  United  State*?  must  be  3 
preferred  customer;  we  should  not  pay  you  as  inudi  for  any  partic- 
ular service  as  you  get  from  a  single  corporation,  and  if  we  find 
we  are  doing  it,  the  pay  should  be  reduced  and  radically  reduced. 
I  have  said  that  to  at  least  three  of  the  leading  representatives  of 
railroads  within  six  months.  Now,  how  do  I  compare  and  deteri^^ne^ 
I  make  the  comparisons  in  this  way.  I  find  that  the  contract  with 
express  companies  gives  to  railroads  50  per  cent  of  gross  revenue — in 
some  ca^es  more  than  that,  but  we  will  say  that  is  the  average.  I 
think  no  testimony  given  anywhere  says  that  it  averages  less  than  50 
per  cent  of  gross  revenue.  Now  50  per  cent  of  the  gross  revenue 
means  50  per  cent  of  1  cent  per  pound  for  carrying  magazines,  50  per 
cent  of  $2.50  a  thousand  for  carrying  a  money  package,  and  50  per 
cent  of  rates  for  carrying  small  packages. 

There  are  usually  several  hundred  little  parcels  in  an  express  car  in 
which  second-class  matter  goes.  Are  express  companies  carrying  little 
parcels  for  1  cent  a  pound  or  at  a  rate  per  hundred  ?  Not  by  any  means. 
That  matter  goes  at  parcel  rate;  that  is,  the  predominating  express 
matter,  and  the  largest  proportion  is  packages  and  valuables,  and  they 
would  not  carry  low-grade  matter  alone  at  a  cent  a  pound.  That 
character  of  traffic  will  not  stand  any  higher  rates,  and  often  they 
can  carry  it  just  as  easily  as  they  can  take  the  car  without  it,  perhaps. 

How  is  it  with  commercial  and  manufacturing  establishments? 
They  get  their  coal  and  coke  carried  at  one  rate  and  their  high-grade 
goods  at  another  rate;  in  other  words,  the  traffic  is  classified.  The 
world  over  the  traffic  is  classified ;  hence  when  we  construe  contracts 
with  the  railroad  companies  by  the  law  at  present  in  force  we  must 
recognize  that  principle  or  else  cease  to  have  any  comparison  of  rates 
with  express  and  other  caiTying  companies  or  with  roreign  contract 
rates. 

My  experience  is  gathered  from  some  years  in  the  public  service. 
As  a  Member  of  Congress  I  had  the  opportunity  of  voting  for  the  last 
reduction  of  railway  mail  pay.  In  1878  I  happened  to  be  a  Member 
of  Congress  (the  Forty-fifth  Congress),  and  T  voted  for  the  present 
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railway  mail  pay  as  reduced  from  what  it  had  been  in  1876.  After 
the  Forty-seventh  Congress  I  was  fourteen  years  in  business,  and  I 
took  note  of  the  methods  prevailing  in  business.  I  had  experience  in 
the  banking  business  and  as  treasurer  of  a  large  glass  company,  which 
had  a  large  business  in  transportation  by  freight  and  by  express. 
My  attention  was  called  to  what  is  known  as  "  cost  keeping  "  in  man- 
ufacturing establishments.  Can  a  certain  product  bear  a  certain  cost 
of  transportation?  I  have  tried  to  apply  in  the  Department  the 
knowledge  gained  in  my  businevss  experience  and  in  Congress.  I  have 
not  reached  by  any  means  the  solution  of  the  question  of  mail  pay, 
but  I  do  not  feel  discouraged  because  I  am  still  a  student. 

I  have  been  abroad ;  I  have  conferred  with  the  postal  administra- 
tion of  England,  with  the  postal  administration  of  Germany,  and 
with  other  administrations,  to  ascertain,  if  possible,  what  the  cost 
of  handling  any  specific  class  of  mail  matter  was.  I  was  particularly 
anxious  to  get  the  cost  of  carrying  parcel-post  matter,  because  that 
is  one  of  the  subjects  the  Postmaster-General  desired  me  to  investi- 

rte  in  connection  with  the  general  question  of  railway  mail  pay. 
was  told  that  the  English  administration  had  no  statistics  which 
would  enable  them  to  say  just  what  the  cost  of  carrying  any  particu- 
lar class  of  mail  matter  was.'  I  was  told  the  same  in  Berlin.  The 
late  Postal  Commission  called  before  them  every  expert  in  the  United 
States.  They  failed  to  get  statistics  that  are  satisfactory  along  these 
lines.  We  are  still  inquiring.  It  is  our  highest  ambition  to  reduce 
the  cost  of  carrying  second-class  matter,  and  v^e  think  we  have  suc- 
ceeded to  a  certain  extent. 

I  have  given  in  my  report  for  several  years  past  certain  tables 
which  will  indicate  a  comparison  between  the  annual  compensation 
to  railroads  and  the  revenue  derived  from  the  business  they  do  for 
us.  I  have  here  my  report  for  the  year  1906.  If  you  will  turn  to 
page  17,  you  will  see  that  I  have  shown  in  percentages  what  the  Brit- 
ish administration  would  show  in  the  event  that  they  wished  to  an- 
nounce a  reduction  of  the  compenr>ation  they  pay  to  railroads  for 
carrying  their  parcel-post  matter.  It  is  now  55  per  cent  of  the 
gross  revenue  or  parcel-post  matter.  If  it  could  be  shown  in  their 
reports  that  in  the  year  1900  they  were  paying  45  per  cent  of  the 
revenue  for  the  transportation  of  parcel  post,  they  would  regard 
that  as  a  saving  of  10  per  cent  on  the  gross  revenue  that  they  derive 
from  that  service.  That  10  per  cent,  if  saved  by  a  corporation,  would 
go  to  dividends  or  to  improvements  and  betterments.  You  will 
notice  on  this  page  I  say : 

The  postal  revenue  of  the  Department  in  1890  was  160,802,097.  The  ex- 
penditure for  railroad  transportation  and  postal-car  pay  in  that  year  wasf 
$21,290,420  in  round  figures.  The  percentage  of  revenue  was  34.97  per  cent 
In  1900  the  percentage  of  revenue,  found  in  the  same  way,  was  36.27  per  cent 

In  the  past  year,  after  six  years  of  attention  to  the  question  of  reduc- 
ing, so  far  as  we  could,  the  cost  of  carriage  by  noting  the  weight  of 
equipment,  the  manner  of  handling  equipment  by  freight,  etc..  and 
profiting  by  the  increased  volume  of  revenue-paying  mail  matter  the 
railroads  were  carrying  we  find  the  eifect  upon  our  administration 
of  the  service  was  this :  That  out  of  the  gross  revenue  of  1906  we 
were  spending  27.88  per  cent  of  that  revenue  for  the  transportation 
of  mail  and  pay  of  postal  cars  included,  a  saving  of  8.39  per  cent 
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in  six  years.  In  another  column  you  will  see  that  the  per  cent  of 
revenue  saved  in  the  entire  bureau  of  the  Second  Assistant  Postmas- 
ter-Greneral  by  reason  of  all  its  economies  was  a  little  greater — 9.S^j 
per  cent.  In  the  year  1900  we  had  55.07  per  cent  of  the  revenue  used. 
In  the  year  1906  we  had  45.24  per  cent  of  the  revenue  used.  What 
does  that  mean?  It  means  that  in  the  year  1906  there  was  a  gain 
in  revenue  of  $16,000,000  in  one  bul'eau  to  be  applied  elsewhere  in  the 
Department.  In  the  Government  service  we  apply  all  revenue  to 
improvements,  as  you  will  notice.  In  the  past  eight  ^ears,  as  the 
Postmaster-General  says  in  his  last  report,  we  have  increased  ex- 
penditures from  $40,000  a  year  in  1898  to  more  than  $25,000,000  a 
year  for  rural  delivery  in  1906.  Where  did  we  get  it?  Did  we 
increase  the  deficit  in  doing  it? 

Now,  you  will  notice  that  the  deficit  is  referred  to  in  several  re- 
ports of  the  Post-Office  Department  as  something  that  is  worth  con- 
sidering. We  are  entirely  willing  to  consider  the  deficit.  We  think 
that  the  reduction  in  percentage  of  deficit  is  one  of  the  most  credit- 
able things  that  can  be  referred  to  in  the  Department's  report.  And 
I  may  say,  from  my  business  experience,  that  if  any  corporation  or 
business  men  could  show  such  a  sheet  as  I  propose  to  quote  from, 
after  such  enormous  improvements  seciUred  and  free  service  rendered, 
they  would  claim  that  they  were  not  only  free  from  criticism,  but 
were  following  admirable  business  methods.  The  table  that  I  will 
leave  with  the  committee  is  this:  I  show  the  postal  revenue  for  thirty 
years  past,  beginning  with  1877,  the  postal  expenditures  for  the  same 
years,  and  ascertain  the  percentage  of  deficit  in  each  of  those  years. 

Mr.  Snapp.  Does  that  appear  m  your  report? 

Mr.  SiiALLENBERGER.  It  docs  not;  this  is  new  matter,  collected  yes- 
terday. 


Fiscal  year. 


PoMtal  reve-     Pwtal  expendl-       npfir-it 
nue.  ture«.  uencu. 


1877. 
1878. 
1879. 
1880. 
1881  . 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891  . 
1892. 
1893. 
1894  . 
189o  . 
1H96. 
1897. 
1898. 
1899. 
1900. 
1901. 
1902. 
190S. 
1904. 
1905. 
1906  1 


:i 


»27, 
29, 
90, 
33. 
96, 
41, 
45, 
45, 
42, 
43, 
48, 
52, 
56, 
60. 
65, 
70, 
75, 
75, 
76, 
82, 
82. 
89, 
95. 
102. 
Ill, 
121, 
134. 
143. 
152, 
167, 


468, 
277. 
041, 
315, 

786, 
883, 
508, 
336. 
bGO, 
948, 
837, 
696. 
175, 
882, 
981 
930 
896, 
080, 
983, 
499, 
6<>5, 
012, 
02V 
354, 
631, 
848, 
224, 
582, 
826, 


323 

517 

983 

479 

398 

005 

673 

959  , 

844 

423 

609 

176 

611 

098 

786 

475  , 

933 

479 

128 

208 

462 

618 

384  1 

579  , 

193 

047 

448  , 

624 

585  I 

782 


ToUl I    2,243,137,824 

__^ I 

a  Surplus. 


S38,486.322  ' 
34,165.084  ; 
33,449,898 
36,542,804 
39.251,736 
40,482.021 
43.282,944 
47,224,560  , 
50,046,235  \ 
51,004,744 
53.006,194 
55,795,357 
62,317,119 
66,259,548  I 
73,059.519 
76,980,846 
81,074,105 
M.  824. 414  I 
86,790.173  , 
90,626.296 
94,077,242 
98,038.523  | 
101,632.160  . 
107,740,267 
115,099,607  , 
124.392,472 
138,784.487 
152,36^2,116 
167, 399, 169 
178,449,778 


16,017.999 
4,887.567 
8,407,915 
3,227.325 
2. 476. 338 
al,400,9M 
a  2. 225. 729 
1.888,001 
7,485.391 
7.056,821 
4.168.585 
8, 100, 181 
6.141.608 
5,877,450 
7,127,733 
6,0QO,3n 
5,177,172 
9.248.935 
9,807,045 
8,127.088 

11,411.780 
9.020.905 
6.610,776 
5,385,688 
8,408.414 
2,544,425 
4,560.044 
8.779,492 

14,572.584 

10, 516, 996 


Perwiit 
of  reve- 
nue. 

21.91 
16.69 
11.34 
9.6S 
6.TS 


4.16 
17. 5S 
16.06 
8.53 
5.68 
10. 9^ 
8.83 
10.81 
8.53 
6.82 
12.81 
12.73 
9.85 
13.80 
10.13 
6.95 
5.26 
3.05 
2.08 
S.39 
6.11 
9.53 
6.2S 


2, 417, 080, 740      173,  M2, 916 


7.75 
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When  I  was  in  business  I  was  taught  that  when  on  any  given 
product  I  could  reduce  the  percentage  of  expense  to  income  V  was 
serving  well  my  employer.  In  the  Post-Office  Department  this  table 
shows  results  which  need  not  be  apologized  for  by  anv  Postmaster- 
General  or  by  any  committee  of  Congress.  It  can  be  held  up  as  an 
evidence  that  we  have  been  working  along  lines  of  good  business 
policy.  You  will  notice  in  the  column  showing  the  percentage 
of  deficit  that  in  the  year  1877  it  was  21.91  per  cent  of  revenue. 
In  this  year  of  our  Lord,  when  the  press  of  tne  country  seems  to 
be  aroused  against  the  excessive  and  enormous  outlay  oi  the  Post- 
Office  Department,  we  find  the  deficit  to  be  6.26  per  cent  of  the 
revenue.  In  the  past  eight  years,  covering  the  great  growth  of 
rural-delivery  service  and  the  alleged  losses  incident  to  the  gross 
abuses  of  the  second-class  privilege  and  excessive  rates  of  railway 
mail  pay,  what  do  we  find  f  We  find  in,  not  one  of  those  years  was 
there  a  deficit  over  9.63  per  cent.  Going  beyond  those  years  what 
do  we  find  ?  In  the  year  1894  it  was  12.31  per  cent.  In  1896  it  was 
12.73  per  cent.  In  the  year  1891  it  was  10.81  per  cent.  In  the  year 
1886  it  was  16.06  per  cent.  In  the  year  1886  it  was  17.68  per  cent. 
And  so,  going  back,  we  find  that  there  has  never  been  a  period  of 
eight  years  in  the  history  of  the  Post-Office  Department  for  the  past 
thirty  years  when  its  business  sheet  will  show  as  small  a  per  cent  of 
deficit. 

When  we  speak  of  the  revenue  from  postal  matter,  you  must  re- 
member that  it  is  only  about  44  per  cent  of  the  matter  that  is  carried 
by  railroads  from  which  we  ^et  any  revenue.  My  report  of  the 
special  weighing  in  1899,  authorized  by  the  Postmaster-General,  from 
October  31  to  November  6,  on  page  29,  shows  this  fact:  That  the  per 
cent  by  classes  of  mail  matter  and  eauipment  carried  by  railroads  was : 
First  class,  6.39  per  cent;  second  class,  28.34  per  cent;  second  class, 
free,  1.49  per  cent;  third  and  fourth  class,  9.34  per  cent;  foreign, 
0.62  per  cent ;  Government,  free,  6.42  per  cent ;  equipment,  48.40  per 
cent,  making  a  total  of  100  per  cent.  The  weight  of  mail  matter 
from  which  a  revenue  is  derived  was  43.69  per  cent.  The  weight  of 
mail  matter  from  which  no  revenue  was  derived  was  66.31  per  cent. 

Now,  taking  these  percentages  as  the  best  obtainable  estimate  of 
mail  matter  carried,  1  have  thought  that  whatever  reduction  may 
be  contemplated  in  mail  pay  at  the  present  seSvsion  might  be  along 
the  lines  of  this  showing  as  to  the  classification  of  traffic  and  be 
levied  only  on  low-grade  matter  or  light-revenue-paying  second- 
class  matter.  The  law  of  the  last  session  of  Congress  will  have  the 
effect  of  reducing  railway  mail  pay  unless  the  railroad  companies 
shall  do  what  they  have  not  been  doing  of  late  in  the  direction  of 
satisfactory  service.  As  you  know,  substantially  all  the  railroads 
for  the  past  year  have  been  burdened  with  an  unprecedented  traffic. 
Complaints  come  from  every  section  of  the  country  that  schedules 
are  not  maintained. 

Congress  has  taken  note  of  that,  and  last  year  adopted  an  amend- 
ment to  the  bill  which  authorized  and  directed  the  Postmaster-Gen- 
eral to  impose  fines  and  make  deductions  from  the  pay  of  railroad 
companies  for  failure  to  observe  schedules.  Tn  August  last,  soon 
after  the  passage  of  thflt  law,  an  order  was  issued  requiring  all  rail- 
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road  companies  to  include  in  their  affidavit  a  statement  of  the  time 
of  the  arrival  of  all  trains.  And  when  it  appears  that  any  train  on 
any  railroad  is  more  than  ten  times  late  to  the  extent  of  tnirty  min- 
utes or  more  during  the  quarter — thirty  minutes  being  enough  to 
break  a  connection  as  a  rule — 20  per  cent  of  the  pay  apportioned  to 
that  train  is  deducted.  That  has  amounted  in  tlie  quarter  ended 
September  30  to  about  $111,000.  That^is  the  very  lightest  quarter 
in  the  year — ^the  summer  quarter — when  schedules  can  be  maintained 
if  ever.  The  quarter  ended  December  31  we  shall  not  be  able  to 
report  until  next  certification,  on  the  1st  of  March. 

The  question  which  seems  to  be  more  in  the  minds  of  the  committee 
and  of  Congress  at  this  moment  is  as  to  whether  the  method  of  ad- 
justing pay  to  railroads  has  been  fair  and  just  and  lawful.  In 
reference  to  that  I  have  furnished  to  the  chairman  of  your  committee, 
through  the  Postmaster-General,  a  very  full  statement.  I  will  not 
read  it,  as  it  is  already^  I  presume,  in  your  possession.  I  will  sum- 
marize it  briefly  by  saying  that  the  present  method  has  prevailed  for 
forty  years  uninterruptedly  througn  all  successive  administrations 
of  Second  Assistant  Postmasters-General,  and  of  Postmasters-Gen- 
eral, and  was  the  practice  at  the  time  the  law  of  1873  was  passed. 
Three  years  later,  when  the  practice  had  become  more  firmly  estab- 
lished and  confirmed,  there  was  a  reduction  of  railway  mail  pay  deter- 
mined upon.  No  one  in  Congress  or  in  the  Department  suggested 
that  a  change  in  departmental  practice  would  be  a  proper  method  of 
reducing  railway  mail  pay.  There  was  a  10  per  cent  flat  reduction 
made  in  1876.  'Two  years  later  Congress  again  determined  to  reduce 
railway  mail  pay. 

No  suggestion  was  made  that  this  particular  method  of  adjusting 
pay  should  be  changed.  A  flat  5  per  cent  reduction  was  made.  That 
was  in  1878.  In  1884  Postmaster-General  Gresham,  looking  at  the 
subject  from  a  different  standpoint,  issued  a  new  order,  which  directed 
a  change  of  method.  That  order  was  not  to  take  effect,  of  course, 
until  the  next  general  weighing,  several  months  later.  The  order 
was  referred  to  the  Attorney-General  of  the  United  States  bv  Post- 
master-General Hatton,  who  succeeded  Gresham,  the  following 
month,  with  full  explanation  and  illustration  of  the  method.  The 
Attorney-General  decided  that  the  old  method,  which  is  our  present 
method,  was  the  legal  and  proper  one.  More  than  ten  years  later, 
the  same  construction  of  law  having  continued,  Postmaster-General 
Vilas,  to  whom  I  have  referred,  came  to  be  Postmaster-General,  and 
his  views  on  that  subject  are  given  in  a  very  long  letter,  a  copy  of 
which  I  will  leave  with  the  committee.  I  have  quoted  a  portion  of 
it  in  the  letter  prepared  for  the  committee  to  which  I  have  referred, 
but  as  it  discusses  every  phase  of  the  subject,  the  committee  may  want 
to  print  the  entire  letter.  That  letter  went  to  the  extent  of  saying 
that  no  other  construction  of  law  was  possible,  in  his  judgment;  no 
other  con«^truction  would  be  equitable. 

A  brief  paragraph  in  that  letter  shows  the  attitude  of  Senator 
Vilas  at  the  time  as  favorable  to  a  change  of  the  law  for  other 
reasons.    He  says: 

I  hnve  conRtnntly.  both  in  the  Department  and  since  T  have  been  In  the  Sen- 
ate, believed  thnt  the  system  for  the  oompensntlon  of  rnilronds  for  cnrr>-ln;5 
mails  is  most  unfnlr,  unjust  nnd  wron^;  that  It  is  due  the  Government  that 
mails  should  be  carried  on  a  fairer  basis — 
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and  the  basis  he  proposed  was  payment  for  space  rather  than 
weight 

My  impression  is  that  if  you  change  from  the  weight  basis  alone 
to  the  space  basis  alone  you  will  have  even  greater  difficulty  in  ad- 
ministering the  law.  We  will  have  just  as  much  need  to  exercise 
great  care  in  determining  whether  our  officials  over  the  country  are 
using  too  much  space  as  we  have  now  in  ascertaining  whether  the 
railroads  are  carrying  undue  weight  during  the  weighing  periods. 
We  have  regarded  the  joint  basis  of  weight  and  space,  one  checking 
the  other,  as  a  proper  basis  for  adjustment  of  mail  pay. 

As  to  the  claim  that  the  proposed  change  in  the  existing  practice 
in  the  treatment  of  mail  weights  would  reduce  the  pay,  I  may  say 
no  one  has  ever  questioned  it,  and  no  one  can  question  it.  To  divide 
by  7  instead  of  6  the  aggregate  weight  of  mail  cumulating  in  seven 
days  would  give  a  lighter  daily  average,  as  must  be  apparent  to  any 
mathematician.  Now  what  did  Mr.  Vilas  say  the  intent  of  the  law 
was?  The  intent  of  the  law,  as  explained  by  the  Attorney-General, 
Senator  Vilas,  and  others,  was  this:  To  make  the  week's  accumula- 
tion of  mail  weighed  on  six  days  determine  a  basis  for  the  compeiva- 
tion  of  the  road  carrying  mails.  Most  roads  carry  the  week's 
mail  on  six  days  in  the  week,  and  some  roads  carry  some  mail  on 
the  Sabbath,  or  Sunday.  No  road  carries  as  much  mail  on  Sunday 
as  on  one  of  the  other  six,  because  there  are  many  mail  trains  not 
scheduled  on  Sunday.  Some  roads  carrv  only  one  mail  train  on 
Sunday.  So  that  to  give  full  effect  to  Sunday  as  a  division,  it  is 
said,  would  not  be  exactly  equitable.  We  have  nothing  to  say  about 
it,  except  that  we  construe  the  law  as  we  find  it.  It  will  be  the  con- 
tinued policy  of  the  Department,  along  the  line  I  have  been  follow- 
ing, to  secure  the  best  obtainable  service  for  the  least  expenditure. 
And  I  call  attention  to  this  fact,  that  in  the  sections  which  we  are 
about  to  weigh  in  the  next  few  months,  the  Middle  West,  where  the 
railroads  are  paralleling  each  other  and  crossing  each  other  in  all 
directions,  we  nave  a  larger  number  of  routes  that  do  not  carry  any 
mails  on  Sunday  than  routes  that  do  carry  mails  on  Sunday.  The 
routes  that  do  not  carry  their  mails  on  Sunday  get  the  accumulation 
from  Saturday  night,  12  o'clock  midnight,  until  Sunday,  12  o'clock 
midnight,  in  the  Monday  tabulation.  The  routes  that  have  the  Sun- 
day trains  get  the  same  mail  exactly  in  their  Monday  tabulation, 
but  they  give  us  improved  service  by  a  willingness  to  expedite  that 
mail,  which  otherwise  would  lie  over  until  Alonday,  and  we  need 
that  expedition.  Every  populous  community  in  the  country  needs 
such  expedition,  and  hence  if  arrested  at  any  point  serious  loss  in  a 
business  way  would  be  inevitable. 

In  the  State  of  Pennsylvania  we  have  more  than  three  times  as 
many  routes,  if  I  remember  right,  that  are  not  carrying  mail  on 
Sunday  as  we  have  routes  carrying  Sunday  mails.  We  have  more 
routes  in  New  York  State  not  carrying  Sunday  mails  than  routes 
which  are,  showing  that  if  you  adopt  any  new  method  it  will  be  im- 
portant, as  Mr.  Vilas  says,  to  provide  that  the  road  giving  the  l>est 
service  will  get  less  reduction  of  pay  than  the  roads  that  are  giving 
a  limited  service. 

As  I  said,  the  Department  is  making  no  argument  on  this  subject; 
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it  simply  stands  on  the  construction  of  the  hxw  and  the  practice  run- 
ning back  through  a  series  of  thirty  or  forty  years,  construed  by  the 
Attorney-General  of  the  United  States  and  by  all  administrative 
officers,  including  lawyers  as  able  as  Mr.  Bissell  and  Mr.  Vilas,  both 
of  whom  say  that  any  other  construction  of  the  law  would  defeat  its 
intent  and  be  inequitable.    The  question  has  been  adjudicated  if  anv 

!uestion  before  the  Department  can  be  said  to  have  been  adjudicated, 
n  the  opinion  of  a  court,  as  I  am  advised,  such  executive  construc- 
tion continued  and  sustained  through  a  long  series  of  years  should 
remain  undisturbed,  especially  as  there  is  another  way  and  a  simpler 
way  to  reach  the  result.  Congress  can  by  a  few  lines  in  any  bill,  just 
as  they  did  in  1876  and  in  1878,  reach  a  reduction  of  mail  pay  by  Bay- 
ing that  there  shall  be  a  flat  reduction  or  a  sliding  reduction  of  10,  20, 
or  30  per  cent  or  to  any  extent  they  choose. 

The  commission  appointed  a  few  years  ago  did  not  seem  to  think 
a  flat  reduction  was  exactly  wise,  as  certain  small  roads  are  not  get- 
ting more  than  they  should.  Therefore  the  suggestion  to  have  such 
a  law  as  would  afiFect  only  the  larger  roads  or  perhaps  the  roads 
carrying  more  than  5,000  pounds  a  day.  Now,  I  am  prepared  to 
say  that  either  one  is  a  feasible  i>roposition,  entirely  feasible.  Con- 
gress could  reach  a  result  in  this  way:  They  could  take  the  per- 
centage of  sQcond-class  mail,  net,  which  was  accurately  ascertained 
in  the  special  weighing  of  1900,  and  provide  that  on  that  low- 
grade  traffic  (28.34  per  cent  of  the  entire  traffic)  carried  on  every 
route  averaging  daily  over  5,000  pounds,  or  any  higher  daily  w^eight, 
such  per  cent  oeing  second-class  matter  on  which  we  derive  reve- 
nue of  only  1  cent  a  pound — that  that  particular  proportion,  when 
tabulations  are  made,  shall  be  adiustecl  at  not  exceeding  a  given 
percentage  of  the  lawful  rate,  whether  it  be  90  per  cent,  80  per  cent, 
or  50  per  cent  of  the  lawful  rate.  I  don't  know  of  course  what  the 
Postal  Commission  may  determine,  but  evidently  it  expects  that  in 
some  way  this  large  mass  of  publications,  yielding  a  revenue  of  only 
1  cent  per  pound,  shall  be  carried  at  less  transportation  rates. 
Though  there  are  some  who  will  object  to  that,  the  popular  expecta- 
tion can  be  met  by  providing  in  the  bill  that,  say,  25  per  cent,  or,  tc 
be  exact,  28.34  per  cent,  on  every  route  carrying  5,000  pounds,  or 
perhaps  2,500-  pounds,  and  up  to,'  say,  200,000  per  day,  shall  have  a 
reduction  of  25  per  cent;  every  route  carrying  over  200,000  pounds 
per  day  shall  have  a  reduction  of  50  per  cent  on  second-class  publi- 
cations, the  proper  percentage  of  such  matter  to  be  ascertained  by  a 
special  weigning,  say,  once  in  seven  years.  That  reaches  a  result 
which  all  tnese  other  suggestions  are  seeking  to  reach,  a  reduction 
of  railway-mail  pay.  And  it  leaves  all  oi  the  small  routes,  the 
routes  that  are  and  the  routes  that  are  not  carrying  Sunday  niail, 
willing  to  give  the  Department  all  facilities  needed  for  our  rapidly 
growing  service.  I  can  not  of  course  say  that  a  reduction  of  pay  on 
large  routes  will  enable  us  to  maintain  present  facilities. 

Mr.  Steenerson.  That  is  the  proposition  in  my  bill  introduced 
at  this  session  of  Congress. 

Mr.  Shallenberger.  This  is  simply  suggested  for  the  committee 
to  consider,  I  shall  be  very  glad  to  give  fiirther  consideration  to  it, 
and  answer  any  questions  or  submit  any  further  information. 
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Mr.  Stebnbrson.  I  would  like  to  ask  before  we  leave  that  point, 
if  this  method  of  ascertaining  the  weight  would  not  be  improved 
if  instead  of  taking  the  workmg  days,  we  will  say,  we  divided  by 
78  instead  of  by  90.  If  you  divide  by  90,  that  is,  the  whole  number 
of  days  upon  which  the  mail  is  weighed — for  instance,  in  a  90-day 
period,  if  they  weigh  90  days,  and  then  divide  by  90,  it  would  give  in 
the  common  understanding  of  the  words,  the  average  per  day,  would 
it  not? 

Mr.  Shallenbergbr.  That  would  give  the  average  per  day. 

Mr.  Steenerson.  Would  it  not  be  more  fair  to  tnen  give  the 
roads  who  carry  only  six  times  a  week  only  six-sevenths  of  that? 
You  would  ascertain  then  the  average  weight  per  day  for  90  days, 
as  the  law  requires. 

Mr.  Shallenbergbr.  That  would  be  true. 

Mr.  Steenerson.  When  they  failed  on  Sunday,  then  give  them 
six-sevenths. 

Mr.  Shallenbergbr.  That  would  be  true,  but  a  reduction  of  pay 
on  most  routes. 

Mr.  Steenerson.  Then  you  would  pay  in  proportion  to  the  service. 

Mr.  Shallenbergbr.  Yes.  But  it  is  that  particular  class  of  route 
(seven-day  route)  that  Congress  has  at  no  time,  neither  in  1876, 
1878,  or  since,  attempted  to  reduce  the  pay  upon.  For  instance,  take 
a  little  road  10  miles  in  length  with  one  or  two  post-offices  between 
the  terminals.  The  question  comes  up  as  to  whether  we  shall 
contract.  The  star-route  contract  may  cost  us  $500',  and  a  rural 
route  10  or  12  miles  in  length  outward  would  cost  $720.  All 
we  can  possiblv  pav  the  railroad  under  the  law  for  carrying  200 
pounds  of  mail  daily  over  that  route  is  $427.50  per  annum,  and  in 
addition  to  service  the  railroad's  messenger  must  call  for  the  mail 
at  terminal  points  and  intermediate  offices,  if  located  within  a 
quarter  of  a  mile  of  the  station,  bringing  the  mail  to  the  train  and 
taking  the  mail  from  the  train  to  the  office.  The  messenger  service 
connected  with  the  small  roads  is  enough  to  cause  protest.  Now  if 
we  attempt  to  reduce  pay  on  such  roads  when  they  add  a  Sunday 
train  by  one-sixth,  or  one-seventh,  we  will  have  still  more  em- 
barrassment j  but  if  you  leave  the  term  working  day  in  the  law 
as  it  is,  which  seems  to  work  equitably  all  over  the  country,  and 
reduce  by  other  provisions  the  pay  on  the  larger  routes,  you  are 
reaching  the  object  sought  in  the  manner  I  have  suggested. 

Mr.  Steenerson.  I  understand;  but  have  you  any  data  showing 
that  these  routes  that  do  not  carry  mail  on  Sunday  are  the  routes 
that  are  the  light  routes? 

Mr.  Shallenberger.  That  question  I  apprehended  might  be  asked, 
so  I  have  collected  some  data. 
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Following  is  the  data  referred  to : 

Railroad  mail  routes  in  Massachusetts  at  the  time  of  the  regular  quadrennial 

weighing,  fall  of  1904. 


Route. 

Week-day 

and 
Sunday 
service. 

Week-day    ' 
service      ,                 Route, 
only. 

Week-day 

and 

Sunday 

service. 

Week-day 
service 
only. 

104001 

Pounds. 
92,457 

Pounds.     \ 

'    104049 

Pounds. 

Poumdt. 

1,294 

104002 

312 

104050 

76S 

104003  

2.942 

1>U)61 

2.724 

104004 

ai8  1 

104052 

fiOl 

104005 

223 
195 

104053 

Vacant. 

Vacant. 

10,607 

926 

Vacant. 

Vacant. 

Vacant. 

Vacant. 

Vacant. 
4,452 
1,656 
1.848 

1OI006 

1    104051. 

104007 

'•"^, 

104055 

1O4008 

1040!M 

10401)9 

24R 

1,  104067 : 

104010 

70    '    1040M  

104011 

22,941 

104069 

104060 

104012 

665 

1(M013 



290       104061 

1,623    ,    104062 

172    !    104063 

268        104064      ,    -    - 

101014. ..7 

104015 

104016 

104017 

202  , 

104065 

168 

104018 

524 
896 

104066 - 

433 

104019 

104087 

21.505 

104020 

936  ' 

1040t« 

9W 

10^021 

15,428 

104069 

12S 

104022 

ire! 

260 

104070 

189 

104023 

104071 

207 

104024 

856  ! 

104072 

Vacant. 

Vacant. 

3,259 

Vacant. 

104025 

172,329 

104073 

104026 

77  I 
104  ! 

104074 



104027 

104075  

1W028 

1,479 
1,134 

104076 

ar 

104029 

104077 

169 

104030 

232  1 
271 
540  1 
850 

104078 

762 

484 

1.148 

104031 

104079        

104032 

1O40H0 

104033 

104081 

245 

104034 

Vacant. 

89,469 

921 

104082 

601 
Vacant. 
Vacant. 

398 

104035 

104083 

104086 

1    104084 

104037..... 

895| 

104085 

104038 

7,069 

104086 

T29 

104039 

106 

100  1 

104087 

» 

104U40 

104088 

300 

104041 

89,469 

Vacant. 

1,195 

2,622 

1O40S9 

91 

104042. . 

104090 

767 
Vacant. 
Vacant. 
Vacant. 
Vacant. 

783 

104043 

loioai 

104044 

;     104092 

104945 

2,752  j 

104093 

104046 

2.390 

104094 

104047 

934 
1 

104095 



104048 

263 

1 

Ninety-five  routes:  18  vacant  routes;  36  with  Sunday  service;  42  without  Sunday  service. 

Kentucky  railroad  mail  routes  at  the  time  of  the  regular  quadrennial  u?eighltty, 

spring,  1904. 


Route. 


We€k;day|   week^lay 

1^^  I    -r 


Route. 


129001 

129002 

1 
'    Pounds. 

335  1. 

6,696    . 

1,809:. 
1          36,931    . 

Pounds. 

129014 
129015 

129003 

129016 

129004 

129017. 

129005 

87 

129019 

129006 

129007 

i               7361. 

'           5,810  1. 

129020 
129021 

129008 

16,315  1. 

129022 

129009 

9.940  |. 

12:K)23 

129010 

232 

129024 

129011.- 

1.028  !. 

129026 

129012 

•         1 

298  , 
375 

129026 

129013 

1 

1 

129027 

Week^«y  Weekday 

^^°^  service 

Sunday        *  -** 
service. 


only. 


Pounds. 

'.\ i.sffl'l 

.1  6,556  . 

.'  2,681  I 

!' 24,"i08*[ 

86,066* 


Pounds. 
7C 


IM 


156 
189 

lis 

879 


415 
912 
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Kentucky  railroad  mail  routes  at  the  time  of  the  regular  quadrennial  teeighingj  spring 

iW^— Continued. 


129039. 
129040. 
129041. 


Route. 


weekday        ,,,^,y 

Sunday    '     ««^^'*«« 
service. 


only. 


Route. 


129028 

Pounds. 

Pounda. 
291 

129029 

1 

68 

1-Z»030 

1 

659 

i2go:n 

803 

129082 

4.647 
6,269 

129U33 

129034 

1.260 

129035 

202 

129086 

63 
8,183  ' 

129087 

129042. 
129043. 
129044. 
129045. 
129046. 
129047. 
129049. 
129050. 
129051. 


129U66. 

8,623    I    124057. 

129058. 

129059. 


312 


^\'"*'' I  Week-day 


Pounds.    '    Pounds. 

I  476 

i  500 


1,157  ' 


1,423 
87 


19.981 


804 
603 
67 


27,030 


289 


Twenty-five  routes  with  Sunday  service;  29  without  Sunday  service. 

Statement  of  Iowa  (third  section)  railroad  routes^  showing  weights  of  mails 
carried  as  per  last  quadretinial  weighing  (1908)  and  routes  on  which  there  is 
Sunday  service. 

[Sunday  service  indicated  by  the  asterisk  (♦).] 


Route. 

Weight. 

Route. 

1 

Weight. 

343001 

♦18,504 

1,332 

♦4,488 

77 

♦146,0M 

l,-233 

♦3,070 

1,187 

♦1,073 

♦4.327 

Vacant. 

♦5,437 

445 

♦12,264 

72:^ 

638 

♦4,910 

356 

2,215 

1.622 

♦997 

♦1.706 

422 

468 

♦6,166 

3,599 

1,406 

♦5,919 

♦•22,211 

♦12,116 

♦2,135 

327 

♦2,131 

1,956 

171 

57 

214 

♦2,233 

296 

553 

824 

701 

384 

♦789 

41)8 

l,36i 

♦3,581 

310 

1    143049  

♦601 

143002  

143050 

1,226 
♦916 

143003       

,    143051  

143004 

;    143052 

♦1,489 
623 

143005 

143053 

143006 

,    143054  

367 

143007 

H3a'>5" 

♦1,734 

14300S  

1    143056 

♦224 

143009 

I    143057 

671 

143010  

,    143L58 

261 

14J011  

'   143069 

495 

143012  

'    143060  

♦8,C90 
101 

14:W13 

143061  

148J14  

143062  

321 

143015  

1    143063 

♦  8. 243 

143016 

143064  

388 

143017 

1    143065 

928 

143,118 

143066  

♦8,791 
991 

143019  

1    143067 

143020 

'    143068  

91 

143621  

'    14  069 

♦3,901 

143022         

143070  

♦4,687 

143023 

1    143071  

♦764 

143024       

143072    

443 

143025 

143073 

♦35,661 

143026 '  . 

1 43074             

Vacant. 

143027  

14  075  

120 

143028  

143076 

1.237 

14:^029 

,    148077  

♦1,619 

143030 

143078  

387 

143031  

143079  

397 

143032 

1    143080 

♦376 

143083  

143081  

♦1,374 

143034  

143082  

885 

143(  8  > 

1    143083  

644 

143036  

.    143084 

1,478 

143037  

'    143  85  

188 

143038  

14:^086 

♦1,468 

143039  

143087    

265 

143040 

14:i088 

210 

143011 

1    143089  

Vacant. 

143042  

143090  

455 

143043 

|l    143091 

303 

143044 

143092  

242 

148045 

1     143093  

55 

143046 

:     143094  

♦617 

143047         

'i    14:«)95 

I     143096 

206 

148048 

Vacant. 
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StatemerU  of  Iowa  (third  udion)  railroad  routes^  showing  vteigkls  of  maiU  carried  ae  pet 
last  qu<JLdrenni(il  veighing  (J 90S),  etc. — Continued. 


Route. 


Weight. 


143097 :  ♦ftSft 

143098 *4.256 

143099 ♦SSO 

143100 r>44 

143101 765 

143102 1  VHCnnt. 

148103 1  •3,011 

148104 65 

143ia5 Vuoflnt. 

148106 Vacant. 

148107 1  155 

143108 375 

143109 '  *  11,536 


Route 


143110  . 

143111  . 
143112. 
143113. 
143114  . 
143115. 
1 13116  . 

I  143117. 

143118. 

143119. 
I  143120  . 
!  143121  . 
I  143122  . 


Weight, 


Vacant. 

190 

453 

817 

•9K 

Vacant. 

Vacant. 

138 

•«7 

Vacant. 

118 

Vacant. 

88 


One  hundred  and  ten  routes;  44  with  Sunday  service;  66  without  Sunday  service. 
Kanms  railroad  mail  routes  at  the  time  of  the  regular  quadrennial  veighing,  spring,  1906. 


Route. 

Week-day 

and 

Sunday 

service. 

'    I\)vndti. 

17, 567 

Week-day 
service 
only. 

Route. 
I.\5a53 

Week-day 

and 

Sunday 

service. 

Pounds. 
902 
4,991 

Week-day 

service 

only. 

165001 

Pound9. 

Pounds. 

15.«)002 

174 

1.5r>054 

165003 

8,113 

5,708 

2.923 

7,539 

3, 836 

155055 

201 

155004    .        .     . 

l.V)0,56 

652 

155005 

155057 

1.818 
469 

165006     

15fi059 

i.vsoo? 

155060 

480 

155008      

:«,969 

942 

47, 734 

16,289 

11,628 

l.->,5061 

1 

249 

l.^ioOOO 

1.550<>2 

207  ' 
7,841 
11,169 

155010      

i.5.^a 

1,55011 

l.V)0(V4 

155012     

I,5.50(i5 

180 

155013 

632 
869" 

IhnOm 

57 

l.ViOU 

97 

'.!!!!!'.!!i i,'266', 

849  ' 

18,564  1 

5.703 

2.877  1 

4,404  1 

4.928  I 

675 

989  ' 

1.5.5067 

8,863 

155015 

1.55tti8 

910 

155016    

I.V1O69 

349 

1,755 

300 

l.V)017 

155070 

155018 

l.ViOTl 

15.5019 

146072 

105 

155020 

155073 

1,814 

362 

25,725 

701 



156021 

165074 

155022 

1,55075 

15,5023      

i.'iii" 

1.-16076 

15.5024 

1.%W7 

l,Vi078 

343 

155025 

141 

155026 

2,170' 

i 

'.'."..'. i  321 

1.S.5079 

1,509 
3,708 

165027 

155028 

179 
614 

'  I.-V^jSO 

1,55:)S1        

43 

155029 

15V)82 

l.V)0S3 

1,5.5C84 

is.  833 
16.505 
14.818 

I5-1O3O 

792 

165031            

6,072  1 

'.'..'.'.'.'.'.'. 602' 

'.'.!*.'.!!!."i 7,'862' 

2.645 

!!!!."*.".".". 372" 

4,4.56, 

6,216  ! 

'.'.'.'.'.'.'.'/. 876"' 

!!]*.!'.'.".!|  891' 

!!;'.'.;!.'!j i'm' 

!!!!!!!!!■ i;6i5" 

iH  COR 

1.55032 

'   426 
274' 

1.55085 

882 

155033 

1.550>6 

2,604 
443 

15.'',0:J4  

1.55087 

155035 

1.55088 

1,915 

155036  

liV)089 

14,860 

155038 

287 

1.5.5090 

272 

l.\5C3)            

15.V)91 

12,655 

155040 

1  1.5.t09'2 

58 

155041              .  .. 

1  1.55093 

134 

156042 

391 

36C' 

213 

376 

227' 

15.'^^I94  

i49 

1.55043 

155044 

155095 

2,848 

1  155096 

146 

155046 

1  155097 

592 

155047 

ir5)99     

283 

165048 

1.5.5100 

62,938 

1550-19 

155102        

81 

166050        

155103 

87 

155051 

1  1.55104 

6ae 

155052 

1.5.5105 

875 

1          1                          1 

One  hundred  routes— 64  with  Sunday  service,  86  without  Sunday  service. 
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I  have,  for  instance,  taken  for  the  State  of  Massachusetts  the  regu- 
lar quadrennial  weighing  in  1904,  and  have  grouped  here  the  routes 
in  that  State  by  number,  having  a  Sunday  service,  and  the  routes 
that  have  not  a  Sunday  service,  with  the  respective  weights  on  each. 
I  will  leave  that  with  you.  I  also  have  the  State  of  Kentucky,  and 
I  find  that  the  routes  in  Kentucky — ^the  Sunday  routes,  and  those 
without  Sunday  routes — are  given,  together  with  the  weights.  In 
that  State  you  will  see  that  there  are  without  Sunday  service  routes 
carrying  1^23  pounds  daily,  1,260  pounds,  503  pounds,  659  pounds, 
and  so  on,  whereas  the  routes  having  Sunday  service  are  larger. 
There  is  one  as  large  as  36,000  pounds  in  the  State  of  Kentucky. 
Passing  over  to  the  State  of  Iowa,  which  is  another  representative 
State,  we  have  both  classes  of  routes  given,  taken  from  our  records 
at  the  last  weighing  period.  In  the  State  of  Kansas  we  find  a 
larger  proportion  of  Sunday  service  than  in  either  of  the  other  States 
selectea  as  sample  States. 

I  will  say  that  New  England  especially — but  many  sections  of  the 
country  are  averse  to  Sunday  service,  there  being  both  a  civic  and 
a  religious  feeling  against  it. 

Mr.  Steenehson.  And  even  where  the  mail  is  heavy  they  do  not 
carry  it  on  Sunday. 

Mr.  SiiALLE^BERGER.  Thcv  do  not  desire  mail  in  some  places  on 
Sunday.  In  the  State  of  New  York  there  is  a  suburban  city  of 
20,000  or  25,000  people  that  protested  bitterly  for  a  time  against  any 
Sunday  service  at  all.  I  assume  that  it  was  largely  that  sentiment 
that  led  to  the  working-day  clause  in  the  legislation  of  1873.  When 
a  road  finds  it  can  only  carry  mail  on  three  days  of  a  week  our  prac- 
tice is  to  divide  the  aggregate  weight  of  the  seven  days'  mail  by  6, 
and  give  one-half  of  full  compensation  for  the  three  days'  service. 

Mr.  Steenerson.  Why  should  you  not  then  take  the  weight  of  the 
mail  for  ninety  days  and  use  90  as  a  divisor  for  obtaining  the 
average,  and  then  give  them  three-sevenths? 

Mr.  SHALI.ENBERGER.  I  think  I  have  suggested  perhaps  the  equity 
of  that  as  to  pro  rata,  but  the  pay  would  be  reduced.  The  Monday 
mail  is  usually  much  larger  than  the  Sunday  mail  under  any  circum- 
stances. Many  post-offices  are  not  open  on  Simday  except  for  a  short 
time,  so  Sunday,  not  being  a  full  day,  would  not  be  in  the  opinion  of 
some  an  equitable  factor  in  the  divisor.  The  six  working  days  in 
each  week,  if  they  include  Sunday  mail,  are  supposed  to  give  results 
as  nearly  uniform  in  the  carriage  of  mail  matter  as  possible,  and 
hence  they  are  the  basis  of  mail  pay. 

Mr.  Steenerson.  Yes;  but  where  it  carries  the  mail  only  three 
times  a  week,  it  always  carries  it  on  working  days. 

Mr.  Shallenberger.  Yes. 

Mr.  Stbenerson.  And  then  you  would  necessarily  simply  divide 
by  the  whole  number  of  days  upon  which  it  was  weighed.  There 
is  no  question  of  Sunday  in  that  problem. 

Mr.  Shallenberger.  No. 

Mr.  Steenerson.  And  there  is  nothing  in  the  law  that  would  au- 
thorize you  to  use  the  best  divisor  in  the  actual  number  of  days  in 
which  the  mail  was  ascertained. 

Mr.  Shallenberger.  But  I  have  said  that  as  postal  officials  we  are 
not  at  all  concerned  as  to  this  particular  divisor.  We  can  tabulate 
either  way  that  Congre&s  thinks  best.    We  simply  want  to  put  before 
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you  what  has  been  the  practice  under  sanction  of  law,  why  it  has  been 
the  practice,  who  have  investigated  the  practice,  and  what  they  have 
said  about  it. 

The  Chairman.  Let  me  ask,  in  connection  with  Mr.  Steenerson's 
last  inquiry,  what  is  the  divisor  where  the  mail  is  carried  over  a 
route  only  three  times  a  week? 

Mr.  Shallenberger.  The  divisor  is  six. 

The  Chairman.  Based  upon  six  working  days. 

Mr.  Steenerson.  You  spoke  a  moment  ago  about  the  reasonable- 
ness of  reducing  railway  mail  pay  upon  those  roads  where  the  traffic 
was  heavy,  and  pointed  out,  I  believe,  that  in  your  judgment  the 
railway  mail  pay  on  the  light  routes,  as  now  ascertained,  was  very 
low  for  that  amount  of  service. 

Mr.  Shallenberger.  In  some  cases  so  low  that  we  have  great  diffi- 
cultv  in  changing  from  the  star  to  the  railroad  service. 

Mr.  Steenerson.  In  fact,  lower  than  the  rural  and  star-route  pay? 

Mr.  Shallenberger.  In  many  cases;  and  yet  it  is  twenty  times  as 
much  for  200  pounds  daily  as  the  pay  on  the  large  routes. 

Mr.  Steenerson.  Now,  on  the  heavy  routes,  the  idea  of  space  and 
weight  enter  in  as  factors  in  ascertaining  the  amount  of  pay;  that  is, 
the  theory  of  your  Department  that  both  of  those  are  now  factors 
in  determining  pay? 

Mr.  Shallenberger.  Yes. 

Mr.  Steenerson.  'V^Tiere  they  have  special  mail  trains  which  carry 
mail  in  storage  cars  the  principle  upon  which  the  railway  mail  routes 
was  fixed,  space  and  weight,  is  altered,  is  it  not,  so  as  to  really  use 
less  space  than  was  originally  contemplated  ? 

Mr.  Shallenberger.  Less  space,  yes. 

Mr.  Steenerson.  For  instance,  there  are  many  of  our  storage  cars 
on  these  special  railway  trains  that  carry  45,000  pounds  in  one  car, 
are  there  not? 

Mr.  Shallenberger.  If  that  weight  per  car  has  been  reached,  it  is 
where  publications  using  heavy  paper,  like  magazines  and  such,  are ' 
packed  solid. 

Mr.  Steenerson.  The  capacity,  I  believe,  is  45,000  pounds? 

Mr.  Shallenberger.  We  do  not  so  call  it.  The  average  capacity  is 
not  anything  like  that. 

The  Chairman.  That  is  on  account  of  the  division  of  the  car. 

Mr.  Steenerson.  Mr.  Shallenberger,  I  have  seen  postal  cars  on  the 
road  here  in  Washington  marked  "  45,000  pounds  capacity." 

Mr.  Shallenberger.  That  may  be  when,  as  I  have  suggested,  con- 
taining solid  matter. 

Mr.  Steenerson.  I  would  suggest  that  you  inquire  of  your  sub- 
ordinate in  regard  to  that. 

Mr.  Shallenberger.  I  will  ask  Mr.  Grant,  the  assistant  general 
superintendent  of  railway  mail  service,  to  answer  that  question. 

Mr.  Grant.  We  consider  10  or  11  tons  a  carload. 

Mr.  Steenerson.  You  consider  thf^t  a  carload? 

Mr.  Grant.  Yes,  sir. 

Mr.  Steenerson.  But  the  capacity  of  the  car,  as  marked  on  the 
outside,  is  45,000  pounds. 

Mr.  Grant.  I  consider  that  the  capacity,  because  the  railroad  people 
will  not  allow  any  more  in  it.    They  do  not  consider  it  safe. 
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Mr.  Steenerson.  Have  you  seen  postal  cars  with  the  capacity 
"  45,000  pounds  "  marked  on  the  outside? 

Mr.  Grant.  I  don't  remember  of  seeing  it. 

Mr.  SHALLENBFJtGER.  We  would  find,  I  think,  if  we  weighed,  this 
result :  In  the  cars  leaving  New  York,  filled  with  newspapers  in  sacks, 
probably  a  weight  of  22,000  pounds;  with  magazines  of  neavy  paper, 
packed  solid  and  square  in  sacks  and  packed  solid  in  the  car,  a  re- 
sult of  perhaps  40,000  pounds. 

Mr.  Steenerson.  The  result  is  according  to  the  way  it  is  packed, 
but  the  storage  cars  will  carry  10  or  12  tons? 

Mr.  Shallenberger.  Yes,  as  an  average  load; 

Mr.  Steenerson.  Or  22,000  pounds.  And  what  is  the  average  load 
of  the  R.  P.  O.  car  that  is  used  for  distribution  purposes? 

Mr.  Shallenberger.  From  2^  to  4  tons. 

Mr.  Steenerson.  From  5,000  to  8,000  pounds? 

Mr.  Shallenberger.  Yes;  I  should  perhaps  say  2  tons  to  4  tons. 

Mr.  Stafford.  How  much  in  the  50- foot  car? 

Mr.  Shallenberger.  I  will  ask  Mr.  Grant  to  answer  that  question. 

Mr.  Grant.  It  l-uns  from  2  to  4  tons  in  the  40  to  60  foot  cars.  I 
do  not  think  the  60- foot  cars  will  avera^  more  perhaps  than  3^  tons, 

Mr.  Steenerson.  Can  you  also,  in  this  connection,  give  the  weight 
of  those  cars  of  the  different  sizes  in  order  that  we  may  ascertain  the 
amount  of  dead  weight  to  the  amount  of  freight  carried? 

Mr.  Grant.  The  weight  of  the  60- foot  car  is  about  100,000  pounds. 

Mr.  Steenerson.  And  that  carries  about  8,000  pounds? 

Mr.  Grant.  I  should  say  so. 

Mr.  Steenerson.  And  the  55-foot  car  weighs  how  much — about 
90,000  pounds? 

Mr.  Grant.  Eighty-five  or  ninety  thousand  pounds,  I  should  say. 

Mr.  Steenerson.  That  carries  about  how  much  mail  ? 

Mr.  Grant.  About  5,000  pounds. 

Mr.  Steenerson.  And  the  smallest  R.  P.  O.  car  is  a  40-foot  car. 
That  weighs  how  much  and  carries  how  much? 

Mr.  Grant.  I  don't  rmnember  the  figures  for  the  40-foot  car.  There 
are  very  few  40- foot  cars  built. 

Mr.  Steenerson.  I  suppose  it  is  about  in  the  same  proportion. 

Mr.  Grant.  I  should  say  so. 

Mr.  Steenerson.  Mr.  Shallenberger,  the  fact  that  this  mail  can  be 
carried  in  storage  cars  is  a  factor  that  would  be  an  argument  in  favor 
of  reduced  railway  mail  pay  for  those  routes,  would  it  not? 

Mr.  Shallenberger.  It  would  be  an  argument  in  favor  of  apply- 
ing any  reduction  to  those  routes  more  largely  than  to  the  smaller 
routes. 

Mr.  Steenerson.  Because  the  dead  weight  of  the  car  in  propor- 
tion to  the  load  it  carries  is  very  much  less. 

Mr.  Shallenberger.  Verv  much  less.  And  I  might  add  to  what  I 
have  said  another  reason  wny  I  think,  from  the  departmental  stand- 
point, it  would  work  well  to  have  a  different  rate  on  that  class  of 
matter.  We  find  that  all  the  cities  of  the  country  are  producing  more 
and  more  of  second-class  matter.  I  wduld  not  say  tnat  the  growth 
is  not  in  the  interest  of  progress  in  general  education  and  civilization, 
and  for  the  betterment  of  the  country,  as  other  countries  so  regard  it. 
Canada  has  half  a  cent  per  pound  rate  for  second-class  matter.  Peru 
has  recently  agreed,  as  I  am  advised,  to  carry  second-class  matter 


166  POST-OFFICE   APPROPBIATION   BILL. 

tree.  Inasmuch  as  we  want  to  carry  only  legitimate  second-class 
matter  and  rule  out  the  illegitimate,  let  us  not  longer  tempt  the  rail- 
roads to  seek  that  class  of  storage-car  matter  in  preference  to  other. 
Let  us  have  reduction  of  expenditure  when  we  fill  a  storage  car, 
particularly  with  that  class  of  mail  matter.  Let  it  be  less  remunera- 
tive to  them  than  other  matter  carried  in  the  other  cars,  so  that  we 
will  not  be  expecting  to  have  them  bid  for  it,  as  it  were. 

Mr.  Steenerson.  Can  you  make  that  more  plain  by  a  concrete 
illustration? 

Mr.  Shallenberger.  No,  I  can  not.  The  suggestion  came  to  me 
and  I  gave  it  without  reflection,  that  if  there  should  be  an  advantage 
to  the  Government  in  having  railroad  companies  less  willing  to 
carry  second-class  matter  than  they  now  are  because  they  would  have 
to  do  so  at  perhaps  one-half  or  three-fourths  of  the  full  compensa- 
tion, it  might  induce  them  to  assist  the  Department  in  checking  the 
undue  production  of  such  matter,  but  we  would  probably  not  find 
that  suggestion  of  any  advantage. 

Mr.  Steenerson.  How  could  the  railroad  encourage  or  discourage 
the  loading  up. of  their  train  with  second-class  matter? 

Mr.  Shallenberoer.  They  could  not.  There  is  no  way  by  which 
they  could  do  it  if  the  matter  was  there  to  be  forwarded. 

Mr.  Steenerson.  You  have  good  reason  to  doubt  that  the  same 
quantity  should  be  carried  whether  the  railroad  was  paid  a  high  rate 
for  carrying  it  or  a  low  rate. 

Mr.  Shaixenberger.  I  would  say,  that  if  the  railway  mail  pay 
were  just  one-half  of  what  it  is  now  on  second-class  matter,  we  might 
have  difficulty  in  securing  the  best  service  from  any  railroad,  and 
possibly  be  confronted  with  the  impossibility  of  securing  it  from 
many.  As  the  annual  compensation  is  reduced  for  any  reason,  the 
desire  to  carry  the  traffic  is  reduced;  and  the  willingness  to  carry  a 
particular  traffic  might  be  so  apparent  that  the  ability  to  secure  ade- 
quate facilities  might  be  impaired.  It  might  work  both  ways.  The 
country  demands  that  second-class  matter  shall  go  on  all  small  routes. 
It  will  not,  as  a  rule,  reach  the  small  route  unless  it  starts  on  the  large 
route.  It  is  in  the  interest  of  the  Department  to  see  that  second-class 
matter  shall  have  every  facility  (especially  newspapers)  as  to  speed 
and  as  to  prompt  delivery  on  rural  routes  that  other  classes  of  matter 
have;  givmg  it,  in  fact,  every  facility  that  we  grant  to  other  matter. 
Now,  routes  carrying  less  than  5,000  pounds,  under  my  suggestion, 
would  get  the  full  pay.  The  slightly  larger  routes  that  brmg  that 
class  of  matter  to  small  routes  would  get,  perhaps,  greatly  reduced 
compensation,  and  that  might  seem  to  be  inequitable.  But  standing 
by  what  I  said  before,  I  agree  with  Mr.  Steenerson  in  this  that  the 
proportion  of  dead  weight  to  live  weight  for  a  full  car  of  storage 
mau  is  so  much  less  than  in  a  working  car  that  on  low-grade  tramc 
there  might  very  properly  be  a  reduction  of  mail  pay  confined  to  that 
class  of  matter. 

The  Chairman.  Mr.  Shallenberger,  did  not  Dr.  Henry  C.  Adams, 
the  expert  before  the  last  postal  commission,  known  as  the  Walcott- 
Loud  Commission,  state  that  if  the  storage  car  could  be  filled  to  the 
average  load  of  6  tons,  that  the  rate  of  pay  could  be  reduced  one- 
half  and  still  leave  a  fair  profit  to  the  road  ? 

Mr.  Shallenberger.  My  memory  does  not  serve  me  as  to  whether 
that  statement  was  made  or  not. 
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Mr.  Steenebbon.  Do  you  not  recall  that  Mr.  Adams  did  make  the 
point  that  the  rate  of  pay  should  be  governed  by  the  amount  of  load 
m  the  car  carried;  that  if  the  load  was  increased  the  pay  might  be 
decreased  ? 

Mr.  Shallenbebger.  I  recall  that  he  stated  that  as  a  principle. 

Mr.  Steenerson.  I  think  that  was  his  argument. 

Mr.  Shallenbergeb.  That  was  his  argument,  as  I  remember  it. 

Mr.  Steenebson.  That  if  you  could  increase  it  from  5,000  pounds 
to  75,000  pounds,  you  might  decrease  it  in  proportion  ? 

Mr.  Shallenbergeb.  1  am  not  prepared  to  say  whether  he  modified 
that  at  the  close  of  the  investigation  or  not.  He  was  in  the  Depart- 
ment very  frequently,  conferred  with  us  fully,  and  he  modified  very 
considerably  the  testimony  that  he  gave  in  the  first  months. 

Mr.  Steenebson.  My  recollection  is  that  he  did  not  modify  that 
principle. 

Mr.  Snapp.  If  he  didn't,  that  is  the  only  thing  he  did  not  modify 
and  retract. 

The  Chairman.  I  ask  you  again  if  Doctor  Adams  did  not,  before 
that  Commission,  use  this  language  : 

For  the  purpose  of  emphasizing  the  importance  of  loading  as  essential  to 
determine  the  railway  mail  compensation,  as  well  as  to  suggest  the  line  of 
desired  improvement  in  the  present  railway  mail  service,  it  may  be  added  that 
were  it  possible  to  load  5  tons  in  a  car,  the  expense  would  be  reduced  to 
$1,76G  per  mile  of  line;  that  is  to  say,  a  sum  less  than  one-half  the  amount 
actually  paid? 

Mr.  SiiALLENBERUER.  I  would  reply  again  that  I  have  forgotten 
about  the  testimony.  Five  tons  could  only  apply  to  full  R.  F.  O. 
cai's.     My  memory  does  not  serve  to  carry  the  testimony. 

Mr.  Snapp.  I  think  the  record  ought  to  show  the  page  from  which 
that  quotation  is  made,  Mr.  Chairman. 

The  Chairman.  From  volume  2  of  the  report  of  the  Commission 
of  1898,  page  234. 

Mr.  Snapf.  I  suggest  that  as  we  now  have  only  a  part  of  Mr. 
Shallenberger's  statement,  that  the  letter  addressed  by  him  to  the 
chairman  of  this  committee,  and  made  a  part  of  this  statement,  ought 
to  be  read  and  made  a  part  of  the  record  so  that  we  can  have  the 
whole  of  it  before  us  at  the  same  time. 

Mr.  Steenerson.  Is  that  as  to  the  weight? 

Mr.  Stafford.  It  relates  to  the  methbaof  weighing. 

Mr.  Snapp.  I  do  not  know  what  it  relates  to,  but  it  has  not  been 
placed  before  the  committee. 

Mr.  Steenerson.  I  understood  that  the  General  stated  in  substance 
what  the  letter  contained. 

Mr.  Shali^nberger.  I  made  a  very  brief  reference.  The  letters 
are  both  with  the  chairman,  as  he  received  them  through  the  Post- 
master-General, and  proposed  to  make  them  a  part  of  the  testimony. 

Mr.  Steenerson.  Kecurring  again  to  the  storage  cars  and  to  the 
E.  P.  O.  cars  in  these  special  mail  trains,  have  you  ever  calculated  as 
to  whether  the  extra'  pay  allowed  for  R.  P.  O.  cars  was  equal  to  the 
increased  earnings  of  the  storage  cars — that  is,  whether  it  was  more 
profitable  to  carry  in  a  storage  car  or  in  an  R.  P.  O.  car,  in  view  of  the 
increased  pay  that  is  allowed  for  carrying  in  R.  P.  O.  cars? 

Mr.  Shallenberger.  I  haven't  any  information  which  would  en- 
able me  to  give  an  answer. 
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Mr.  Steenbrson.  I  understand  that  where  a  storage  car  is  carried 
there  is  no  special  railway-car  pay  for  that  car. 

Mr.  Shallenberger.  None  whatever. 

Mr.  Steenfjison.  It  is  only  where  an  R.  P.  O.  car  is  used  that  it 
is  allowed;  but  the  railroad  company,  in  view  of  the  increased  load, 
uses  these  storage  cars  in  preference  to  R.  P.  O.  cars. 

Mr.  Shallenberger.  Not  necessarily  in  preference;  as,  for  in- 
stance, a  full  R.  P.  O.  car  will  not  carry  as  much  mail  as  the  clerks 
can  work  on  the  route.  But  a  storage  car,  being  connected  with  the 
R.  P.  O.  car,  and  being  filled  with  storage  man,  affords  an  oppor- 
tunity to  the  clerk  to  take  mail  from  the  storage  car  into  the  work- 
ing car,  work  it,  and  return  it  to  the  storage  car.  Thus  on  a  long 
route  mail  is  transferred  back  and  forth.  It  is  storage  mail  in  one 
sense  and  working  mail  in  another  sense. 

Mr.  Steenerson.  Who  determines  the  number  of  R.  P.  O.  cars 
with  clerks  in  them,  and  the  number  of  storage  cars? 

Mr.  Shallenberger.  The  Office  of  Second  Assistant  Postmaster- 
General. 

Mr.  Steenerson.  .Your  office  determines  that? 

Mr.  Shallenberger.  Yes. 

Mr.  Steenerson.  AVhat  rule  determines  it? 

Mr.  Shallenberger.  The  report  of  the  division  superintendent, 
carefully  reviewed  by  the  general  superintendent,  and  brought  by  the 
railway  adjustment  division  to  my  attention  for  final  action. 

Mr.  Steenerson.  The  idea  i?  that  it  is  proportioned  to  the  amount 
and  number  of  clerks? 

Mr.  Shallenberger.  The  number  of  clerks  are  really  proportioned 
to  the  size  of  the  car,  made  necessary  by  the  weight  of  mail  and  num- 
ber of  separations.  In  the  East,  for  instance,  and  in  other  sections 
where  the  number  of  separations  is  very  great,  the  postal  car  will 
carry  less  weight  of  storage  mail,  I  think,  than  it  will  in  sections  of 
the  country  where  distances  are  great  between  stations  and  where  the 
number  of  separations  is  not  so  large  as  to  require  a  like  amount  of 
racks  and  casing. 

Mr.  Steenerson.  ^Vhere  are  the  extreme  cases  of  that  kind  ? 

Mr.  Grant.  Illinois  is  probably  a  State  where  we  would  regard 
that  the  mo*^t  separations  are  made  for  the  same  distance. 

Mr.  Steenerson.  How  is  it  as  to  the  transcontinental  routes? 

Mr.  Grant.  They  do  not  require  the  same  amount  of  space  for  dis- 
tribution, because  you  do  not  have  the  same  amount  of  mail  for  any 
one  State.  You  can  work  one  State,  tie  it  out,  and  work  another 
State  in  the  same  case. 

Mr.  Steenerson.  Do  the  transcontinental  routes  permit  a  larger 
proportion  of  the  mail  to  be  carried  in  storage  cars  than  the  routes 
in  New  York  or  Illinois,  for  instance? 

Mr.  Grant.  Well,  I  don't  think  there  is  very  much  difference.  The 
amount  of  storage  space,  of  course,  varies  very  much.  Some  days  we 
have  to  put  on  an  additional  car.  The  storage  space  depends  entirely 
upon  the  bulk  of  the  mail  going. 

The  Chairman.  Take  that  specific  case,  the  transcontinental  mails 
from  Omaha  to  the  coast.  WTiat  per  cent  of  the  mail  carried  on  that 
line  is  distributed  en  route  and  what  per  cent  is  through  mail? 

Mr.  Grant.  I  haven't  got  that  as  to  the  overland. 

The  Chairman.  Can  you  answer  it  approximately,  or  on  any  other 
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transcontinental  route  ?  Is  not  the  per  cent  of  the  through  mail  much 
greater  than  the  per  cent  distributed  en  route? 

Mr.  Grant.  The  amount  of  storage  mail — through  mail? 

The  Chairman.  Yes,  sir. 

Mr.  Grant.  No,  sir.' 

The  Chairman.  Are  you  certain  of  that? 

Mr.  Grant.  On  our  Overland  route? 

The  Chairman.  I  am  speaking  of  that  particular  line. 

Mr.  Grant.  The  Overland? 

The  Chairman.  That  is  what  I  asked  about. 

Mr.  Grant.  Well,  I  should  say  not.  Starting  at  Omaha,  they 
work,  of  course,  every  part  of  Nebraska — Nebraska  has  always  been 
worked  east,  but  they  work  their  own  local,  and  also  Wyoming. 
Thev  work  Utah,  Oregon,  and  Washington.  That  is  all  working 
mail  between  Omaha  and  Green  River.  West  of  Green  River  we 
get  Nevada  and  California,  so  that  that  takes  up  pretty  much  all 
the  mail.  You  have  through  San  Francisco  and  Portland  mail, 
and  large  cities. 

The  Chairman.  Have  you  in  your  office,  Mr.  Grant,  from  which 
you  could  give  the  committee  reasonably  accurate  information,  the 
per  cent  of  mail  carried  on  what  is  known  as  the  Overland  mail  from 
Omaha  to  the  coast?  I  mean  by  that,  what  per  cent  is  through 
mail  and  what  per  cent  is  worked  en  route,  or  distributed  en  route? 

Mr.  Grant.  Why,  yes. 

The  Chairman.  Will  you  be  kind  enough  to  furnish  the  com- 
mittee with  any  information  on  that  particular  line? 

Mr.  Grant.  Yes,  sir. 

Post-Office  Department, 
Second  Assistant  Postmaster-General, 
Railway  Mail  Service, 
WaHhlnijton^  January  19^  1907, 
Dear  Sir:  In  response  to  your  inquiry  as  to  the  p(*r  cent  of  storage 
mail  carried  on  the  overland  route  between  Omaha  and  San  Fmncisco, 
I  have  to  advise  you  that  between  Omaha  and  Ogden  the  daily  average 
weight,  based  on  the  figures  of  last  weighing,  is  about  110,000  pounds 
west  bound,  of  which  it  is  estimated  that  48  per  cent  is  through  mail — 
that  is,  mail  not  worked  between  termini.     East  bound,  the  weight  is 
about  37,000,  of  which  it  is  estimated  61  per  cent  is  through  mail. 

On  the  line  between  Ogden  and  San  Francisco  the  weight,  west  bound, 
is  about  78,000  pounds;  ea^t  bound,  about  20,000  pounds,  of  which  it 
is  estimated  35  per  cent  of  the  mail  carried  west  bound  is  storage  mail 
and  60  per  cent  east  bound. 

You  understand,  of  course,  that  a  large  portion  of  the  through  mail 
between  Omaha  and  Ogden  is  working  mail  between  Ogden  and  San 
Francisco  and  vice  versa. 

Very  respectfully,  W.  S.  Shallenberger, 

Second  Afoiwtant  PoHtniastei*- General, 
Hon.  Jesse  Overstreet, 

Chairman^  Gmir^ittee  on  the  Post-  Office 

and  Poist'Roads^  House  of  Representatives. 

Mr.  Sperry.  I  would  like  to  ask  you,  General  Shallenberger,  a 
question.  I  would  like  to  ask  of  you,  as  an  official,  if  there  is  any 
real  cause  for  the  statement  that  is  made  so  often  that  the  Govern- 
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ment  is  paying  too  much  for  our  railroad  service  as  a  whole!  I 
am  not  asking  you  to  specify,  but  whether  there  is  any  real  cause  for 
that  complaint,  in  your  judgment. 

Mr.  Shallenberger.  I  think  there  is  a  cause  for  the  complaint 
against  the  inequality  of  the  law.  I  am  not  prepared  at  this  moment 
to  say,  if  I  were  asked  to  so  modify  the  law  as  to  produce  the  equi- 
table result  I  have  in  mind,  giving  certain  routes  larger  compensa- 
tion and  certain  other  routes  a  smaller  compensation,  paying  for 
certain  space  used  and  reducing  pay  for  other  space,  that  the  aggre- 
gate would  be  less  or  more.  For  instance,  I  believe  from  the  in- 
formation I  have  received  that  the  I^ng  Island  Railroad  system 
has  reason  for  its  very  earneist  protest  against  the  aggregate  annual 
compensation  it  receives  for  the  amount  of  service  performed. 

Now,  the  reason  I  say  that  is  this,  that  that  system  has  such  fre- 
quency of  apartment-car  and  other  train  service  and  such  a  limited 
volume  of  mail  on  any  train  as  not  to  make  it  possible  for  the  De- 
partment to  pay  them  anything  for  R.  P.  O.  service.  It  is  all 
apartment-car  service;  that  is,  service  requiring  space  without  com- 
pensation, being  under  40  feet.  Thirty  feet  is  the  jimit  of  our  apart- 
ment space.  I  should  want  to  go  into  that.  I  have  not  carefully 
investigated  it,  because  I  did  not  find  the  necessity,  but  I  would  want 
to  go  into  that  more  carefully  and  make  an  investigation  to  sec 
whether  that  were  true.  I  want  to  say  that  I  should  recommend  to 
reduce  the  pay  on  all  R.  P.  O.  service,  especially  above  40  feet,  but  I 
should  give  pay  on  such  apartment-car  service  as  required  clerks  and 
cases  and  separating  space.  I  should  want  to  give  increased  com- 
pensation on  certain  routes  and  decrease  it  on  the  larger  routes.  Now, 
as  to  what  effect  as  a  whole  that  would  have  I  am  not  prepared  to  say. 

The  CiiAiR^iAN.  The  correspondence  from  Mr.  Shallenberger  *I 
will  have  printed  in  the  record  immediately  following  his  statement. 

Department  of  Justice, 

Washington,  October  31,  1884. 
The  Postmasteb-Oenebal. 

Sir  :  I  have  considered  your  communication  of  the  22d  instant,  requesting  to 
Itnow  whether  the  construction  placed  by  the  Post-Offlce  Department  on  section 
4002,  subsection  2,  prescribing  the  mode  in  which  the  average  of  the  weight  of 
mails  transported  on  railroad  routes  shall  be  ascertained  Is  correct  and  am  of 
opinion  that  that  construction  is  correct,  and  that  a  departure  from  it  would 
defeat  the  intention  of  the  law  and  cause  no  little  embarrassment 
I  have  the  honor  to  be,  your  obedient  servant 

Wh.  a.  Mauby. 
Acting  Attomey-Oeneral. 


OCTOBEB  24,  1884. 

Sib:  The  act  of  March  3,  1873  (17  Stat  L.,  p.  558),  regulating  the  pay  for 
carrying  the  mails  on  railroad  routes  provides : 

"That  the  pay  per  mile  per  annum  shall  not  exceed  the  following  rates, 
namely : 

**  On  routes  carrying  their  whole  length  an  average  weight  of  mails  per  day 
of  200  pounds,  $50;  500  pounds,  $75:  1,000  pounds,  $100;  1,500  pounds,  $125; 
2,000  pounds,  $150 ;  3,500  pounds,  $175,  etc.    ♦    ♦    ♦ 

**  The  average  weight  to  be  ascertained  in  every  case  by  the  actual  weighing 
of  the  mails  for  such  a  number  of  successive  working  days,  not  less  than 
thirty    ♦    ♦    •." 

Upon  a  large  number  of  the  railroad  routes  mails  are  carried  on  six  days  each 
week;  that  is,  no  mail  is  carried  on  Sunday.  On  others  they  are  carried  on 
every  day  In  the  year. 

It  has  been  the  practice  since  1873  in  arriving  at  the  average  weight  of 
mails  per  day  on  these  two  classes  of  service  to  treat  the  '*  successive  wortc- 
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ing  days"  as  being  composed  of  the  six  secular  or  working  days  in  the  week, 
which  is  explained  by  the  following  illustrations : 

Two  routes,  No.  1  and  No.  2,  over  each  of  which  313  tons  of  mails  are  car- 
ried annually. 

On  route  No.  1  maihs  are  carried  twice  daily,  except  Sunday,  six  days  per 
week,  and  are  weighed  for  thirty  successive  working  days,  covering  usually  a 
period  of  thirty-five  days.  The  result  is  divided  by  30  and  an  average  weight 
of  mails  pjer  day  of  2,000  pounds  is  obtained. 

Transportation  per  mile  of  road  per  annum miles—  1.252 

Weight  per  mile  of  road  per  annum tons__      313 

Pay  per  ton  per  mile  of  road  per  annum cents—  47.92 

Pay  per  mile  run  of  road  per  annum 1 do 11.9 

Rate  of  pay  allowable  i)er  mile  per  annum $150 

On  route  No.  2  mails  are  carried  twice  daily,  seven  days  per  week,  and  are 
weighed  for  thirty  successive  working  days,  and  for  the  intervening  Sundays, 
the  weight  on  the  Sundays  being  treated  as  if  carried  on  Mondays,  the  weighing, 
as  before,  covering  usually  a  period  of  thirty-five  days.  The  result  is  divided 
by  30  and  an  average  weight  of  mails  per  daj'  of  2,000  pounds  is  obtained. 

Transportation  per  mile  of  road  per  annum miles—  1,460 

Weight  per  mile  of  road  per  annum tons 313 

Pay  per  ton  per  mile  of  road  per  annum cents__  47.92 

Pay  per  mile  run do 10.2 

Rate  of  pay  allow^ed  per  mile  per  annum $150 

I  Mve  thought  it  necessary  to  give  the  foregoing  illustrations  in  order  that 
the  practice  of  this  Department  imdcr  the  law  cited  may  readily  appear,  and 
I  will  thank  you  to  advise  me  whether  that  practice  is  in  compliance  with  or  in 
violation  of  the  statute. 

If  not  in  conformity  with  the  law  will  you  please  indicate  the  correct  method 
by  which  the  average  weight  per  day  should  be  obtained  and  the  compensation 
adjusted  thereon  V 

Very  respectfully,  '  Frank  HAirgN, 

fofitmafttrr-frencral. 

Hon.  B.  H.  Brewster, 

AttoruejhOenrral.  Department  o^  Justice. 

4      

MAmsoN.  Wis.,  June  17,  i.S,9J. 
Hon.  Charles  Neilson. 

Second  Assistant  Postmaster-General,  Washington,  1).  C. 

My  Dear  Sib  :  I  called  ui)on  you  at  the  Department  on  Tliursdny,  the  6th 
instant,  but  had  the  misfortune  to  find  that  business  had  taken  you  elsewhere 
that  day,  and  being  unable  to  remain  longer  in  Washington  whs  compelled  to 
miss  the  privilege  of  seeing  you. 

I  desire  to  particularly  recall  the  subject  of  the  adjustment  of  compensation 
on  roads  carrying  Sunday  mails.  I  supposed  the  overwhelming  Justice  of  the 
argument  had  been  accepted  and  that  the  practice  which  I  have  understood  has 
prevailed  hitherto  would  continue,  so  that  no  unjust  discrimination  would  be 
made  against  those  roads  which  give  the  Department  the  most  and  the  most 
useful  service.  Indeed,  I  do  not  mean  to  imply  doubt  now  by  writing.  But 
where  interest  is  great,  and  the  sense  of  injustice  if  another  result  were 
reached  is  keen,  you  will  pardon  an  earnest  repetition  of  what  may  perhaps 
seem  plain  to  you  and  be  entirely  settled  in  your  mind.  I  am  more  inclined 
to  write  because  of  the  tone  In  which  the  subject  was  discussed  by  your  assist- 
ant and  some  other  gentlemen  who  happeneil  to  be  in  your  ofl^ce,  and  to  whom 
I  spoke  of  my  purpose  in  calling  upon  you. 

I  think  it  should  be  borne  in  mind  that  the  statute  was  not  designed  to  pay 
to  railroads  a  price  per  pound  for  the  mail  carried,  but  was  rather  designed  to 
furnish  a  basis  for  fixing  the  annual  compensation  by  reference  to  the  quanttun 
of  service  rendered  the  Department  by  the  respective  roads  in  its  employment. 
The  theory  of  the  statute  is,  that  during  a  certain  time,  of  course  to  be  taken 
for  all  of  the  roads  together  (or  all  in  a  section),  the  actual  weights  of 
mails  shall  be  ascertained  and  the  relations  of  the  roads  to  one  another  and 
to  the  Department  be  fixed  upon  the  gradation  established  by  the  statute 
in  accordance  with  those  weights  of  mails.  It  is,  however,  an  annual  rate  of 
compensation  to  endure  for  four  years  which  is  thus  established;  not  a  price 
per  pound. 
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The  time  named  ia  the  statute  is  "  thirty  successive  working  days ; "  that  is 
to  say,  five  weeks  of  six  days  each.  This  statute  was  first  passed  in  the  ap- 
propriation act  of  1872  or  1878,  if  I  mistake  not.  At  that  time  comparatively 
little  Sunday  carrying  of  the  mails  took  place.  The  practice  has  since  vastly 
increased,  responsive  to  the  needs  of  society.  It  was  plainly  the  purpose  of 
Conr^ress  to  reiiuire  the  mails  to  be  weighed  for  at  least  five  weeks  and  as 
much  longer  as  the  Postmaster-General  saw  fit  to  require.  This  period  was 
composed  of  six  working  days  in  each  week.  Undoubtedly  the  statute  meant 
by  *•  working  days "  not  six  such  days  as  work  should  be  done  upon,  but  the 
six  days  of  the  week  in  which  work  may  be  done  without  violation  of  the  com- 
mandment to  rest  on  the  seventh.  The  phrase  was  used  in  its  popular  sense 
as  distinguishing  six  days  in  the  week  from  the  seventh,  and  it  assumed  all 
mail  carrying  to  be  done  on  such  six  days. 

But  the  Department  has  seen  fit  to  accept  from  railroads  the  service  of  carry- 
ing the  mails  on  the  seventh.  It  is  a  peculiarly  convenient  service  to  the  pub- 
lic, and  it  is  rendered  by  special  labor  performed  on  the  part  of  such  railroad 
companies  during  the  day  of  rest.  The  Government  can  not  possibly  intend 
to  be  mean  enoiigh  to  accept  the  service  and  not  pay  for  it.  Therefore  the 
mails  must  be  weighed  which  are  carried  on  Sunday,  notwithstanding  Sunday 
is  n  t  a  '*  working  day." 

There  never  has  beini  a  question,  there  never  could  be,  upon  this  point.  The 
only  question  is,  how  the  weight  of  the  mails  carried  on  Sunday  shall  be  treated 
in  the  computation.  Are  tliey  to  be  reckoned  at  all?  Assuredly.  Unless  they 
be  reckoned  the  Government  will  pay  nothing  for  the  carriage.  Then  are  they 
to  be  reckoned  as  if  Sunday  were  a  "working  day?"  If  so,  the  statute  is 
violated  by  the  inclusion  of  Sunday  as  a  "  working  day."  Still  more,  a  gross 
injustice  is  done  to  that  class  of  roads  which  renders  the  greatest  and  best 
service  to  the  Department.  That  would  be  to  grade  the  carriers  upon  an 
average  of  weights  whereby  the  roads  which  rendered  less  service  are  put 
ab  )ve  them,  proportionately.  The  roads  which  in  six  days  carry  all  the  mail 
sent  over  them  during  the  week  would  be  awarded  an  average  of  one-sixth  of 
such  week's  total  weight,  whereas  the  roadsMhich,  to  favor  the  Department,  run 
an  additional'day  to  carry  the  week's  mail  would  find  their  week's  total  weight 
averaged  at  one-seventh,  the  proportion  thus  being  in  favor  of  the  company 
with  the  least  claim  for  consideration.  This  can  not  be  the  design  of  the 
statute. 

In  practical  justice  the  spirit  of  every  statute  ought  to  govern  its  adminis- 
tration. It  is  impossible  to  cover  in  a  few  words  the  details  of  widespread 
transactions  and  business  afl'airs  like  the  transportation  of  the  mails.  It  is 
expected  the  Department  will  supply  with  wisdom  and  justice  whatever  is 
necessary  in  order  to  apply  it  to  a  particular  case.  It  was  the  purpose  of 
the  statute  to  bring  together  witliin  a  certain  period  of  time  the  weight  of 
the  mall,  and  adjust  the  relative  gradations  of  the  different  companies  accord- 
ing to  the  quantity  of  mail  which  they  carried  during  that  period.  You  take 
the  weights  upon  roads  running  only  six  days  in  the  week  for  five  weeks; 
divide  tlie  gross  weight  by  thirty.  That  is  clearly  right.  So,  if  any  roads 
carry  mail  but  three  times  a  week  you  weigh  their  mails  for  the  five  weeks 
and  divide  the  gross  weight  by  thirty.  This  graduates  that  road  in  its  proper 
place  with  the  others.  In  like  manner  with  the  Sunday  carrying  roads,  you 
take  the  gross  weiglit  of  the  mails  for  five  weeks,  during  the  same  time  as 
the  non-Sunday  carrying  roads,  and  divide  it  by  thirty.  Unless  this  be  done 
the  roads  do  not  hold  their  relative  proportionate  relations  in  the  fixing  of 
the  annual  rate  of  compensation. 

Let  me  illustrate  by  a  plain  case:  Suppose  a  road  carried  the  mail  but  on 
three  days  during  the  week,  and  one  of  tliose  days  was  Sunday.  Would  you 
not  reckon  that  Sunday's  mail  in  each  and  every  one  of  the  five  weeks  neces- 
sary to  the  thirty  working  days,  so  as  to  include  five  Sundays'  weights  with 
those  of  ten  other  days,  the  total  to  be  divided  by  thirty?  It  Is  too  obvious 
for  a  question ;  and  yet  the  controlling  idea  is  the  same  and  governs  the  whole 
subject.  Perhaps  It  may  be  said  the  true  rule  Is  that  the  statute  Ignores 
Sunday,  not  regarding  Sunday  service,  and  the  Department  follows  the  same 
idea  by  weighing  the  mails  of  Sunday  as  part  of  the  Monday's  mail.  Sunday 
is  tlien  treated  as  dies  mm,  and  the  road  gets  what  it  would  If  it  did  not  carry 
Sunday  mails,  the  same  weight  on  Monday  of  both  days. 

This  has  been,  as  I  understand  it.  always  the  practice.  The  weights  of  mails 
on  the  Sundays  within  the  weighing  period  have  always  been  counted  in  the 
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gross  weights  to  be  divided  by  thirty  In  order  to  reach  the  average.  A  question 
has  arisen  whether,  when  the  last  day  was  Sunday,  the  weight  should  be 
counted  on  that  day.  This  question  could  only  be  raised  by  so  adjusting  the 
date  of  commencement  as  to  throw  one  Sunday  of  the  five  weeks  at  the  end 
of  the  period  Instead  of  during  its  continuance.  It  does  not  alter  the  case  in 
substanc^e.  If  the  Sundays  ought  to  be  counted  which  intervene  during  the 
period  it  is  because  the  weight  of  the  Sundav  mail  is  a  part  of  the  welgiit  car- 
ried during  the  week.  If  the  roads  are  entitled  to  have  four  Sundays  they  are 
entitled  to  five.  If  they  were  entitled  to  have  seven-sevenths  of  the  mail  carrie<l 
during  the  week  for  the  first  four  weeks  of  the  weighing  period  they  are  not 
Justly  to  be  reduced  to  six-sevenths  during  the  fifth  week. 

Beside  it  will  be  seen  that  this  question  could  only  arise  in  case  the  weighing 
is  directed  to  begin  on  Monday  morning.  If  upon  any  other  day  of  the  week, 
five  Sundays  will  be  weighed  within  the  thirty  working  days  as  intervening 
Sundays.  Is  it  tlie  spirit  of  this  law  that  the  gradation  of  pay  of  any  par- 
ticular roads  should  be  determined  by  the  accident  of  the  day  of  the  week  on 
which  the  weighing  began?  Or  would  it  be  decent  or  honorable  in  tlie  Depart- 
ment to  resort  to  such  a  device  to  exclude  one-seventh  of  one  week's  share  in  tlie 
pay  by  selecting  out  of  the  seven  the  only  day  in  the  week  which  could  leave 
Sunday  at  the  end? 

Of  course  this  would  be  to  change  the  law  by  a  circumstance  which  in  no 
manner  enters  into  Its  spirit,  or  the  method  established  by  it  for  the  arrange- 
ment of  railroads  in  the  scale  of  annual  compensation.  This  very  consideration 
serves  to  prove,  of  itself,  to  a  just  mind  the  necessity  of  the  Inclusion  of  the 
Sunday  mails  in  the  working  period  of  thirty  days. 

I  have  constantly  maintained,  both  while  I  was  in  the  Department  and  since 
I  have  been  in  the  Senate,  that  the  system  for  the  compensation  of  railroads  for 
carrying  mails  is  mo*^t  unfair,  unjust,  and  wrong;  that  it  is  due  to  tlie  Govern- 
ment that  mails  should  be  carried  on  a  fairer  basis.  I  can  not  but  think,  too, 
that  it  would  be  better  if  the  Department  might  resume  the  exercise  of  a*  discre- 
tion which  has  been  so  long  in  al)eyauce  and  graduate  the  rates  into  many  more 
classes  than  the  statute  defines.  But  that  is  for  Congress,  in  llie  main,  to 
determine.  Wliile  the  law  stands  it  would  be  a  pitiful  way  to  pinch  off  a  share, 
although  a  small  one,  tliat  under  the  law  as  it  is,  fairly  administered  accord- 
ing to  its  purpose  and  spirit,  belongs  to  any  particular  carrier  or  class  of 
carriers. 

The  Department  has  always  enjoyed  the  cooiwrative  effort  of  the  railroads  to 
promote  tlie  success  of  Its  service,  with  only  now  and  then  a  few  exceptions. 
Wisdom,  not  less  than  justice,  requires  they  should  have  what  the  law  awards 
them,  fairly  and  Justly  administered. 

I  know,  my  dear  sir,  that  all  this  is  familiar  to  you  and  that  you  must  fully 
appreciate  the  fairness  of  the  considerations  urged.  Your  staunch  and  fearless 
adherence  to  conviction  is  none  the  less  assured  in  my  mind. 

Hegretting  I  failed  to  have  the  pleasure  of  seeing  you,  and  with  cordial 
wishes,  I  am. 

Yours,  very  truly,  Wm.  F.  Vilab. 


Januaby  5,  1907. 
Hon.  W.  S.  Shallenbebgeb, 

Second  AaaUftant  Postmaater-Oeneral,  Washington,  D,  C. 
My  Dear  General  :  Under  the  act  approved  June  20. 190(>,  making  appropria- 
tions for  the  postal  service  for  the  fiscal  year  1907,  the  following  provision  of 
law  was  enacted : 

"That  the  Postmaster-General  shall  require  all  railroads  carrying  the  malls 
under  contract  to  comply  with  the  terms  of  said  contract  as  to  time  of  arrival 
and  deimrture  of  said  mails,  and  it  shall  be  his  duty  to  impose  and  collect  rea- 
sonable fines  for  delay,  when  such  delay  is  not  caused  by  unavoidable  accidents 
or  cf' nditinns." 

Will  you  please  advise  me  what  orders  have  been  promulgated  by  the  Depart- 
ment under  this  authority,  and  what  fines,  if  any,  have  thus  far  been  either 
imposed  or  collected. 

Very  respectfully.  Jesse  Overstreet,  Chairman, 
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Post-Office  Department. 
Office  of  the  Postmaster-Genebal. 

Washington,  D.  O..  January  5.  1907. 
Hon.  Jesse  Ovebstbeet. 

Chairman  Committee  on  the  Fost-Office  and  Post  Roads, 

House  of  RepresentaiivvH. 

Sir-  111  reply  to  your  letter  of  this  d:ite,  addressed  to  the  Second  Ass>istaiit 
Postmaster-General,  saying  that  under  the  act  approved  June  26,  1900.  making 
appropriations  for  the  postal  service  for  the  fiscal  year  1007  the  following  pro- 
vision of  law  was  enacted :  **  That  the  Postmaster-General  shall  require  all  rail- 
roads carrying  the  mails  under  contract  to  comply  with  the  terms  of  saic' 
contract  as  to  time  of  arrival  and  departure  of  said  mails,  and  it  shall  be  bis 
duty  to  Impose  and  collect  reasonable  fines  for  delay,  when  swh  delay  is  not 
caused  by  unavoidable  accidents  or  conditions,"  and  asking  what  orders  have 
been  promulgated  by  the  Department  under  this  authority,  as  well  as  what 
fines,  if  any»  have  thus  far  been  either  imposed  or  collected.  I  have  the  honor 
to  advise  you  that  in  order  to  carr>-  out  the  intent  of  the  part  of  the  act  quoted 
the  following  order  was  issued  : 

"August  3,  190(k 

"  Order  No.  1131 : 

"  The  act  making  appropriations  for  the  postal  service  for  the  fiscal  year  end- 
ing June  30,  1007,  provides : 

" '  That  the  Postmaster-General  shall  require  all  railroads  carrying  the  mails 
under  contract  to  comply  with  the  terms  of  said  contract  as  to  time  of  arrival 
and  departure  of  said  mails,  and  it  shall  be  his  duty  to  impose  and  collect  rea- 
sonable fines  for  delay,  when  such  delay  is  not  caused  by  unavoidable  accidents 
or  conditions.' 

"  It  is  therefore  ordered  that  every  railroad  company  operating  a  route  over 
which  malls  are  carried  shall,  on  the  regular  aflldavit  covering  failures  of  mail- 
train  service  which  it  is  required  to  submit  promptly  at  the  end  of  each  quarter 
to  the  respective  division  superintendents,  railway  mail  service,  show,  in  addition 
to  and  separate  from  such  mail-train  failures,  the  number  of  minutes  late  of 
each  arrival  (not  time  of  arrival)  of  eveo'  train  carrying  mall  which  has 
reached  the  terminus  of  said  route,  the  terminus  of  such  train's  run,  or  any 
intermediate  point  designated  by  the  Postmaster-General  and  of  which  the  com- 
pany shall  have  notice,  thirty  or  more  minutes  late  as  many  as  ten  times  during 
the  quarter,  tlie  extent,  cause  in  detail,  and  place  of  each  delay  being  given. 

"  This  order  supersedes  that  of  October  2,  1905." 

The  order  was  first  applicable  to  the  September  quarter,  1906,  and  the  affi- 
davits of  railroad  companies  showing  delays  to  mail  trains  which  oct^urred  in 
that  quarter  are  now  being  acted  upon  In  the  settlement  for  the  quarter  ended 
December  31>  1906. 

The  number  of  railroad  routes  in  or)eration  is  3,146.  Of  the  3,146  affidavits 
due  from  railroad  companies,  2,400  have  been  received  and  examined ;  1,808  of 
them  do  not  show  such  delays  as  call  for  further  action  on  the  part  of  the  De- 
partment; on  592  deduction  cases  have  been  or  will  be  made;  746  are  yet  to 
be  received  and  examined. 

After  careful  consideration  of  the  data  available,  20  per  cent  of  the  value 
of  each  train  on  dates  when  It  arrived  late  as  contemplated  by  the  order  quoted 
has  been  determined  upon  as  the  rate  at  which  deductions  should  be  made. 

The  total  quarterly  compensation  on  routes  on  which  the  affidavits  received 
indicate  that  deductions  are  necessary  In  the  December  quarter  settlement.  Is 
$4,604,393.56,  and  the  deductions,  at  20  per  cent  of  the  value  of  the  trains  which 
were  delayed  as  much  as  thirty  minutes  ten  or  more  times  In  the  quarter  men- 
tioned, without  satisfactory  excuse,  aggregate  $111,390.85.  This  amoimt  may 
be  slightly  reduced  in  the  event  more  detailed  and  satisfactory  explanations  arc 
offered  by  the  railroad  companies. 

During  the  September  quarter  railroad  service  as  a  rule  is  more  regular  than 
at  any  other  period  In  the  year,  on  account  of  the  favorable  weather  conditions. 

It  is  believed  that  the  ultimate  effect  of  the  act  of  Congress  will  be  to  secure 
a  closer  observance  of  the  schedules,  although  they  may  In  some  cases  be  made 
slower  than  at  present 

Very  respectfully,  Geo.  B.  Ck)BTELY0U, 

Postmaster-Oeneral. 
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Januaky  5,  1907. 
Hon.  VV.  S.  Shallenbergeb, 

Second  Assistant  Postmaster-Oeneral,  Washington,  D.  G, 
My  Dear  Genebvl:  Will  you  please  advise  me  of  the  general  practice  fol- 
lowed by  the  Post-Offlce  Department  in  determining  the  weight  of  the  mails 
at  the  various  weighing  periods  under  the  law,  and  the  method  of  the  computa- 
tions by  which  the  rate  for  such  payment  Is  ascertained? 
Very  respectfully, 

Jesse  Ovebstbeet,  Chairman, 


Post-Office  Department. 
Office  of  the  Postmaster-General, 

Washington,  D,  O.,  January  9,  1907. 
Sir:  Rei*elpt  is  acknowledged  of  your  letter  of  the  5th  instant,  reading  as 
follows : 

"  Will  you  please  advise  me  of  the  general  practice  followed  by  the  Poet- 
Offlce  Department  in  determining  the  weight  of  mails  at  the  various  weighing 
periods  under  the  law,  and  the  method  of  computations  by  which  the  rate  for 
such  payment  is  ascertained?" 

In  reply  I  submit  the  inclosed  statement  from  the  Second  Assistant  Post- 
master-General, who  is  charged  with  immediate  supervision  of  the  transporta- 
tion of  the  mails,  including  the  direction  of  the  weighing  of  the  mails  and  the 
adjustment  of  compensaticm  thereon. 

In  transmitting  this  information  I  desire  to  say  that  some  time  ago  I  di- 
rected an  investigation  of  this  feature  of  the  Dei>artment*8  work,  among  a 
number  of  other  matters  concerning  which  I  desired  to  be  advised,  and  It  has 
been  my  intention,  upon  receipt  of  the  necessary  data,  to  request  an  opinion 
from  the  Assistant  Attorney-General  for  this  Department  and,  if  thought 
advisable,  from  the  Attorney -General  of  the  United  States. 

A  question  may  be  asked  as  to  what  the  difference  in  compensation  to  rail- 
road companies  would  be  if  the  average  dally  weight  were  ascertained  by 
using  as  a  divisor  the  actual  number  of  days,  including  Sundays,  In  the  weigh- 
ing period  instead  of  the  number  of  week  days,  excluding  Sundays.  In  view 
of  the  recent  discussion  in  the  House  on  this  sul)ject,  I  some  days  ago  directed 
that  calculations  be  made  as  to  100  representative  railroad  routes  covering  all 
sections  of  the  coimtry  to  show  what  the  comi)ensatlon  would  be  If  the  actual 
number  of  days.  Including  Sundays,  in  the  weighing  period  were  used  as  a 
divisor,  and  an  estimate  as  to  the  decrease  in  compensation  for  all  railroad 
service  on  a  pro  rata  basis  of  the  results  actually  ascertained  In  the  100  typical 
routes.  I  Inclose  herewith  a  table  showing  the  result  of  those  calculations. 
Very  respectfully, 

Geo.  B.  Cortelyou, 
Postmaster-Oeneral. 

Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads. 

House  of  ReprcHcntutit'es. 


Estimated  effect  on  pay  for  railroad  transportation  of  mail  if  the  average  daily 
weight  trere  based  upon  the  total  number  of  days  in  the  weighing  period  in- 
stead of  upon  the  "  working  days,"  as  provided  by  existing  law. 


Section. 


Date  from 
which  last 
adjustment 
became  ef- 
fective. 


I  Total  annual  ' 
■   rate  for  rail- 
road transpor- 1 
I  tation  at  last 
adju.«!tment, 
a.s  shown  by 
body  of  report 
'  of  Second  As-  | 
'   sistant  Poat- 
master-       i 
General. 


Routes    on    which 
rate  per  mile  per      a««,i«i  — ♦<* 
an£mwas»4i:?5    .f^^^^^l^^ 

_  ^'^  ^^' tion  on  routes 

~"  I  "     "   I  where  the  com- 

I  pensation  was 

Annual  rate  i  over  $42.76  per 

transporta-  I   mile  per  an- 

tlon.        '         "'"" 


Num 
ber. 


num. 


FirRt I  July  1,1905  '  $10,253,290  27  . 

Second July  1,1904  i      4,.'i69.184.64  I 

Third July  1.1903      15,728,928.39  1 

Fourth I  July  1,1906!    14,357,7^8.59  | 

Total 44,909,171.79  ' 


237 
143 
162 
206 


$114,290.62  I 
107,064.24 
128,568.78  I 
210,671.94  ! 


110.188,999.65 
4,462,120.80 
15,600,359.61 
14,147,096.66 


748        560,595.56  i      44,848,576.21 
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EdimaUd  effect  on  pay  for  railroad  transportation  of  mail,  etc. — Continued. 


Section. 


Fiwt... 
Second. 

Fourth . 


Total. 


'  Number  of  routes  and  annoal  rate 
I  for  transportation  on  sample  routes. 


Date  from 
which  last 
adjustment 
became  ef- 
fective. 


July  1,1905 

July  1,1904 

July  1,1903 

July  1, 1906 


Num- 
ber of 
routes. 


Pro  rata  de- 
crease in  an- 
nual rate  for 
transportation 
ff >r  section  if 
number  of  Sun- 
days and  work- 

of  working    j  working  days]  blned  are  used 
based  on  de- 
crease on 
sample  routes. 


Decrease  in 
annual  rate 
Annual  rate  |  if  number  of 
using  number  Sundays  and 
of  working     working  day 
days  as  d i visor.  |    shou Id  be 
used  as  di- 
visor. 


26  .  SI, 634, 122. 93  9197,698.99 

20'  915,528,79'  9K,063.12 

30  I  1,869.673.42  218.381.95 

25  2,253,415.82  i  266, 75s.  79 


100 


6.672.740.96,      776.852.85 


Percent- 
age of  de- 
crease 

based  oD 

annual 
,  rate,  all 
ronton  at 

la«t  ad- 
justment 


91,226,638.53 

477.  W  1.75 

1.780,019.49 

1,674.729.69 


11.96 
10.46 
11.31 
11.66 


6,169.324.46  , 


11.48 


PosT-OFFfCE  Department. 
Second  Assistant  Postmasteb-Genebal, 

Waahinffton,  January  9,  1907, 
The  Postmastkb-Oenkral. 

Sib:  Referring  to  the  letter  of  the  5th  instnnt  from  the  chairman  of  the 
Committee  on  the  Post-Office  and  Post-Roads,  House  of  Representatives,  asking 
that  he  be  advised  "  of  the  general  practice  followed  by  the  Post-Offlce  Depart- 
ment and  determining  the  weight  of  the  mails  at  the  various  weighing  periods 
under  the  law,  and  the  method  of  computations  by  which  the  rate  for  such  pay- 
ment is  ascertained."  the  following  Is  submitted: 

By  section  4002,  Revised  Statutes  (Postal  Laws  and  Regulations,  sec.  1164), 
the  Postmaster-General  is  authorized  and  directed  to  adjust  compensation  for 
railroad  mall  transportation  at  certain  rates  herein  specified,  upon  the  average 
daily  weight  of  mall  carried,  "  the  average  weight  to  be  ascertained  In  everj* 
ease  by  the  actual  weighing  of  the  mails  for  such  a  number  of  successive  work- 
ing days,  not  less  than  thirty,  at  such  times,  after  June  30,  1873,  and  not  less 
frequently  than  once  every  four  years,  and  the  result  to  be  stated  and  verified 
in  such  form  and  manner  as  the  Postmaster-General  may  direct" 

By  the  act  of  March  3,  1875  (Postal  Laws  and  Regulations,  sec.  11(>4,  par.  4), 
the  Postmaster-General  **  is  hereby  directed  to  have  the  mails  weighed,  as  often  as 
now  provided  by  law,  by  the  employees  of  the  Post-Offlce  Department,  and  have 
the  weights  stated  and  verified  to  him  by  said  employees  under  such  Instruc- 
tions as  he  may  consider  just  to  the  Post-Ofllce  Department  and  the  railroad 
companies." 

The  appropriation  act  approved  March  3,  1905.  provided  for  a  longer  period 
of  weighing,  In  the  following  language : 

"That  hereafter  before  making  a  readjustment  of  pay  for  transportation  of 
mails  on  railroad  routes  the  average  weight  shall  be  ascertained  by  the  actual 
weighing  of  the  malls  for  such  a  number  of  successive  working  days,  not  less 
than  ninety,  at  such  times  after  June  30,  1905,  and  not  less  fre<iuently  thpn 
once  In  every  four  years,  and  the  result  to  be  stated  and  verified  In  such  form 
and  manner  as  the  Postmaster-General  may  direct." 

By  se<!tl(m  18,  Postal  Laws  and  Regulations,  the  Postmaster-General  has 
assigned  to  the  Second  Assistant  Postmaster-General  the  management  of  the 
transportation  of  the  malls,  Including  the  direction  of  the  weighing  of  the  malls 
and  the  adjustment  of  compensatitm  thereon. 

For  the  purpose  of  weighing  the  malls  upon  railroads  the  United  States  Is 
divided  Into  four  sections,  and  in  some  one  of  these  sections  the  mall  Is  weighed 
each  year,  and  up(m  the  weights  ascertained  the  compensation  of  the  railroad 
companies  Is  stated  for  a  period  of  four  years.  When  the  weights  are  about  to 
be  taken  this  oflice  causes  the  weighers  to  be  carefully  selected,  first  taking  the 
substitute  railway  postal  clerks,  and  thereafter,  as  far  as  practicable,  selecting 
persons  whose  names  appear  on  the  ellglbles  for  appointment  as  substitute  rail- 
way mall  clerks. 

These  weighers  are  placed  In  the  mall  cars  and  railroad  statlona  and  are 
furnished  with  cards  upon  which  are  to  be  entered  the  weights  of  malls  taken 
on  and  put  off  the  trains  at  each  station.    The  weighers  In  the  cars  take  these 
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weights  under  the  supervision  of  the  head  clerk.  The  cards  are  forwarded 
daily  to  the  chief  clerk  in  charge  of  the  lines,  by  whom  they  are  sent  to  the 
division  superintendent  railway  mail  service,  and  in  his  office  a  corps  of  clerks 
consolidate  the  weights  shown  by  the  cards  for  the  several  trains  and  the 
several  days  in  the  weighing  period  so  as  to  show  the  total  weight  put  on  and 
the  total  weight  put  off  all  the  trains  at  each  station  for  each  day  of  the  entire 
weighing  period.  These  consolidated  weights  are  entered  upon  what  is  known 
as  the  "weight**  circular,  one  for  each  route,  and  the  weight  circulars  are 
forwarded  to  the  division  of  railway  adjustments,  Post-Offlce  Department 
There  the  weight  circular  is  taken  together  with  the  distance  circular  showing 
the  distances  bet^veen  the  several  stations  of  each  route,  and  calculations  are 
made  to  determine  the  average  weight  carried  over  the  entire  route.  Then  to 
determine  the  average  weight  of  mails  per  day  carried  over  the  entire  route  the 
avenige  weight  carried  over  the  entire  route  for  the  entire  weighing  period  is 
divided  by  the  number  of  "  working  days  **  (to  use  the  language  of  the  statute)  — 
that  is,  the  number  of  week  days,  excluding  Sundays,  during  the  weighing  period. 

Tlie  question  as  to  whether  the  average  daily  weight  contemplated  by  the 
statute  is  correctly  ascertained  by  the  present  practice  of  dividing  the  total 
average  weight  carried  over  the  entire  route  by  the  number  of  week  days, 
excluding  Sundays,  within  the  weighing  period  or  whether  the  average  daily 
weight  would  be  more  correctly  determined  by  dividing  the  total  avenge 
weight  carried  over  the  entire  route  by  the  total  number  of  days,  including 
Sundays,  during  the  weighing  period  has  frequently  been  discussed  and  was 
recently  referred  to  on  the  floor  of  the  House.  It  has  been  contended  by  some 
that  the  average  phould  in  every  case  be  obtained  by  u*<ing  as  a  divbor  the 
actual  number  of  days  in  the  weighing  period.  It  can  not  be  denied  that  this 
would  produce  an  average  daily  weight  for  that  period,  but  the  question  Is 
whether  this  would  produce  the  average  intended  by  the  statute,  and  in  order 
to  ascertain  this  not  only  the  special  language  of  the  statute  providing  for  an 
annual  rate  of  pay  based  upon  an  avej'age  daily  weight  to  be  ascertained  by  an 
actual  weighing  of  the  malls  for  a  certain  number  of  "  successive  working 
days"  should  be  considered,  but  also  the  histoi-y  of  the  manner  of  adjusting 
compensation  for  railroad  service  which  preceded  the  act  of  1873,  the  extent 
to  which  It  was  Incorporated  In  the  act  of  1873,  and  the  contemporaneous  state- 
ments of  Po^'tniasters-Oencral  with  reference  thereto. 

When  this  Is  done  It  seems  that  no  doubt  can  remain  that  Congress  intended 
that  not  the  whole  number  of  days  within  the  period  of  weighing  should  be 
used  as  a  divisor,  but  the  number  of  working  days  within  such  period.  Such 
examination  will  show,  I  think,  that  under  conditions  where  there  are  ralln^ad 
mail  routes  upcn  which  there  Is  b  )th  week-day  and  Sunday  service  and  week- 
day service  alone,  the  specific  language  of  the  statute  requiring  a  weighing  to 
be  had  for  a  number  of  *'  successive  working  days  "  Is  practically  meaningless 
unless  It  governs  to  that  extent  the  manner  of  computing  the  average  dally 
weight.  It  will  also  show  that  the  long-established  practice  of  the  Department, 
under  the  laws  which  were  superseded  by  the  act  of  1873.  was  to  classify 
railroad  service  upon  that  basis;  that  the  law  of  1873  In  this  respect  prac- 
tically adopted  the  practice  which  had  theretofore  so  obtained,  and  that  the 
actual  administration  of  the  law  from  the  time  of  its  passage  was  a  continua- 
tion of  the  methods  so  adapted. 

At  the  time  of  the  institution  in  1867  of  the  system  of  weighing  the  mails  in 
order  to  arrive  at  a  basis  of  classification  for  compensation  for  service  the  law 
of  March  3.  1845,  section  10,  was  in  force,  which  provided  that — 

'*  To  insure  as  far  as  may  be  practicable  an  equal  and  just  rate  of  compensa- 
tion, according  to  the  service  performed,  and  on  the  several  railroad  companies 
in  the  United  States  for  the  transportation  of  the  mail,  it  shall  be  the  duty  of 
the  Postmaster-General  to  arrange  and  divide  the  railroad  routes  ♦  ♦  ♦  into 
three  classes,  according  to  the  size  of  the  mails,  the  speed  with  which  they  are 
conveyed,  and  the  Importance  of  the  service." 

In  order  to  more  accurately  determine  the  **  size  of  the  malls  "  so  conveyed, 
the  Post-Offlce  Department  Issued  In  1867  to  railroads  a  "railroad  weight 
circular,"  reiiuesting  them  to  weigh  the  malls  for  "  thirty  consecutive  working 
days"  and  report  the  results  to  the  Department,  together  with  description  of 
accommodations  furnished,  etc.  The  majority  of  the  railroads  complied  with 
the  request  (report  of  the  Postmaster-General  for  1867,  pp.  10,  11).  Com- 
putations of  the  average  daily  weight  were  made  upon  these  returns  (pp.  72 
to  91,  inclusive).  An  examination  of  the  departmental  records  and  reports 
shows  that  the  instructions  were  to  weigh  for  "  thirty  consecutive  working 
days,"  and  that  In  computing  the  average  daily  weight  thirty  was  used  as  t 
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divisor;  therefore,  the  weights  were  taken  for  every  day  of  the  period 
measured  by  the  **  thirty  consecutive  worlcing  days/'  incinding  the  Sundays,  but 
the  divisor  was  thirty  or  the  number  of  consecutive  worlsing  days. 

The  results  of  this  weighing  and  computation  became  the  basis  for  the  first 
readjustment  by  classes,  determined  by  the  average  daily  weight,  under  the  law 
of  1845.    The  Postmaster-General,  in  his  report  for  1868  (p.  10),  says: 

"  The  30th  June,  1868,  being  the  period  for  the  expiration  of  the  term  of  con- 
tracts for  transporting  the  mails  in  the  States  of  New  Jersey,  Pennsylvania, 
Delaware,  Maryland,  and  Ohio,  the  Department,  in  anticipation  of  the  close  of 
the.  term,  entered  ui)on  a  systematic  revision  and  readjustment  of  the  rates  of 
pay  on  railroad  routes  in  those  States,  based  upon  returns  of  the  weights  of 
the  mails  conveyed  and  the  accommodations  provided  for  mails  and  agents 
of  the  Department,  received  in  response  to  the  *  railroad-weight  circular*  re- 
ferred to  in  the  last  annual  report  (p.  11)." 

This  readjustment  is  shown  on  pages  66  to  69  of  his  report  of  1868. 

At  the  time  of  this  weighing  and  first  readjustment  upon  this  basis,  as  well 
as  at  all  subsequent  times,  there  was  week-day  and  Sunday  service  upon  some 
routes  and  week-day  service  only  upon  others. 

The  Postmaster-General's  reports  for  the  succeeding  period  until  the  passage 
and  first  administration  of  the  act  of  1873  (reports  of  Postmasters-General, 
1860.  pp.  10,  78  to  90.  inclusive ;  1870,  pp.  10,  11,  82  to  98,  inclusive ;  1871,  pp. 
V,  VI,  48  to  65,  inclusive;  1872,  pp.  10,  11,  100  to  123,  inclusive;  1873,  XII,  70 
to  93,  inclu.«;ive),  as  well  as  tlie  files  of  this  office,  show  that  for  each  year 
the  routes  in  the  expiring  contract  section  were  weighed,  the  average  daily 
weights  calculated,  and  readjustments  made  in  a  similar  manner. 

The  first  weighing  under  the  law  of  1873  began  October  1,  1873,  and  was 
ordered  for  "thirty  consecutive  working  days"  (report  of  Postmaster-General, 
1874,  p.  8).  The  returns  were  received,  and  the  computations  and  readjust- 
ments were  made  under  the  provisions  of  the  law  (pp.  108  to  183,  inclusive). 

In  making  these  computations  and  adjustments  the  divisor  used  was  the 
same  as  that  which  had  theretofore  been  used,  namely,  thirty  days.  The  re- 
ports and  records  for  the  succeeding  years  show  the  same  character  of  weigh- 
ing and  the  same  manner  of  computation  and  adjustment 

It  is  apparent  from  these  facts  that  the  same  system  of  weighing  the  mails, 
and  of  computing'  the  average  daily  weight  upon  the  returns  for  a  certain  num- 
ber of  *'  consecutive  working  days "  which  had  obtained  in  the  Department 
for  years  before  the  i)assiige  of  the  law  of  1873  was  practically  adopted  by 
that  law  and  continued  without  change  In  the  administration  of  the  same.  For 
this  we  have  not  only  the  logic  of  the  facts,  but  the  statement  of  the  Second 
Assistant  Postmaster-General  for  the  year  1878,  who  states  on  page  61  of  his 
report :  "  In  1867  the  service  rendered  by  railroad  companies  was  gauged  by 
the  system  substantially  embodied  In  the  act  of  1873." 

It  should  be  borne  in  mind  that  the  whole  question  of  proper  compensation  to 
railroads  for  carrying  mails  was  before  Congress  at  two  different  times  during 
this  period,  upon  which  occasions  reductions  in  the  rates  were  made.  By  the 
acts  of  July  12,  1876.  and  June  17,  1878,  Congress  reduced  the  rates  provided 
for  by  the  act  of  1873  by  a  fiat  reduction  of  10  per  cent  and  5  per  cent, 
respectively.  I  think  it  must  be  assumed  that  such  action  could  not  be  taken 
by  Congress  without  thorough  information  upon  the  subject  In  all  its  details, 
including  the  construction  placed  upon  tlie  act  of  1873  by  the  executive  oflicers 
and  the  details  of  administration,  yet  the  reduction  effected  was  by  a  flat  rate 
of  deduction  and  not  by  any  change  In  the  law  which  would  necessitate  a 
different  construction  and  practice  with  reference  to  the  manner  of  computing 
the  average  dally  weight. 

This  construction  and  practice  continued  without  question,  so  far  as  the  facts 
are  known  in  this  office  or  disclosed  by  the  reports  and  records,  until  1884. 
The  reports  of  the  Postmaster-General  shov^  that  during  this  time  the  question 
of  ade(]uacy  or  inadequacy  of  railroad  rates,  and  of  desirable  revision  of  the 
law,  was  given  much  attention  by  the  Department.  There  is  no  suggestion  In 
any  of  these  rei)orts  that  there  was  an  Incorrect  method  of  computing  the 
average  weight  the  correction  of  which  would  reduce  the  pay  of  railroads. 
This  is  also  confirmed  bv  reference  to  the  annual  report  of  Postmaster-General 
Hatton,  1884;  Vilas,  1885  and  1886;  also  the  reports  of  the  several  Second 
Assistant  Postmasters-General  for  those  years.  It  will  be  noticed  further  by 
reference  to  the  report  of  the  Second  Assistant  Postmaster-General,  Knott.  1866, 
that  this  subject  of  rates  for  railroad  mail  transportation  had  been  before  the 
Senate  Committee  on  Transportation  In  1874,  the  special  commission  appointed 
by  the  President  under  the  act  of  1876,  known  as  the  "  Hubbard  Commission," 
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and  the  commission  of  1883,  composed  of  officers  of  the  Post-Office  Department. 
The  whole  subject  subsequently  received  the  careful  examination  of  a  joint 
commission  of  Senators  and  Representatives  in  Ck)ngre88,  reference  to  which  is 
made  in  the  Postmaster-General's  report  for  the  year  1906,  as  follows : 

"By  section  5  of  the  act  of  June  13,  18d8,  making  appropriations  for  the 
service  of  the  Post-Office  Department  for  the  fiscal  year  ended  June  30,  181)9, 
Ck>ngress  authorized  the  appointment  of  a  commission,  consisting  of  the  chair- 
man of  the  Committee  on  Post-Offices  and  Post-Roads  of  the  Senate  and  House 
of  Representatives  and  three  members  of  the  Senate  and  three  members  of 
the  House,  'to  investigate  the  question  whether  or  not  excessive  prices  are 
paid  to  railroad  companies  for  the  transportation  of  the  mails  and  as  compen- 
sation for  postal  car  service,  and  all  sources  of  revenue  and  all  expenditures 
of  the  postal  service,  and  rates  of  postage  upon  all  postal  matters/ 

"This  Commission  held  extended  hearings  for  a  period  of  several  years  and 
examined  witnesses  from  all  available  sources,  including  expert  statisticians, 
and  submitted  Its  report  to  Congress  in  1901.  Congress  has  taken  no  action 
on  this  report  nor  on  the  one  preceding  it." 

Among  these  Postmasters-General  were  not  only  several  eminent  lawyers, 
such  as  Mr.  Vilas  and  Mr.  Bissell,  but  men  eminent  In  business  affairs  and  who 
gave  special  study  to  the  question,  and  who  concluded  that  the  practice  was 
not  only  justified  by  the  law,  but  the  only  one  that  would  be  equitable  and  just 
under  the  circumstances. 

In  September,  1884„  Postmaster-General  Gresham  Issued  an  order  to  become 
effective  at  the  next  weighing,  as  follows:  "That  hereafter  when  the  weight 
of  mail  Is  taken  on  railroad  routes  performing  service  seven  days  per  week 
the  whole  number  of  days  the  mails  are  weighed,  whether  thirty  or  thirty- 
five,  shall  be  used  as  a  divisor  for  obtaining  the  average  weight  per  day." 

Postmaster-General  Gresham  retired  from  office  soon  thereafter.  Postmaster- 
General  Hatton  succeeded  him  October  14,  1884.  He  submitted  the  order 
to  the  Attorney-General  with  a  statement  and  illustration  of  the  practice 
which  had  prevailed  In  tabulating  weights  from  the  time  the  law  became 
effective.  On  October  31,  1884,  the  Acting  Attorney-General  rendered  an  opinion 
sustaining  the  practice  of  the  Department,  in  which  he  said : 

"  I  have  considered  yoin*  communication  of  the  22d  instant,  requesting  to 
know  whether  the  construction  placed  by  the  Post-Offlce  Department  on  sec- 
tion 4002,  subsection  2,  prescribing  the  mode  in  which  the  average  of  the 
weight  of  mails  transported  on  railroad  routes  shall  be  ascertained  Is  correct, 
and  am  of  the  opinion  that  that  construction  is  correct,  and  that  a  departure 
from  it  would  defeat  the  Intention  of  the  law  and  cause  no  little  embarrass- 
ment" 

This  opinion  was  published  by  the  Postmaster-General,  who  revoked  the 
order  of  Postmaster-General  Gresham,  above  referral  to.  and  the  practice  has 
continued  since  as  theretofore. 

While  Mr.  Vilas  was  in  the  Senate,  as  Is  well  known,  he  gave  the  subject  of 
railroad  mail  pay  very  careful  consideration  and  insisted  upon  amendment  of 
the  law.  During  this  time  he  addressed  a  letter  to  the  Sei-ond  Assistant 
Postniaster-Geiienil  upon  this  jiartlcular  subject  of  the  manner  of  computing 
the  average  daily  weight,  in  which  he  treats  the  subject  at  great  length.  One 
paragraph,  however,  is  sufficient  to  Indicate  his  views.    This  Is  as  follows: 

"The  only  question  is,  how  the  weight  of  mails  carried  on  Sunday  sliall  be 
treated  In  the  computation.  Are  they  to  be  reckoned  at  all?  Assuredly.  Unless 
they  be  reckoned  the  (Joveninient  will  pay  nothing  for  the  carriage.  Then  are 
they  to  be  reckoned  as  if  Sunday  were  a  *  working  day?'  If  so,  the  statute 
Is  violated  by  the  inclusion  of  Sunday  as  a  *  working  day.'  Still  more,  a  gross 
injustice  is  done  to  that  class  of  roads  which  renders  the  greatest  and  best 
service  to  the  Department.  That  would  be  to  grade  the  carriers  upon  an  average 
of  weights  whereby  the  roads  which  rendered  less  service  are  put  above  them 
proportionately.  The  roads  which  in  six  days  cari'y  all  the  mail  sent  over  them 
during  the  week  would  be  awarded  an  average  of  one-sixth  of  such  week's  total 
weight,  whereas  the  roads  which,  to  favor  the  Department,  run  an  additional 
day  to  carry  the  week's  mall  would  find  their  week's  total  weight  averaged  at 
one-seventh,  the  proportion  thus  being  in  favor  of  the  company  with  the 
least  claim  for  consideration.    This  can  not  be  the  design  of  the  statute.'* 

At  all  times  since  the  passage  of  the  act  of  1873  there  have  been  routes 
of  both  kinds,  though  the  proportion  upon  which  daily,  including  Sunday  serT- 
ice,  is  maintained  has  increased.  The  reports  and  records  show  that  at  the 
time  of  the  first  weighing  in  18C7  and  at  the  times  of  the  several  weighings 
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since,  including  the  weighing  upon  which  the  first  readjustment  under  the  law 
of  1878  was  made,  tliere  were  a  number  of  routes  upon  which  Sunday  seirice 
wjis  maintained  as  well  as  routes  upon  which  only  weA-day  service  waa  ren- 
dered. At  present  in  the  State  of  Pennsylvania  there  are  56  routes  upon 
which  mails  are  carried  every  day  in  the  year,  more  or  less  Sunday  serriee 
being  performed  on  such  routes.  In  the  same  State  there  are  190  routes  upon 
which  mails  are  carried  only  six  days  out  of  seven,  the  mails  originating  and 
accumulating  between  12  o'clock  Saturday  night  and  12  o'clock  Sunday  night 
being  weighed  and  tabulated  with  the  mails  carried  on  Monday.  In  the  Staite 
of  New  York  78  routes  have  Sunday  service  and  81  routes  six  days  a  vFeek 
service.  In  the  States  comprising  the  Middle  West  the  section  of  the  country 
in  which  mails  will  be  weighed  within  the  next  few  months,  there  are  374 
routes  which  had  Sunday  service  at  the  last  weighing,  and  428  routes  which  were 
without  Sunday  service — in  other  words,  which  relied  upon  six  days  a  week 
service  as  fulfilling  proper  conditions  justifying  the  legal  rate  of  pay. 

In  the  practice  of  the  Department,  railroads  which  do  not  carry  mails  on 
Sunday  are  held  to  be  entitled,  under  the  decision  of  the  Attorney-General  and 
the  long-prevailing  practice,  to  have  all  mail  matter  originating  and  accumulat- 
ing during  Sunday  added  to  the  Monday  tabulation  of  weights,  for  the  reason 
that  weighUig  of  the  mails  must  be  constructively  on  working  days,  and  there- 
fore mails  carried  on  Sunday  are  mails  which  otherwlpe  would  be  carried  on 
Monday  and  which  if  railroads  did  carry  on  Monday  they  would  receive  pro- 
rata compensation  for.  If  any  other  practice  were  adopted  with  reference 
to  this  six-day-a-week  service,  it  is  apparent  that  if  Sunday  service  were 
Inaugurated  upon  such  routes  and  the  mails  were  dispatched  up^)n  Sunday 
tiaius  and  thereby  reached  destination  earlier  than  they  otherwise  would, 
notwithstanding  the  Department  would  gain  by  this  expedition  of  the  mails, 
the  railroads  would  lose  by  having  the  average  weight  reduced  by  a  divisor  of 
7  instead  of  6. 

In  view  of  this  condition  of  the  service,  the  intention  of  the  law  as  disclosed 
by  the  history  of  the  subject  and  the  practice  and  construction  placed  upon 
it  by  the  Executive  officers  who  were  charged  with  its  execution,  of  the  con- 
temporaneous declaration  that  In  this  respect  the  law  adopted  the  practice 
which  existed  before  its  passage,  and  of  the  long-continued  and  unbroken 
maintenance  of  this  construction  upon  the  highest  legal  authority.  I  have  to 
submit  that  the  average  daily  weight  as  ascertained  by  the  existing  practice 
of  the  Department  is  the  correct  one  contemplated  by  the  statute. 
Very  respectfully. 

W.  S.  Shallenbebgeb, 
Second  Assistant  Postmaster-GeneroL 

Adjourned  at  1.45  p.  m. 

AFTER   RECESS. 
STATEMENT  OF  HON.  W.  S.  SHALLENBEBGEB— Continued. 

(Mr.  Shallenberger  was  accompanied  by  George  F.  Stone,  chief 
clerk,  Second  Assistant  Postmaster-Generars  office;  Alexander  Grant, 
assistant  superintendent  of  Railway  Mail  Service;  and  James  H. 
Crew,  superintendent  of  railway  adjustments.) 

The  Chairman.  Does  any  member  of  the  committee  desire  to  inter- 
rogate General  Shallenberger  with  reference  to  the  statement  which 
he  made  at  the  morning  session? 

Mr.  Stafford.  I  desire  to  do  so,  Mr.  Chairman. 

The  charge  made  by  the  express  company,  to  which  you  referred, 
for  the  carriage  of  newspapers,  is  limited  to  the  line  over  which  the 
express  company  has  sole  jurisdiction,  is  it  not? 

Mr.  Shallenberger.  I  can  not  answer;  it  is  not  so  limited  in 
regard  to  any  other  traffic*  I  can  send  a  package  by  express  aci*oss 
(he  continent  through  several  express  company  lines  on  a  rate  given 
me  by  the  initial  company' 

Mr.  Stafford.  I  think,  upon  inquiry,  you  will  find  that  the  low 
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rate  to  which  you  referred,  made  to  newspaper  publishers  for  the  car- 
riage of  newspapers,  is  limited  to  the  line  over  which  they  operate. 

Mr.  Shallekberger.  I  think  you  are  correct.  The  low  rate  is  not 
only  limited  to  the  system,  but  is  sometimes  limited  to  a  zone  within 
the  system. 

Mr.  Stafford.  Can  you  state  what  that  zone  is? 

Mr.  Shallenberqer.  No  ;  I  can  not. 

Mr.  Stafford.  Or,  can  you  approximate  the  extent  of  the  zone? 

Mr.  Shallenberger.  I  can  not.  I  only  know  that  the  testimony 
before  the  Commission  dealt  pretty  largely  with  that  subject,  and  I 
would  have  to  refer  to  that  testimony. 

Mr.  Stafford.  How  could  the  plan  that  you  suggest  of  charging  a 
diminishing  amount  for  the  carriage  of  mail  when  it  comprises 
second-class  matter  to  be  put  into  operation? 

Mr.  Shallenberger.  AVnen  the  weights  are  tabulated  on  any  given 
route  they  would  be  held  to  include  a  certain  per  cent  of  second-class 
matter,  that  percentage  being  reached  from  an  actual  weighing  of 
the  several  classes.  Such  weighing  did  occur  in  1899  and  is  likely  to 
be  repeated  in  1907. 

Mr.  Stafford.  But  in  the  weighing  of  mails,  as  now  established, 
you  do  not  distinguish  in  the  weight  ot  the  mails  between  the  different 
classes? 

Mr.  Shallenberger.  We  can  not. 

Mr.  Stafford.  Nor  do  you  ? 

Mr.  Shaijjenberger.  Nor  do  we. 

Mr.  Stafford.  So  it  would  be  based  entirely  upon  the  investigations 
you  have  made,  or  some  other  investigation  to  be  made,  of  the 
character  and  the  weight  of  the  various  kinds  of  mail  by  classes? 

Mr.  Shallenberger.  It  would  be  based  at  this  particular  time  on 
an  actual  weighing  of  all  the  mails  throughout  the  country  at  one  time 
in  the  year  1899,  regardless  of  the  weighing  in  particular  sections, 
for  the  purpose  of  adjusting  pay.  That  was  a  special  weighing  of 
mails  to  determine  the  aggi'egate  weight  of  mails  originatmg  in  a 
given  period  throughout  the  entire  country,  and  the  classification  of 
such  mails.  Now,  such  weighing  of  mails  is  contemplated,  as  I  under- 
stand, by  certain  members  of  CJon^ess  at  this  time.  PoSvsibly  the 
Postal  Commission  will  include  in  its  report  a  recommendation  for 
a  weighing  to  occur  in  the  near  future,  similar  to  that  which  occurred 
in  1899,  only  more  elaborate  in  its  details,  so  that  we  shall  have  not 
only  the  several  classes  but  the  subdivision  of  claSvSes;  npt  only 
weights  but  average  haul,  and  other  information  that  they  may  de- 
termine upon. 

My  suggestion  is  that  in  any  weighing  of  any  year,  based  upon  the 
weighing  of  1899,  until  there  shall  be  a  later  weighing  in  the  future, 
we  may  determine  the  actual  percentage  of  cecond-class  matter  pass- 
ing over  any  route;  and  when  the  aggregate  mail  matter  of  that  route 
has  been  tabulated,  that  percentage  of  the  aggregate  as  constitutes 
second-class  matter,  shall  be  stated  at  the  reduced  compensation,  what- 
ever that  may  be. 

Mr.  Stafford.  Can  you  give  any  reason  why  you  should  not  also 
make  a  like  distinction  as  to  the  weight  of  third  and  fourth  class 
matter? 

Mr.  Shallenberger.  I  should  only  offer  as  a  reason  the  principle 
prevailing,  as  I  have  said  in  the  beginning  of  my  remarks,  through- 
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out  the  Universal  Postal  Union  and  throughout  our  own  postal  ad- 
ministration, as  relates  to  ocean  carriage  of  mail  matter — ^the  prin- 
ciple which  prevails  in  all  commercial  transactions,  which  is,  that  the 
quality  and  character  of  matter  determines  the  rate  at  which  it  may 
properly  be  carried,  high-grade  matter  being  carried  at  a  high  rate 
of  compensation,  and  tne  lowest-grade  matter  being  carried  at  the 
lowest  compensation.  Hence  I  say  that  newspapers  and  periodicals, 
which  are  transient,  which  are  of  comparatively  little  value — as,  for 
instance,  newspapers,  which  could  not  be  sent  any  distance  at  all  to 
compete  with  local  papers  unless  they  could  be  sent  at  very  low  rates— 
that  particular  class  of  matter  which  is  now  carried  by  express  com- 
panies at  a  very  low  rate  should  also  be  carried  by  the  Government 
at  a  much  lower  rat«. 

POSTAL   REVENUE. 

Mr.  Stafj?x)rd.  I  call  your  attention  to  the  figures  that  you  read 
from,  as  found  at  pa^e  17  of  your  report  for  the  past  year,  in  which 
you  claim  that  the  diminishing  per  cent  of  expenditure  for  charges 
of  transportation  and  rental  of  postal  cars,  as  compared  to  the 
gross  postal  revenue,  showed  that  a  saving  was  bein^  made  in  the 
expenaiture  made  for  railway  transportation,  and  in  connection 
therewith  I  wish  to  ask  you  this  quCvStion : 

Does  it  necessarily  follow  that  because  the  postal  revenues  in- 
crease there  is  correspondingly  added  service  for  railroad  transpor- 
tation and  postal-car  facilities? 

Mr.  S11AU.ENBERGER.  1  think  it  doas,  for  the  reason  that  the 
postage  revenue  determines  the  volume  of  mail,  except  free  matter. 

Mr.  Stafford.  Is  it  not  a  fact  that  with  the  growth  of  the  mail 
service  in  the  past  twenty-five  j^^ears  there  has  been  a  greater  per- 
centage of  revenue  received  from  the  growth  of  purely  drop  mail, 
mail  for  local  delivery  in  the  cities,  and  that  the  gross  postal  revenue 
is  not  any  accurate  criterion  on  which  to  make  any  such  calculation 
as  you  hav^e  made  on  page  17? 

Mr.  Shallenberger.  I  have  no  figures,  and  I  think  there  are  no 
ptatistios  on  which  to  base  that  assumption. 

Mr.  Stafford.  You  use  these  figures  upon  the  assumption  that 
with  the  increased  postal  revenues  there  must  necessarily  increase 
added  quantities  of  mail  to  be  carried  over  the  railroads  in  like  pro- 
portion or  exceeding  proportion  ? 

Mr.  Shallenber(;er.  JTot  in  like  proportion,  necessarily,  but  it 
may  fairly  bo  assumed  that  it  would  be  substantially  the  same  pro- 
portion. I  will  also  add  that  the  information  I  received  upon  mak- 
ing just  such  an  inquiry  from  one  of  my  leading  officials  was  that 
in  the  last  six  years  the  proportion  of  mail  carried  by  railroads  in 
many  cases  was  larger,  for  the  reason  that  everv  year  we  are  taking 
up  more  or  less  star  service  on  new  railroads  lines  and  steam  rail- 
road lines  are  being  substituted  throughout  the  entire  country  for 
other  means  of  transportation — river  steamboat  transportation  and 
star  transportation. 

Mr.  Stafford.  The  sub'^tituted  service  of  railroad  for  star  service 
would  be  but  a  very  small  percentage  of  the  large  increase  of  mail 
by  reason  of  the  great  extension  of  business  during  these  past  years 
which  has  resulted  in  increased  postal  matter. 

Mr.  Shallenberger.  True ;  but  you  will  remember  that  the  large 


POST-OFFICE  APPROPRIATION   BILL.  173 

increase  in  mail  matter  is  from  the  leading  conmiercial  centers.    That 

foes  to  the  rapidl}'  building  sections  of  the  country,  such  as  Okla 
oma  and  Texas  and  distant  points,  involving  long  hauls. 

Mr.  Stratford.  It  goes  more,  in  a  larger  degree,  to  the  commercial 
centers  and  small  commercial  centers  situated  throughout  the  manu- 
facturing districts  of  the  country;  not  so  much  to  the  agricultural 
as  to  the  manufacturing  and  commercial  districts  east  of  the  Missis- 
sippi rather  than  west  of  the  Mississippi,  does  it  not? 

Mr.  Shallexberger.  I  scarcely  know  just  what  vour  reference  now 
is.    To  what  class  of  mail  matter  do  you  refer — ^all  classes? 

Mr.  Stafford.  The  same  class  of  mail  that  you  were  referring  to. 
As  a  general  proposition,  instead  of  this  increase  going  to  Oklahoma 
and  a  character  of  country  like  that,  does  it  not  go,  by  reason  of  the 
increased  business,  to  the  growing .  industrial  and  manufacturing 
and  commercial  centers  east  of  the  Mississippi? 

Mr.  Shallenberger.  All  such  questions,  which  are  hypothetical, 
and  which  we  have  no  statistics  to  justify  me  in  a  careful  statement 
about,  must  be  determined  by  an  actual  weighing.  Such  a  weighing 
did  occur  in  1800.  Such  a  weighing  I  hope  may  occur  in  the  near 
future. 

In  1800  we  have  the  actual  figures  to  this  effect:  That  86.04  per 
cent  of  mail  originating  in  the  country,  including  all  the  cities, 
actually  went  on  railroads.  Now,  if  we  should  have  a  weighing  in 
the  near  future,  that  per  cent,  as  you  have  intimated,  might  be  in- 
creased ;  I  do  not  know. 

Mr.  Stafford.  Or  it  might  be  diminished  ? 

Mr.  Shallenberger.  Or  it  might  be  diminished.  Whether  it  is 
or  not,  I  claim  that  it  is  the  very  best  basis  which  we  can  have  for 
determining  how  much  mail  matter  actually  -does  go  upon  the 
railroads. 

I  have  made  a  little  table — I  did  not  furnish  it  before,  but  I  can 
furnish  it  now — which  adds  to  what  I  have  already  said,  the  state- 
ment that  out  of  the  86.04  per  cent  of  mail  which  actually  did  go  to 
the  railroads,  the  percentage  of  the  pro  rata  revenue  which  was  used 
by  the  Second  Assistant's  office  for  transportation  of  railway  mail 
and  for  postal  cars  was  42.15  per  cent  in  the  year  1000.  In  the  year 
1006  the  proportion  of  revenue  from  that  class  of  mail  which  went 
to  the  railroads  for  those  two  services  was  32.40  per  cent,  or  a  reduc- 
tion of  10.25  per  cent  in  six  years. 

(At  this  point  Mr.  Shallenberger  produced  the  following  table, 
which,  by  direction  of  the  conmiittee,  is  made  a  part  of  the  record :) 

86.04  per  cent   '  ^JSRtL^i^"?.!?^     Per- 


Ftecal  year.  PoHtal  revenue.  \  carrieTby  rail-     ^^2?ton'aSd 

i  '^^*-  postal  cars. 


1900 '    1102,364,679.20  1      $88,066,879.94        «87, 123. 277. 27 

1906 ,      167,982,782.95        144,489,366.46  46,825,994.19 


cent- 
a^e. 


42.15 
82.40 


Per  cent. 
Special  weighing,  1900,  report  shows  : 

Weight  of  mail  matter  from  which  revenue  Is  derived 48.69 

Weight  of  mail  matter  from  which  no  revenue  Is  derived 56. 31 
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WEIGHING   OF  MAILS. 

Mr.  Stafford.  If  I  understood  the  statement  which  was  prepared 
under  your  direction,  and  which  was  sent  to  the  committee  and  read 
this  morning,  bearing  date  January  9,  it  was  the  practice,  in  tabu- 
lating the  mail,  up  to  sometime  in  the  seventies,  to  divide  by  30  for 
thirty  working  days  ? 

Mr.  Sii ALLEN BERGER,  Thc  rccords  of  the  Department  show  that  be- 
tween 1867  and  1873,  when  the  law  was  passed,  that  was  the  practice. 

Mr.  Stafford.  Prior  to  1873,  if  you  recall,  was  there  any  provision 
of  law  as  to  the  character  of  days  on  which  the  mail  should  be 
weighed — whether  working  days,  or  all  days,  or  the  number  of  con- 
tinuous days? 

Mr.  SiTALLENBERGER.  I  should  refer  you  to  the  statement  for  an 
answer  to  that  question.     It  quotes  the  law. 

Mr.  Stafford.  I  do  not  recall  any  mention  having  been  made  in 
the  statement  as  to  whether  there  was  any  law  up  to  that  time;  but 
I  do  recall,  if  I  remember  correctly  (and  I  followed  the  statement 
very  closely),  that  it  was  originally  inaugurated  by  departmental 
regiilation.  Now  I  am  trying  to  ascertain  when  the  law  was  passed 
which  is  now  found  on  the  statute  book. 

Mr.  Sh ALLEN  BERGER.  My  imprcssiou  is  that  it  was  established  by 
departmental  regulation  imtil  the  law  of  1873. 

Mr.  Stafford.  Did  the  law  fixing  the  basis  of  pay  of  1873  also 
characterize  the  days  on  which  the  weighing  should  be  computed? 

Mr.  Sh  ALLEN  BERGER.  It  characterized  the  working  days  as  the  only 
days  on  which  mail  should  be  weighed. 

IVfr.  Stafford.  It  was  in  one  and  the  same  act,  was  it? 

Mr.  Sh  ALLEN  BERGER.  In  one  and  the  same  act. 

Mr.  Stafford.  Will  you  kindly  amplify  your  suggestion  as  to  the 
reduction  in  pay  on  those  routes  which  carry  more  than  5,000  pounds 
and  up  to  200,000  pounds,  and  a  lower  rate  based  on  the  proportion 
of  second-class  matter  carried,  and  state  the  reason  why  you  make 
that  suggestion? 

Mr.  Shallenberger.  I  may  not  be  able  to  state  it  in  the  words  Ihat 
I  used ;  but  I  will  state  the  thought  in  my  mind. 

Mr.  Stafford.  Just  generally ;  because  it  wa<5  the  wish  of  the  mem- 
bers of  the  committee  not  to  interim pt  you,  so  as  tf)  have  a  connected 
statement  in  the  record,  and  we  now  wish  to  have  you  make  it  a  little 
luller. 

railway-mail  pat. 

Mr.  Shallenberger.  My  statement  was  that  in  the  event  the  com- 
mittee decided  to  continue  the  present  law  in  its  method  of  tabula- 
tion and  weighing,  I  would  suggest,  as  a  method  of  reducing  railway 
mail  pay  equitably,  that  on  all  roads  carrying  5,000  pounds  of  mail 
daily,  or  over,  and  under  200,000  pounds  of  mail  dailv,  as  an  average, 
a  reduction  from  the  lawful  rate  to  a  given  per  cent  (say,  25  per  cent, 
if  that  should  be  the  decision  of  the  committee)  be  declared  on  such 
percentage  of  the  aggregate  mail  as  the  last  weighing  of  mail  in  the 
entire  country  determined  was  the  percentage  of  second-class  matter 
carried  on  railroads,  that  being,  under  the  last  weighing,  twenty- 
eight  and  a  fraction,  with  the  understanding  that  any  subsequent 
weighing  of  mails  throughout  the  country  should  be  relied  upon  as 
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the  basis  for  determining  what  percentage  should  thereafter  determine 
the  amoimt  of  mail  on  any  route  that  will  be  subject  to  that  reduction. 
Then^  on  routes  where  200,000  pounds  or  more  were  carried,  a  higher 
rate  of  reduction  should  attach  to  that  percentage  of  mail  matter, 
assuming  that  according  to  the  principle  which  I  have  stated  pre- 
vailing in  the  business  world  and  in  the  Universal  Postal  Union  the 
lowest  grade  of  traffic  and  the  greatest  daily  weight  should  be  carried 
at  the  lowest  rate  per  ton. 

Mr.  Stafford.  In  England  and  on  the  continent  do  the  railroads 
receive  less  pay  by  reason  of  the  character  of  the  mail  ? 

Mr.  Shallenberger.  I  am  not  able  to  say,  because  I  have  not  in 
mind  the  contracts  for  land  carriage;  but  t  stated  that  in  the  Uni- 
versal Postal  Union  the  pay  on  all  the  ocean  routes  provided  by  the 
convention  was  44  cents  per  pound  for  letters  and  4^  cents  per  pound 
for  prints,  there  being  included  in  "  prints  "  all  except  letters.  That 
was  based,  of  course,  upon  the  principle  which  I  have  stated,  that  the 
low-grade  traffic  j^hould  have  the  low  rate  of  transportation,  although 
included  in  the  same  bag,  on  the  same  steamer,  and  in  the  same  space 
on  the  steamer. 

Now,  I  say,  applying  that  principle,  which  this  Government  has 
assenteid  to  in  being  a  party  to  the  Union,  also  the  principle  which  has 
been  established  bv  our  own  law,  which  provides  that  the  sea  and 
land  postage  shall  be  the  remuneration  of  steamers  carrying  the 
American  flag — assuming  that  that  principle  should  be  engrafted 
upon  the  land  carriage  oimails — there  would  seem  to  be  a  reason  why 
a  differential  rate  should  be  made  on  that  class  of  matter  in  our  own 
legislation. 

Mr.  Stafford.  How  are  the  weights  of  these  two  respective  classes 
of  mail  determined  as  a  basis  for  computation  of  pay  to  the  steam- 
ships for  the  carriage  of  mail? 

Mr.  Shallenberger.  By  weighings  which  occur  at  every  dispatch. 

Mr.  Stafford.  How  often  are  those  weighings  made? 

Mr.  Shallenberger.  At  every  dispatch  actual  weights  are  taken. 

Mr.  Stafford.  Are  the  various  classes  of  mail  separated,  so  as  to 
determine  the  weight  of  each  respective  class? 

Mr.  Shallenberger.  The  weights  of  the  two  classes  which  I  have 
referred  to,  letters  and  prints,  are  determined  at  every  port  of  dis- 
patch, on  every  single  dispatch  of  mail  that  goes. 

Mr.  Stafford.  Are  there  any  other  classes  of  mailable  matter  going 
abroad  besides  prints  and  letters? 

Mr.  Shallenberger.  There  are  none  recognized  in  the  law  of  com- 
pensation. 

Mr.  Stafford.  Under  the  category  of  "  prints,"  would  merchandise 
be  included  ? 

Mr.  Shallenberger.  Prints  and  periodicals;  merchandise  is  not 
included.  Samples  of  merchandise  which  are  very  limited  in  weight 
are  included  in  the  term  "  prints." 

Mr.  Stafford.  Under  what  classification  do  you  get  authority  to 
send  parcels  post  ? 

Mr.  Shallenberger.  We  get  that  under  the  print  regulation. 

Mr.  Stafford.  Does  not  that  consist  of  merchandise? 

Mr.  Shallenberger.  That  consists  of  merchandise;  but  that  is  a 
separate  convention.  It  is  not  the  Universal  Postal  Convention.  Our 
Universal  Postal  Convention  authorizes  the  various  govermnents  of 
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the  Union  to  conclude  between  themselves  separate  parcels  post  con- 
ventions. 

Mr.  Stafford.  What  rate  is  paid  the  steamship  companies  for  the 
carriage  of  mail  that  is  included  under  parcels  post? 

Mr.  Shallenberger.  Four  and  one-half  cents  per  pound. 

Mr.  Stafford.  The  same  as  for  prints? 

Mr.  Shallenberger.  The  same  as  for  prints. 

Mr.  Stafford.  You  referred  to  the  case  of  the  Long  Island  Rail- 
road as  being  an  instance  where  the  pay  is  incommensurate  for  the 
service  rendered. 

Mr.  Shallenberger.  WTiere  it  is  claimed  that  it  is. 

Mr.  Stafford.  Can  you  state  whether  the  total  amount  of  mail  car- 
ried on  that  route  brings  it  within  the  lower  classes  or  in  the  upper 
class  of  pay  ? 

Mr.  Shali.enberger.  I  will  ask  Mr.  Grant  to  state  whether  there 
is  not  a  very  large  proportion  of  service  on  the  Long  Island  system 
in  apartment  cars? 

'Mr.  Stafford.  My  purpose  is  this — ^to  ascertain  whether  the  abro- 
gate amount  of  mail  carried  on  that  route  is  such  as  to  entitle  it  to 
the  lowest  rate,  or  whether  they  are  in  the  higher  category  of  pay. 

Mr.  Grant.  It  carries  a  very  fair  amount  of  mail,  but  it  is  divided 
up  among  so  many  trains  that  separate  handlings  of  small  parcels 
imposes  a  greater  expense  upon  the  company. 

Mr.  Stafford.  You  have  referred  quite  frequently  to  Senator 
Vilas — not  in  your  statement,  but  in  the  letter  that  was  referred  to 
in  the  hearings.  Can  you  state  what  amendment  he  proposed  for  the 
readjustment  of  mail  pay? 

Mr.  Shallenberger.  I  can  not. 

Mr.  Stafford.  Do  the  records  of  the  Department  show  anything  as 
to  what  his  proposed  plan  was? 

Mr.  Shallenberger.  I  am  not  prepared  to  say  that  the  records  do 
show.  I  have  only  been  advised  that  in  discussing  the  question  with 
departmental  officials  he,  as  well  as  Mr.  Loud,  and  as  well  ^s  some 
of  the  former  officials  of  the  Department,  were  inclined  to  think  that 
much  more  emphasis  should  be  laid  on  space  rather  than  on  weight 
than  we  are  now  doing,  and  that  in  the  mmds  of  some  of  them  it  was 
the  conclusion  that  the  basis  for  pay  should  be  space  alone  rather  than 
weight. 

Mr.  Stafford.  Do  you  state  that  the  present  schedule  of  pay  is  not 
according  to  weight  per  pound,  but  more  on  a  basis  of  pay  for  space? 

Mr.  Shallenberger.  As  a  basis  of  pay  for  service  rendered.  Now, 
in  "  service  "  we  not  only  include  space  in  the  car,  but  we  include 
space  in  the  depot.  We  include  what  is  called  "  side  service,"  mes- 
senger service  to  and  from  post-offices.  We  include  all  those  factors 
in  what  we  call  "service,"  and  they  must  all  be  considered  when 
making  a  contract  with  a  railroad  for  annual  compensation.  In 
Great  Britain  the  postal  administration  and  the  railroads  consider 
together  all  the  various  items  of  service,  and  then  they  agree  on  what, 
for  the  service  as  a  whole,  would  be  an  adequate  annual  compensation. 

Mr.  Stafford.  In  any  country  abroad  do  you  know  whether  there 
is  any  system  of  zone  charges  established,  so  far  as  other  cla&ses  of 
mail  than  letters  are  concerned? 

Mr.  Shallenberger.  Yes;  in  Germany  I  found  that  there  were 
six  zones  for  the  carriage  of  parcels-post  mail. 
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ilr.  Stafi'X)RD.  Were  thej^  equal-sized  zones — that  is,  did  they  in- 
crease by  the  same  distance  m  concentric  circles? 

Mr.  Shallenberger.  I  am  not  able  to  say,  but  I  think  not,  and  the 
zone  charge  did  not  apply  until  parcels  had  reached  a  weight  over  11 
pounds.  On  all  parcels  of  a  weight  of  11  pounds  and  under  there 
was  no  zone  rate. 

Mr.  Stafford.  AVas  there  any  zone  rate  as  to  any  other  character  of 
mail  than  parcels? 

Mr.  Shallenberger.  I  think  not. 

Mr.  Stafford.  Not  as  to  newspapers  or  periodicals? 

Mr.  Shallenberger.  I  think  not.  The  theory  was  that  when  a 
parcel  reached  11  pounds  or  more  it  was  possible  then  to  treat  it  as  a 
separate  package,  and,  like  the  express  companies  do  here,  to  bill  it 
regularly.  But  on  the  small  parcels  it  would  be  apparently  an 
impossiblity  to  have  a  zone  rate  for  each  one  of  those  little  parcels. 

Mr.  Steenerson.  You  have  explained  in  this  letter  the  practice  of 
the  Department  in  ascertaining  the  daily  weight  of  mails  on  the  dif- 
ferent routes.  Am  I  correct  in  this  understanding — that  the  unit  is 
the  daily  \Ceight,  regardless  of  the  frequency  of  the  dispatch  of  mail 
over  the  route  during  that  day?  In  other  words,  the  pay  would  be 
the  same  if  there  were  24  dispatches  of  mail  over  the  route  (that  is,  a 
mail  every  hour)  as  if  there  were  only  one  dispatch  of  mail  over  the 
route  in  twenty-four  hours?  The  weight  being  the  same  in  both 
cases,  the  pay  would  be  the  same  whetlier  it  was  dispatched  24  times 
or  once  during  the  twenty-four  hours? 

Mr.  Shallenberger.  That  is  correct;  once  in  each  direction,  of 
course. 

Mr.  Steenerson.  Yes.  Now,  that  ignores  the  element  of  train  or 
car  mileage  in  the  service,  does  it  not? 

Mr.  Shallenberger.  Yes;  I  think  so. 

Mr.  Steenerson.  Do  you  think  it  would  be  practicable  to  also  take 
into  account,  if  a  new  method  was  devised,  the  mileage  that  the  cars 
make,  and  the  frequency  with  which  the  mail  was  carried  during  the 
twenty-four  hours  ? 

Mr.  Shali.exberger.  I  shall  ask  Mr.  Grant,  who  is  a  thoroughly 
educated  postal  oflRcial,  to  say  whether,  in  his  judgment,  that  would 
be  practicable.     Then  I  may  have  a  word  to  add. 

Mr.  Steenerson.  It  is  now  recognized  that  the  service  is  more  effi- 
cient Avhere  the  dispatch  is  more  frequently  than  once  in  twenty-four 
hours  than  where  it  is  only  once  in  twcnty^four  hours,  is  it  not?  It  is 
a  more  valuable  service  ? 

Mr.  Shallenberger.  Yes;  I  think  the  law  reads: 

That  the  mail  shaU  he  conveyed  with  due  frequency  and  speed,  and  that  suffi- 
cient and  suitahle  room,  fixtures,  and  furniture  In  a  car  or  apartment,  properly 
lighted  and  warmed,  shall  he  provided  for  railway  postal  clerks  to  accompany 
and  distribute  the  mails. 

In  the  admiuistration  or  construction  of  that  section — 1164 — ^the 
Department  holds  this  rule :  That  one  round  trip  per  day  on  roads 
which  have  but  one  train  scheduled  shall  constitute  a  sufficient  service 
to  entitle  them  to  the  compensation  provided  by  law,  but  that  where 
a  road  schedules  two  or  more  trains,  mails  may,  and  as  a  rule  are 
carried  on  all  trains,  and  especially  on  the  best  trains.  We  estimate 
the  train  values  separately,  while  we  weigh  the  entire  volume  of  mail 
carried  by  any  number  of  trains  within  the  twenty-four  hours  and 
PGA  B— 07 12 
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base  our  annual  compensation  on  total  weight  carried  during  the 
( wenty-f our  hours.  We  also  take  note  of  the  value  of  each  train  dur- 
ing the  weighing  period,  so  that  after  the  period  of  weighing  we  feel 
justified  in  expecting  that  that  like  frequency  shall  be  maintained, 
and  should  there  be  a  failure  of  any  one  of  those  trains,  deductions,  and 
if  necessary,  fines  are  imposed.  In  that  way  we  construe  the  section 
to  justify  the  Postmaster-General  in  demanding  "  due  frequency." 

Mr.  Steenerson.  I  understand  that  this  section,  then,  comes  in  and 
in  effect  modifies  the  requirements  of  the  other  section  which  con- 
templates only  daily  mails  ? 

Mr.  SnALLENBERGER.  It  rather,  as  construed  by  the  Postmaster- 
General,  leaves  it  within  his  discretion  to  say  what  shall  be  "  due  fre- 
quency "  on  a  given  road  and  over  a  given  route.  In  other  words, 
we  give  attention  to  the  fact  that  a  road  publishas  say  a  fast  schedule 
at  the  time  of  or  previous  to  the  weighing,  and  we  may  divert  certain 
mails  to  that  road  which  had  been  carried  by  a  competing  road  for 
years.  Now,  if  for  any  reason,  after  the  period  of  w^eighing,  the 
road  decides  to  withdraw  that  train  before  we  have  made  our  adjust- 
ment of  pay  some  months  later,  we  deduct  the  entire  weight  of  mail 
carried  by  that  particular  train  during  the  weighing  from  the  aggre- 
gate weight  carried.  We  have  not  had  to  do  that  in  more  than  one 
or  two  cases,  but  you  can  readily  see  why  we  should  have  that  power. 
It  quiets  the  suspicion  that  a  road,  a  few  months  or  a  month  previous 
to  the  weighing,  would  think  of  scheduling  a  train  for  the  distinct 
purpose  of  taking  mail  from  a  competitor  on  a  fast  schedule,  with 
the  intent  to  withdraw  that  train  soon  after  the  weighing.  Now, 
while  there  are,  we  apprehend,  few  roads  that  would  think  of  that. 
still,  lest  it  might  be  done,  we  take  especial  note  of  every  such  fast 
train  and  its  weight  of  mail. 

Again,  the  inspection  division  of  my  bureau  classifies  the  train 
service  on  the  various  routes  by  a  percentage  of  value  attaching  to 
each  train ;  so  that,  if  for  any  reason,  a  train  fails  a  proportionate 
deduction  of  its  pay  is  made,  subject  to  satisfactory  explanation. 

Mr.  Si'EENERSON.^  The  only  effect,  then,  of  dispatching  mail  more 
frequently  than  once  a  day  over  a  route  would  be  that  it  might  at- 
tract more  mail  and  thereby  increase  the  total  weight? 

Mr.  Shallenberger.  It  might  and  it  does. 

Mr.  Steenerson.  And  it  does  ? 

Mr.  Shallenberger.  And  it  does. 

Mr.  Steenerson.  But  where  they  did  that  for  the  purpose  of  arti- 
ficially increasing  the  quantity  of  mail  transported  during  the  weigh- 
ing period,  you  would  have  your  remedy,  as  you  have  suggested, 
there? 

Mr.  Shallenberger.  Yes. 

The  Chairman.  The  committee  will  now  take  up  the  items  of  the 
bill  in  the  order  in  which  they  appear  in  the  skeleton  bill  for  inquiry. 

Mr.  Shallenberger.  I  will  ask  Mr.  Stone  to  proceed  on  that  part 
of  the  bill,  as  he  has  special  charge  of  it. 

star  routes. 

The  Chairman.  In  your  recommendation  for  inland  transporta- 
tion for  star  routes,  you  ask  for  an  increase  of  $178,000,  or  2.45  per 
cent  increase  over  the  current  appropriation.  "WTiat  is  the  explana- 
tion of  that  proposed  increase? 


POST-OFFICE   APPROPRIATION    BILL.  179 

Mr.  Stone.  In  that  connection  it  should  be  noted  that  it  is  ex- 
pected that  there  will  be  a  deficienc}'  for  the  current  year  of  approxi- 
mately $255,000,  so  thjit  the  estimate  submitted  for  next  year  is  less 
thnn  the  probable  expenditure  for  this  year  by  $77,0Q0.  The  ex- 
pected deficiency  for  the  current  year  is  due  to  two  factors:  First, 
that  the  appropriation  is  $120,000  less  than  was  estimated  by  th^ 
Department;  and,  second,  that  the  estimate  for  the  current  year, 
which  was  prepared  in  August,  1905,  was  based,  in  part,  upon  the 
assumption  that  the  star  service  which  would  be  discontinued  by 
reason  of  the  establishment  of  rural  delivery  during  the  fiscal  year 
ending  June  30,  1906,  vvould  be  substantially  the  same  as  that  in  the 
preceding  vear.  But  the  reduction  in  annual  rute  proved  to  be  less 
by  $153,000. 

The  Chairman.  Why  was  not  the  reduction  due  to  the  increase  of 
rural  e^ervice  as  high  as  it  was  the  preceding  year? 

Mr.  Stone.  It  has  been  decreasing  for  the  last  three  vears.  The 
star  service  that  was  superceded  by  reason  of  the  establishment  of 
rural  delivery  in  1904,  Avas,  in  round  figures,  $579,000  in  annual  rate. 
In  1905  it  was  $535,000;  and  in  190G,  the  last  year,  $382,000.  So 
that  it  has  been  decreasing  for  the  past  three  years. 

The  Chairman.  But  ought  not  the  star  service  to  decrease  more 
rapidly  as  the  rural  service  increases? 

Mr.  Stone.  I  think  not.  When  the  rural  service  first  began  to  be 
established  it  naturally  went  into  the  most  thickly-settled  portions 
where  there  were  more  star  routes  that  would  be  superseded.  But 
now  that  the  rural  service  has  been  in  operation  for  quite  a  number 
of  years,  as  it  is  established,  there  is  less  star  service  to  be  superseded. 

The  Chairman.  But  has  not  the  department  of  the  Second  Assist- 
:int  Postmaster-General  been  less  inclined  to  discontinue  the  star 
^•erA'ice  in  the  past  two  or  three  3'ears  than  it  was  in  former  years, 
even  where  conditions  were  the  same? 

Mr.  Stone.  On  the  contrary,  you  will  remember  that  the  appro- 
priation for  the  current  year  contained  a  provision  on  that  subject, 

That  no  part  of  this  appropriation  shall  be  expended  for  continuance  of  any 
.^tar  service  the  patronage  of  which  shall  be  served  entirely  by  the  extension  of 
rural-delivery  service;  nor  shall  any  part  of  said  sum  be  expended  for  the 
establishment  of  new  star  service  for  patronage  which  is  already  entirely 
served  by  rural  delivery. 

Immediately  after  the  passage  of  that  law  the  Second  Assist- 
ant's bureau  sent  out  inquiries  to  the  postmastei^s  on  all  star  routes 
15  miles  in  length  and  under  to  ascertain  whether  they  were  covered 
wholly  by  a  rural  carrier.  The  length  of  15  miles  Avas  selected  be- 
cau.'-e  if  a  rural  carrier  travels  up  15  miles  and  has  to  make  a  return 
trip,  he  will  be  traveling  approximately  30  miles;  and  it  was  believed 
that  very  few  rural  routes  were  as  long  as  that. 

Wherever  the  replies  received  from  postmasters  indicated  that  the 
route  was  entirely  covered  by  a  rural  carrier  we  reported  that  fact 
to  the  Fourth  Assistant  Postmaster-General,  who  has  charge  of  the 
rural  service,  and  asked  whether  the  patronage  of  that  route  could 
be  entirely  supplied  bv  the  rural  service  withm  the  meaning  of  the 
law.  ^\Tierever  the  l^ourth  Assistant  reported  that  it  could  be,  the 
Second  Assistant's  office  discontinued  the  star  service.  In  that  way 
70  routes  were  discontinued,  aggregating  an  annual  rate  of  ex- 
penditure of  $17,031).     There  were  some  other  routes  in  which  we 
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issued  the  order  to  discontinue,  or  did  discontinue,  and  afterward^ 
it  was  shown  that  the  patronage  was  not  entirely  supplied  by  thi* 
rural  service  under  the  law  as  construed  by  the  Assistant  Attorney- 
General,  and  that  service  was  restored.  The  figures  that  I  have 
given  you  are  the  net  results  of  the  action  under  that  law. 

.    The  principal  item  of  increase  for  the  current  j^ear 

'  The  Chairman.  Before  you  reach  that,  the  proviso  to  which  yon 
have  just  referred  was  prompted,  was  it  not,  because  it  was  not 
thought  that  the  discontinuances  of  star  service  were  rapid  enougl 
where  rural  service  was  inaugurated;  and  it  was  rather  to  stimulate 
your  bureau  to  act  on  that  line  that  the  proviso  was  inserted  in 
the  law  ? 

Mr.  Stone.  Of  course  I  do  not  know  what  the  thought  of  the 
committee  was ;  but  we  have  carried  out  the  law  the  he^A  we  could. 

The  Chairman.  Has  your  bureau  declined,  in  many  instance*^, 
to  discontinue  star  service  where  such  discontinuance  has  been  recom- 
mended by  the  Fourth  Assistant  Postmaster-General,  who  has  charge 
of  the  installation  of  the  rural  service? 

Mr.  Stone.  Within  the  past  year? 

The  Chairman.  Yes,  sir;  within  the  current  year,  during  the  cur- 
rent fiscal  year? 

Mr.  Stone.  I  presume  there  may  be  some  instances  of  that  kind.  I 
do  not  recall  any  specific  case  of  that  kind.  If  so,  it  is  for  reasons 
which  we 

The  Chairman.  The  practice  has  been,  has  it  not,  for  the  Fourth 
Assistant,  when  the  installation  of  rural  service  has  been  authorized, 
to  make  recommendation  through  the  proper  channel  coming  to  the 
Second  Assistant's  office  for  the  discontinuance  of  star  service? 

Mr.  Stone.  It  has  been,  and  almost  invariably  his  recommendation 
has  been  followed. 

The  Chairman.  Has  it  not  been  followed  almost  invariably  ? 

Mr.  Stone.  Almost  invariably. 

The  Chairman.  One  would  naturally  suppose,  would  one  not. 
that  the  heavy  installation  of  rural  service  would  have  resulted  in 
more  discontinuance  of  star  service? 

Mr.  Stone.  I  think  not,  for  the  reasons  stated. 

The^CiiAiRMAN.  Does  the  installation  of  rural  service  stimulate  the 
installation  of  additional  star  service? 

Mr.  Stone.  No;   I  would  not  say  that. 

The  Chairman.  Is  it  the  policy  of  the  Second  Assistant  to  look 
upon  the  installation  of  rural  service  as  a  more  frequent  mail  service 
W'ithout  any  reference  to  a  discontinuance  of  star  service,  where  there 
is  a  fair  service  by  the  rural  service  over  the  same  general  territory? 

Mr.  Stone.  There  is  no  such  policy.  On  the  contrary,  the  policy  is 
to  withdraw  the  star  service  wherever  it  can  be  done. 

The  Chairman.  Then  wh^^  in  view  of  the  exceedingly  heavy  in- 
stallation of  rural  service,  is  there  such  a  constant  increase  in  the 
recommendations  of  the  Second  Assistant's  office  for  additional  sums 
for  the  expenditure  of  money  in  the  star  service — does  it  grow  out 
of  additional  service  or  higher  rates  for  the  same  service  ? 

Mr.  Stone.  It  grows  out  of  two  facts:  One  is  the  higher  rates, 
which  I  was  about  to  speak  of,  as  we  re-let  existing  contracts,  and 
the  other  is  the  fact  that  we  must  continue  to  extend  star  service — 
new  star  service — into  territory  that  can  not  be  supplied  by  rural 
carriers. 
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The  Chairman.  Are  there  not,  Mr.  Stone,  a  great  many  places 
throughout  the  country  where  there  is  practically  a  duplication  of 
star  and  rural  service? 

Mr.  Stone.  I  think  not. 

The  Chairman.  Do  not  both  the  star  carriers  and  the  rural  car- 
riers in  many  instances  travel  over  a  part  of  the  same  highways  for 
their  daily  service? 

Mr.  Stone.  For  short  distances  there  are  cases  of  that  kind. 

The  Chairman.  YVTiat  do  vou  mean  by  "  short  distances  " — ^how 
short? 

Mr.  Six)NE.  I  could  not  tell  you  that. 

The  Chairman.  Are  there  not  many  cases  in  which  the  mileage 
over  which  the  rural  carrier  and  the  star  carrier  travel  on  the  same 
dav  equals  approximated  50  per  cent  of  the  mileage  traveled  by 
eitW? 

Mr.  Shali^nberger.  Mav  I  answer  that  question,  Mr.  Chairman  ? 

The  Chairman.  I  am  asking  the  Second  Assistant's  Bureau ;  any- 
body can  answer  it  who  is  able  to. 

Mr.  Sh ALLEN berger.  Very  well.  I  would  like  to  say  a  word  from 
my  experience.  I  have  had  to  deal  with  certain  cases  in  the  last  three 
months  as  presented  by  Members  of  Congi'ess  for  their  constituents. 
Mr.  Stone  refers  to  the  fact  that  our  inquiries  were  sent  out  only 
to  star  routes  of  15  miles  and  less  in  length,  out  it  happens  that  a  great 
many  routes  are  more  than  15  miles  in  length,  ancl  must  necessarily 
be  covered  by  the  star  service ;  and  those  roads  in  many  cases  are  used 
by  the  rural  carrier.  We  can  not  prevent  it  if  we  would.  That  is 
wholly  within  the  jurisdiction  of  the  Fourth  Assistant;  and  if  he 
deems  it  neces^i^ry  to  have  a  duplication  of  service  over  a  star  route 
which  we  can  not  discontinue,  we  can  not  be  responsible  for  it. 

The  Chairman.  Then  will  you  be  good  enough  to  answer  my  ques- 
tion— whether  it  is  not  a  fact  that  in  many  cases  the  mileage  of  the 
highways  traveled  by  both  the  star  carrier  and  the  rural  carrier 
equals  at  least  50  per  cent  of  the  mileage  traveled  by  each? 

Mr.  Shallenberger.  That  we  can  not  answer  unless  we  make 
especial  inquiry  of  the  P'ourth  Assistant.  We  have  never  gone  into 
the  routes  beyond  15  miles  in  length,  because  we  think  that  under  the 
law  star  service  should  connect  post-offices  at  greater  distances  apart 
than  that. 

The  Chairman.  Then  limit  my  inquiry  to  those  routes  that  have 
been  examined  by  you,  namely,  those  15  miles  in  length.  Is  it  not 
true  as  to  those  routes  ? 

Mr.  Shallenberger.  We  have  simply  inquired  whether  the  entire 
patronage  of  such  a  route  can  be  supplied  by  rural  service.  If  it  can 
not,  but  is  supplied  in  part  and  can  not  be  supplied  in  whole,  then  we 
continue  the  star  route.  But  without  any  knowledge  as  to  the  pro- 
portions of  that  road  that  may  be  covered  by  the  rural  service 

The  Chairman.  But  the  question  which  I  asked,  and  which  you  de- 
sired to  answer,  is  not  with  any  reference  whatever  to  the  length  of 
any  star  service:  but  it  is  with  reference  to  what  proportion  of  the 
same  mileage  of  highways  is  traveled  over  each  day  by  both  the  rural 
carrier  and  the  star  carrier? 

Mr.  Stone.  We  have  no  data  on  that.  I  can  simply  say  that  we 
have  discontinued  the  star  service  wherever  we  found  it  possible  to 
do  so  and  continue  to  supply  the  people.     But  a  very  considerable 
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part  of  the  increase  in  the  approppation  for  Ptar  service  this  cur- 
rent year  is  the  result  of  reletting  our  hist  contract  section.  That 
was  the  fourth  section,  which  includes  all  the  States  and  Territories 
west  of  the  Mississippi  River  except  three :  and  it  is  the  largest  section 
of  star  service  we  have. 

The  Chairman.  What  proportion  of  this  proposed  increase  do 
you  base  upon  the  probable  installation  of  entirely  new  star  service? 

Mr.  Stone.  I  could  not  separate  that  factor  at  this  time. 

The  Chairman.  Was  that  taken  into  account  in  making  up  your 
estimate  ? 

Mr.  Stone.  Yes;  in  submitting  the  estimate  we  took  the  known 
actual  increase.  No;  we  did  not  separate  the  two  items.  We  took 
the  net  increase  for  the  first  two  months  of  the  current  vear,  and 
then  assumed  that  for  the  remainder  of  the  year  there  would  be  this 
same  increase  that  there  was  for  the  corresponding  months  of  the 
previous  year.  That  is  the  way  we  arrived  at  that.  We  took  into 
consideration  the  section  that  was  actually  relet,  which  went  into 
effect  on  the  1st  of  Juh^^  of  this  year.  As  t  started  to  say,  that  sec- 
tion contained  5,535  routes,  aggregating  106,067  miles  in  length ;  and 
the  increased  cost  under  the  new  contracts,  which  went  into  effect 
on  July  1  of  this  year,  as  compared  with  the  old  contracts  which  ex- 
pired, was  i^r)OJ),iiO() — an  iu'Toase  of  7.10  per  ce.nt ;  the  cost  under  the 
new  contract  per  mile  traveled  being  8.09  cents. 

Then  we  also  considered  for  the  next  fiscal  year  the  increased  cost 
from  reletting  the  third  section,  which  we  are  now  reletting,  and 
which  will  be  effective  on  the  first  of  the  next  fiscal  year.  That  is 
in  the  Middle  West.  It  is  one  of  the  smaller  sections,  contains  2,018 
routes,  and  now*  costs  $791,104,  or  6.5B  cents  per  mile  traveled.  Our 
estimate  is  based  in  part  upon  the  assumption  that  we  can  relet  that 
ui  about  7  cents  a  mile  traveled,  which  would  be  an  increase  of  7.15 
per  cent  in  the  rate.  We  have  received  those  bids,  and  have  acted 
upon  part  of  them.  We  have  decided  upon  awards  on  1,152  routes, 
averaging  0.89  cents  per  mile  traveled.  Some  of  the  others  have  to 
be  readvertised,  but  we  believe  that  our  original  estimate  of  an 
average  of  7  cents  for  all  will  be  about  right. 

The  Chairman.  What  did  you  state  would  be  the  probable  defi- 
Hencv  this  fiscal  vear? 

Mr.  Six^NE.  About  $255,000. 

The  Chairman.  What  proportion  of  that  presumed  deficiency 
do  you  calculate  upon  the  establishment  of  new  service? 

Mr.  SroNE.  Simply  at  the  same  rate  of  net  increase  for  the  remain- 
der of  this  year  that  we  had  for  the  corresponding  period  of  last 
year. 

The  Chair^i AN.  ^Miat  right  have  you  to  incur  a  deficiencv  for  an 
entirely  new  service  that  has  not  before  been  contracted  for?  "What 
right  have  you  under  the  law  to  do  that  ? 

Mr.  Stone.  The  general  statute  directs  the  Postmaster-General  lo 
provide  for  carrying  the  mails  as  often  as  he,  having  due  regard  tc 
productiveness,  may  think  necesvsary.  Those  contracts  that  we  make 
are  four-vear  contracts,  and  we  can  not  assume  that  appropriations 
will  not  \>e  made  year  after  next,  or  during  the  latter  part  of  the 
contract  term,  for  a  sufficient  amount  to  carry  out  those  contracts. 
New  post-offices  are  being  established.  We  must  provide  some  supply 
for  them. 


POST-OFFICE   APPROPRIATION    BILL.  183 

The  Chaismak.  How  is  the  payment  made  for  advertising  for  star- 
route  contracts? 

Mr.  Stone.  The  advertisement  for  our  general  letting  is  prepared 
in  a  pamphlet  form,  printed  at  the  Government  Printing  Office,  and 
is  sent  out,  as  provided  by  law,  to  every  post-office  in  the  State  in 
which  the  service  is  to  be  relet.     I  want  to  invite  attention 

The  Chairman.  Before  you  do  that,  what  I  had  reference  to  is, 
out  of  what  fund  is  that  payment  made? 

Mr.  Stone.  The  printing  is  done  bv  the  Government  Printing 
Office.    There  is  no  newspaper  advertising. 

The  Chairman.  I  mean,  out  of  what  fund  is  it  paid  for?  Does 
the  Printing  Office  get  no  pay  for  it? 

Mr.  Stone.  I  understand  that  Congress  makes  an  appropriation 
for  the  printing,  and  allows  to  the  Government  Printer  so  much  for 
the  Post-Office  Department  and  so  much  for  the  several  departments 

The  Chairman.  It  is  out  of  no  fund  carried  in  your  Bureau  appro- 
priations? 

Mr.  Stone.  Not  at  all. 

The  Chairman.  And  not  out  of  the  general  fund  for  advertising, 
which  is  carried  in  the  Post-Office  appropriation  bill? 

Mr.  Stone.  No;  sit 

The  Chairman.  Now,  I  interrupted  you. 

Mr.  Stone.  I  was  about  to  invite  attention  to  page  5  of  the  Second 
Assistant's  last  report,  suggesting  some  minor  legislation  in  the 
matter  of  advertising  for  me  star  service.  It  begins  with  the  last 
paragraph  on  that  page.  I  need  not  read  it  all,  but  the  substance  of 
it  is  this:  That  the  existing  law  requires  us  to  post  that  advertise- 
ment in  every  post-office  in  the  State  that  is  to  Tbe  advertised.  We 
suggest  that  that  is  unnecessary,  and  that  if  the  advertisement  is 
posted  in  every  post-office  on  the  star  routes,  that  will  be  sufficient, 
and  will  do  away  with  a  great  deal  of  unnecessary  printing. 

The  Chairman.  The  contracts  are  limited  to  bidders  who  reside  on 
the  route,  anyhow? 

ilr.  Stone.  Yes,  sir.  Just,  as  an  illustration,  in  our  last  advertise- 
ment, take  the  State  of  Iowa.  There  are  1,500  post-offices  in  that 
State  to  which,  under  existing  law,  we  had  to  send  copies  of  this 
pamphlet  to  be  posted.  There  are  only  20C  of  those  post-offices  which 
are  on  sttir  routes.  It  seemed  to  us  unnecessary  to  send  those  pam- 
phlets to  about  1,300  post-offices  that  were  not  on  star  service  at  all. 

Mr.  Stafford.  AVould  you  think  it  would  be  sufficient  if  adver- 
tisements were  limited  to  a  more  restricted  area — namely,  to  the 
office  from  which  the  star  route  departs,  or  to  offices  within  a  certain 
limited  distance  from  the  office  of  departure? 

Mr.  Stone.  I  do  not.  I  think  that  every  office  on  the  route  to  be 
let  ought  to  have  posted  in  it  a  copy  of  the  advertisement.  In  that 
way  it  would  be  more  likely  to  attract  bids  from  both  ends  of  the 
route,  instead  of  from  one.  The  report,  on  page  0,  suggests  a  pro- 
vision of  legislation  that  would  accomplish  what  we  recommend. 

Mr.  Stafford.  WTiat  construction  did  the  Attorney-General  place 
upon  this  proviso  which  limited  the  service  to  routes  where  they  were 
not  covered  by  rural -delivery  service? 

Mr.  Stone.  When  we  first  got  the  law,  the  question  arose  as  to 
whether,  whenever  the  same  road  was  traveled  by  the  two  carriers 
(that  is,  the  star  and  the  rural),  this  law  made  it  obligatory  upon  us 
to  discontinue  the  star  service.    We  found  that  if  that  view  was 
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taken  it  would  result  in  a  very  gi*eat  hardship  upon  many  towns. 
There  are  towns  located  a  few  miles  back  from  a  railroad,  towns  of 
considerable  size — I  presume  some  of  them  are  third-class  offices — 
that  have  more  frequent  than  once-a-day  service  from  the  railroads. 
They  are  served  by  a  star  carrier.  He  may  make  two  round  trips,  or 
three  or  four  round  trips,  between  the  town  and  the  railroad  to  meet 
various  mail  trains.  If,  now,  the  construction  should  be  that  where 
a  rural  carrier  started  from  the  railroad  station  on  a  circuit  of 
twenty-odd  miles  and  happened  to  pass  over  that  same  road  for  two 
or  three  miles  as  far  as  that  town  we  must  then  discontinue  the  more 
frequent  star  service,  you  can  see  that  that  town  would  then  become 
dependent  solely  upon  once-a-day  rural  service.  That,  I  say,  would 
have  been  a  very  great  hardship. 

The  matter  was  submitted  to  the  Assistant  Attorney-General  bv  the 
Fourth  Assistant  Postmaster-General  before  he  would  undertake  to 
say  whether  the  postmaster  could  supply  the  patronage  of  that  star 
route  entirely  by  his  rural  carrier.  The  Assistant  Attorney-General 
rendered  an  opinion  to  the  effect  that  we  must  consider  the  people 
residing  at  that  post-office  as  part  of  the  patronage  of  the  star  route, 
as  well  as  the  people  living  along  the  road  from  the  station  up  to  the 
office;  and  wherever  the  rural  carrier  could  no^erve  the  entire  pat- 
ronage— that  is,  those  who  got  their  mail  through  the  office  as  well  as 
those  who  got  their  mail  along  the  line  of  the  road — it  then  could  not 
be  said  that  the  star  service  must  be  discontinued  over  the  route. 

Mr.  Stafford.  Under  the  specifications  that  you  submit  for  this  kind 
of  service,  do  you  make  any  limitation  as  to  the  collection  and  deliv- 
ery of  mail  within  any  distance  from  post-offices  along  the  line  of 
route  ? 

Mr.  Stone.  Yes;  boxes  will  not  be  served  within  a  quarter  of  a  mile 
of  any  post-office. 

Mr.  Stafford.  What  is  the  rule  so  far  as  the  rural  delivery  service 
is  concerned  ? 

Mr.  Stone.  I  am  not  able  to  speak  for  that. 

Mr.  Stafford.  Is  not  the  rule  within  a  half  mile  of  any  local  post- 
office? 

Mr.  Stone.  I  am  not  sure  whether  it  is  a  quarter  of  a  mile  or  half 
a  mile. 

Mr.  Snapp.  Not  within  the  limits  of  any  municipalitj^,  no  matter 
hoAv  big  it  is,  or  no  matter  how  far. 

Mr.  Stafford.  In  case  there  is  no  municipality,  it  is  within  half  a 
mile,  if  my  memory  serves  me  right,  of  the  post-office? 

Mr.  Stone.  I  ought  to  add  a  further  statement  to  my  answer — that 
we  would  not  serve  a  box  that  was  within  a  (Quarter  of  a  mile  of  a 
post-office,  or  any  box  within  the  corporate  limits  of  an  incorporated 
town. 

Mr.  Stafford.  So  there  are,  to-day,  routes  being  covered  by  star- 
route  service  that  are  served  by  rural  mail  service  ? 

Mr.  Stone.  There  are,  under  the  circumstances  I  have  recited. 

Mr.  Stafford.  And  only  70  routes  in  the  entire  country,  receiving 
in  the  aggregate  $17,000,  have  been  discontinued  by  reason  of  this 
proviso  ? 

Mr.  Stone.  Sixteen  thousand  dollars,  I  believe,  of  the  star  routes. 

Mr.  Stafford.  Can  you  give  the  annual  rate  of  expenditure  in  the 
four  divisions  on  a  stated  day  during  the  current  year? 
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Mr.  Stone.  The  latest  figures  I  have  are  for  June  30,  1906. 

Mr.  Stafford.  Yoii  have  no  later  figures? 

Mr.  Stone.  I  have  no  later  figures,  but  they  could  be  furnished. 
I  can  give  you  the  annual  rate  oi  expenditure  lor  all  the  star  service 
on  November  30 — $7,447,000  in  round  figures. 

Mr.  Stafford.  I  wish  to  call  your  attention  to  the  second  proviso, 
concerning  the  emergency  mail  service  in  Alaska.  I  believe  it  is  the 
practice  of  the  Department  to  carry  mail  in  Alaska,  by  reason  of  that 
emergency  service,  regardless  of  character,  regardless  of  whether  it  is 
letter  mail,  merchandise,  or  newspapers  and  periodicals? 

Mr.  Stone.  In  exceptional  cases.  As  far  as  possible  we  apply  the 
system  of  advertising  and  contracting  for  Alaskan  service  the  same 
as  for  other  service ;  but  when  it  is  necessary  to  get  mail,  in  an  emer- 
gency, to  a  new  town,  or  a  new  camp,  or  a  new  post-office,  we  arrange 
the  matter  under  that  provision  of  law,  without  advertising  and 
without  contract,  for  a  limited  period. 

ifr.  Stafford.  Does  not  that  proviso  give  vou  authorization  for 
the  star-route  service,  which  is  the  only  service  during  the  winter 
months  that  reaches  a  number  of  towns? 

Mr.  Stone.  It  gives  us  authority  if  necessary;  yes. 

Mr.  Stafford.  And  you  pay  for  it  out  of  this  appropriation? 

Mr.  Stone.  Out  of  this  appropriation. 

Mr.  Stafford.  Do  you  carry  all  kinds  of  mail  during  that  time  on 
those  routes  ? 

Mr.  Stone.  We  do  not.  In  making  contracts  for  the  interior 
Alaskan  points,  we  find  it  necessary  to  make  a  limitation  as  to  the 
weight  to  \ye  carried  during  the  winter  season,  in  order  to  get  any 
reasonable  bids.  The  towns  along  the  southern  coast  that  can  be 
reached  by  steamships  are  served  with  all  classes  up  to  any  weight; 
but  the  (owns  on  the  interior  routes  aro  served  under  contracts  with  a 
limitation  of  varying  weights.  Perhaps  the  most  important  route, 
that  I  can  speak  of,  or  one  of  them,  is  that  running  up  from  the 
southern  coast  .nt  Valdez  over  to  Fairbanks.  The  limit  or  weight  on 
that  route  is  800  pounds  a  single  trip.  Then  there  is  a  connecting 
route  with  a  limit  of  (500  pounds  down  to  the  Yukon  River  and  over  to 
Nome  and  St.  Michaels.  In  making  up  that  weight  limit,  the  in- 
structions to  our  people  are  to  give  preference  to  letter  mail;  and  if 
on  any  trip  there  is  not  enough  letter  mail  to  make  up  that  weighty 
then  we  send  single-addressed  newspapers  and  a  few  magazines, l)ut 
no  nierchandise  during  the  winter  season. 

Mr.  SxAPP.  My  understanding  is  that  this  service  was  originally 
established,  for  the  purpose  of  carrying  pouch  mail  from  one  post- 
office  to  one  or  more  other  post-offices,  and  to  return  to  the  initial 
office.     Is  tliat  correct  ? 

Mr.  Stone.  That  is  right. 

Mr.  Snapf.  But  by  the  new  contracts,  the  contractor  is  required  to 
deliver  mail  into  boxes  along  the  route  and  pick  up  mail  from  those 
boxes  ? 

Mr.  Stone.  That  is  true. 

Mr.  Snapp.  Is  that  service,  then,  under  the  new  contracts,  similar 
to  the  rural-route  service  in  that  respect? 

Mr.  Stone.  It  is  similar  in  that  respect;  yes. 

Mr.  Snapp.  Do  these  carriers  travel  the  same  route  in  returning  to 
the  initial  office? 
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Mr.  Stone.  They  do  usually ;  not  always. 

Mr.  Snapp.  Do  they  pick  up  and  deliver  mail  on  the  return  trip  to 
the  initial  office  ? 

Mr.  Stone.  They  do  wherever  it  is  necessary.  That  is,  in  going 
out  from  a  railroad  point,  they  would,  on  their  outward  trip  deliver 
the  mail ;  on  their  return  trip  they  would  naturally  collect  the  mail 

ffoing  to  the  railroad.  In  the  meantime  they  would  be  carrying  the 
ocal  mail  between  offices  at  all  points. 

Mr.  Snapp.  Then  they  dilBfer  from  rural  routes  in  this  respect,  as 
I  understand  it.  That  the  rural-route  carrier  delivers  and  picks  up 
mail  one  way  only,  and  these  contract  carriers,  these  star-route  car- 
riers, pick  up  and  deliver  mail  both  going  and  coming? 

Mr.  Stone.  That  is  right. 

Mr.  Snapp.  On  July  1,  1906,  what  was  the  average  rate  paid  per 
mile  traveled  under  new  contracts  for  star-route  service? 

Mr.  Stone.  It  is  given 

Mr.  Snapp.  I  know  it  is  in  the  report,  but  I  want  it  in  this  record. 

Mr.  Stone.  The  report  gives  it  on  July  1  only  as  to  those  that  had 
been  relet  in  that  one  section  during  the  last  year,  which  was  the 
western  section,  a  more  expensive  section  than  the  others.  The  aver- 
age rate  was  8.09  cents  per  mile  traveled. 

Mr.  Snapp.  You  say  that  is  for  only  one  section? 

Mr.  Stone.  Yes;  the  section  west  of  the  Mississippi  River;  what 
we  call  our  fourth  contract  section. 

Mr.  Snapp.  Can  you  give  the  rate  on  July  1,  1906,  for  all  sections 
covered  by  the  new  contracts  ? 

Mr.  Stone.  The  new  contracts  covered  just  that  one  section. 

Mr.  Snapp.  At  that  rate,  what  would  a  contractor  receive  per  day 
for  a  trip  of  25  miles? 

Mr.  Stone.  I  have  it  in  the  report  for  22  miles.  He  would  re- 
ceive $1.78  per  day  for  22  miles. 

Mr.  Snapp.  I  have  a  purpose  in  wanting;  to  have  in  the  record  the 
rate  the  contractor  would  receive  for  25  miles. 

Mr.  Stone.   (After  making  calculation.)  $2.02  a  day. 

Mr.  Snapp,  Are  you  sure  that  you  can  not  give  us  the  average  rate 
per  mile  traveled  under  the  new  contracts  for  all  sections? 

Mr.  Stone.  As  last  made,  I  can  give  you  that. 

Mr.  Snapp.  Yes;  that  is  what  I  mean. 

Mr.  Stone.  Oh,  yes — as  last  made.  In  the  third  contract  section, 
which  is  the  middle  West,  the  rate  is  6.59  cents.  Do  you  want  the 
dates  that  these  went  into  effect? 

Mr.  Snapp.  No. 

Mr.  Stone.  In  the  second  contract  section,  which  covers  the  South, 
the  rate  is  5.63  cents.  In  the  first  contract  section,  which  is  New 
England  and  the  East,  the  rate  is  6.60  cents.  And  in  the  fourth 
contract  section,  which  is  the  far  West,  it  is  8.09  cents. 

That  covers  your  question. 

Mr.  Snapp.  Then  the  average  rate  per  mile  traveled  under  three  of 
these  contracts  would  be  much  less  than  8.09  cents? 

Mr.  Stone.  Yes.  The  one  in  the  far  West  is  always  the  highest 
rate  of  the  four  contracts. 

Mr.  Snapp.  Then  in  three  of  these  sections,  the  amount  that  a 
contractor  would  receive  for  each  day  would  be  much  less  than  the 
amount  that  you  have  given  us  for  this  last  section? 
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Mr.  Stone,  Much  less. 

Mr.  Snapp.  Another  question.  The  contractors  furnish  their  own 
outfits,  do  they  not  ? 

Mr.  Stone.  They  do. 

Mr.  Snapp.  The  Government  is  at  no  expense  in  the  carrying  and 
delivering  of  this  mail,  except  the  contract  price? 

Mr.  Stone.  That  is  true. 

Mr.  FiNLEv.  One  question — I  want  to  ask  this  in  reference  to  this 
proviso  here :  If  you  should  strike  out  the  word  "  entirely  "  and  in- 
sert the  word  "  practically,"  what  effect  would  it  have  in  the  admin- 
istration of  the  law  ? 

Mr.  Stone.  If  you  should  say  "  practically  "  instead  of  "  entirely?" 

Mr.  FiNLEY.  Yes,  sir. 

Mr.  Stone.  I  do  not  know  that  I  could  answer  just  what  effect  it 
would  have.  I  suppose  the  law  would  not  be  quite  as  strict.  It 
might  leave  a  little  more  discretion,  a  little  more  latitude,  possibly. 

Mr.  FiNLEY.  And  it  would  possibly  result  in  some  saving  of  dupli- 
cate service? 

Mr.  Stone.  Oh,  no:  I  think  not.  It  would  not  be  as  strict  as  this; 
and  we  have  cut  off,  under  this  law,  all  that  we  can  and  still  serve  the 
patronage.     That  is  ju.^t  my  personal  opinion. 

Mr.  Shallenbekger.  Our  assumption  has  been  that  neither  of 
these  services  is  mandatory,  and  that  a  community  should  be  permitted 
to  say  w^hich  of  the  two  servicer  it  preferred.  When  a  decided 
preference  has  been  expressed  for  star  service  by  a  large  majority 
of  the  patrons,  and  confirmed  by  the  Department's  officials  after  an 
investigation,  showing  that  their  interests  would  be  better  served  by 
the  star  service  thnn  by  the  rural  service,  such  cases  we  have  referred 
to  the  Fourth  Assistant  Postmaster-General,  with  the  request  that  he 
give  careful  consideration  to  these  reports  and  determine  whether 
or  not  he  should  reorganize  his  rural  service  so  as  to  give  to  an  in- 
terior village,  perhaps,  or  town  of  considerable  importance  the  oppor- 
tunity to  receive  a  later  mail  in  the  day  than  the  rural  carrier  had 
been  accustomed  to  take,  and  also  give  to  that  village  or  town  the 
opportunity^  of  dispatching,  the  same  day,  replies  to  the  correspond- 
ence, which  now  is  denied  by  the  rural  service  m  many  cases. 

Mr.  Stafford.  Not  so  much  to  discontinue  the  rural  service  over 
that  route,  as  to  give  them  later  service  or  earlier  service  ? 

Mr.  SriALLENnERGER.  Later  service,  and  a  dispatch  of  mails  tlie 
same  day,  Avhich  a  circuitous  route  doi^s  not  |}ermit.  As  lias  beeii 
referred  to  by  Mr.  Snapp,  of  the  committee,  the  rural  service  is  based 
on  the  theory  that  it  leaves  the  railway  base  early  in  the  morning, 
makes  a  circuit  of  not  less  than  20  to  25  miles,  and  returns,  dispatch- 
ing mail  it  collects  on  the  outward  trip. 

Air.  STAFtY)RD.  Are  there  not  many  star-route  service  tluit  also 
leave  early  in  the  morning  for  the  dispatch  of  mails  to  interior  towns? 

Mr.  Shallenberoer.  Only  those  routes  that  are  so  long  that  it 
requires  the  entire  day  to  make  the  round  trip.  We  have  star  routes, 
with  single  carrier,  as  long  as  ^5  miles. 

Mr.  Stone.  There  are  some  as  long  as  150. 

Mr.  SiiALLENUERGER.  Ycs ;  but  I  mean  routes  witli  single  carrier, 
returning  the  sanie  day.  I  think,  as  I  remember  now.  that  there  was 
one  route  31  or  32  miles  in  len^h,  making  50  to  60  miles  of  travel  on 
the  same  day  by  the  same  carrier,  and  I  probably  have  reference  to  a 
route  which  I  examined  vesterdav. 
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The  Chairman.  "What  section  of  the  country  is  that  in  ? 

Mr.  Shallenberoer.  That,  I  think,  is  in  Virginia,  or  Tennessee, 
perhaps.  I  asked  how  that  was  possible.  As  I  remember,  the  route 
was  from  Aliens  Creek  to  Clifton,  Tennessee.  The  intermediate 
point,  a  large  office,  was  Waynesboro.  The  entire  route,  as  I  remem- 
ber it,  was  30  miles,  and  Waynesboro  was  the  point  where  the  horses 
were  changed;  the  same  carrier  after  dinner  taking  a  new  team  and 
proceeding  to  Clifton,  and  returning,  making  the  trip  the  same  day 
with  a  fresh  outfit. 

Mr.  Stafford.  "WTiat  is  the  average  length  of  route  in  the  star- 
route  service? 

Mr.    Stone.  We  have  not  that,  but  it  could  be  furnished. 

Mr.  Shallenberoer.  If  you  will  allow  me,  Mr.  Stafford 

Mr.  Stafford.  Certainly. 

Mr.  Shallenberoer.  I  will  add  that  that  particular  route,  Waynes- 
boro, was  the  base  of  four  rural  routes,  and  the  necessitv  is  therefore 
apparent  of  providing  the  best  possible  star  service,  if  any  of  tho-o 
four  rural  routes  cover  any  considerable  portion  of  that  star  route,  it 
is  manifestly  impossible  for  us  to  discontinue  the  star  route  for  that 
reason. 

The  Chairman.  Are  there  no  railway  facilities  at  Waynesboro? 

Mr.  Shallenberoer.  Waynesboro  is  not  within  15  miles  of  i 
railroad. 

Mr.  Snapp.  Who  separates  for  these  contract  carriers  for  delivering 
mail  to  these  boxes  along  the  route,  and  delivering  the  mail  to  differ- 
ent post-offices  ? 

Mr.  Shallenberoer.  Usually  the  postmaster.  In  Maine,  where  I 
summer,  they  prefer  little  canvas  bags  hanging  on  hooks.  As  the 
carrier  passes,  he  lifts  one  off  and  puts  another  back  on  the  little  hook 
in  front  of  the  residence. 

The  Chairman.  Who  furnishes  those  canvas  bags? 

Mr.  Shallenberoer.  Each  of  the  patrons  furnishes  his  own.  Then 
the  postmaster  hangs  those  little  bags  on  hooks  in  his  office,  and  all 
mail  coming  in  durmg  the  day  is  i)ut  into  the  bags  for  the  respective 
patrons. 

Mr.  Snapp.  By  the  postmaster? 

Mr.  Shallenberoer.  By  the  postmaster. 

The  Chairman.  Are  the  names  of  the  patrons  marked  on  their 
respective  bags  ? 

Mr.  Shallenberoer.  They  are  marked  in  some  way.  Then  the  car- 
rier comes  in,  and  collects  the  bags  and  throws  them  in  his  buggy,  and 
as  he  travels  along,  hangs  one  on  and  takes  another  off. 

The  Chairman.  Are  there  any  instances  where  there  is  automobile 
or  motor- power  service  on  star  routes? 

Mr.  Shallenberoer.  Not  to  my  knowledge. 

Mr.  Stone.  It  has  been  tried  in  a  few  cases.  We  had  it  across  the 
Island  of  Porto  Rico  at  on  time,  but  it  was  not  a  success,  and  it  was 
discontinued.  We  have  it  now  in  operation — at  least,  we  had  the  last 
I  knew  of  it — on  a  route  up  in  northern  Utah,  and  on  another  route 
down  in  New  Mexico. 

Mr.  Snapp.  Two  carriers  in  the  county  in  which  I  live  use  automo- 
biles all  the  time. 

The  Chairman.    Star  carriers? 

Mr.  Snapp.  No  ;  rural  carriers. 

The  Chairman.  I  was  speaking  about  star  service. 
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Mr.  Stone.  You  undei-stand  that  our  contracts  do  not  prescribe  in 
any  case  that  they  shall  use  automobiles.  The  carriers  may  use  any 
vehicle  they  wish;  and  therefore  we  may  not  have  the  information 
you  desire. 

Mr.  Stafford.  Is  the  average  star  route  less  than  30  miles  ? 

Mr.  Stone.  Since  you  asked  the  question,  I  have  just  taken  the  first 
page  of  this  report;  and  Mr.  Crew  gives  me  the  exact  figures.  They 
are  about  the  same — approximately  13  miles  out,  and  the  same  dis- 
tance back ;  so  that  he  would  have  to  travel  26  miles. 

Mr.  Stafford.  That  is  the  average  length  of  route? 

Mr.  Stone.  Thirteen  miles  each  way;  yes. 

Mr.  Stafford.  Can  you  give  the  committee,  as  you  did  last  year, 
the  annual  rate  of  expenditure  in  these  various  divisions  on  January 
1,  the  infornuition  for  last  year  having  lieen  furnished  on  January 
»>1  of  the  current  year? 

Mr.  Stone.  We  can  give  it  to  you.     I  have  not  the  data  with  me. 

Mr.  Stafford.  Can  you  give  it  without  any  great  trouble? 

Mr.  Stone.  Oh,  yes:  without  any  trouble  at  all. 

Mr.  Stafford.  I  would  like  to  have  it  furnished,  if  you  please. 

Mr.  Fin  LEY.  (ieiieral,  is  it  not  a  fact  that  the  public  demands  that 
this  service  on  star  routes  more  and  more  l)e  nuide  daily — that  is, 
six  (lays  a  week? 

Mr.  Six  ALLEN  BEROER.  That  is  true.  Routes  now  having  semiweekly 
service*  and  triwwkly  service  are  growing  more  important.  The 
poj)uljiti()n  is  incTeasing  in  the  interior;  industries  are  building  up, 
and  we  have  constant  applications  for  an  increased  frequency,  which 
necessarily  adds  to  the  cost  of  our  service. 

The  Chairman.  How  many  deliveries  per  day  are  made  in  the 
star-route  service? 

Mr.  Stone.  That  varies  under  different  contracts.  There  is  no 
information  as  to  what  the  average  might  l)e,  if  there  can  be  said  to 
l>e  an  average.  Some  routes  are  only  once  a  week;  others  are  twice  a 
week:  others  are  six  times  a  week. 

The  Chairman.  My  (|uerv  was  per  day.     What  I  mean  is,  are  there 
any  instances  where  the  service  is  more  frequent  than  once  a  day? 
•    ilr.  Stone.  Oh,  yes:  a  good  many. 

The  Chairman.  What  are  the  most  frequent  services? 

Mr.  Stone.  I  could  not  say  the  most  frequent,  but  it  would  not  be 
infrequent.  I  think,  to  find  a  service  of  four  times  a  day  in  some  of  the 
New  England  towns  that  are  just  a  little  off  from  the  railroad,  and 
where  it  is  necessai\v  to  meet  frequent  trains. 

The  Chairman,  tlas  the  increase  in  the  amount  of  expenditure  for 
this  service  depended  in  any  degree  upon  the  increase  of  the  frequency 
of  the  delivery  service? 

Mr.  Stone.  There  has  always  been  a  tendency  to  increase  the  fre- 
quency as  the  comnmnities  grow,  but  I  do  not  know  that  the  rate  of 
incr(»ase  for  the  [present  year  or  last  year  is  any  greater  than  for 
several  years  past  in  that  respect. 

Mr.  Snapp.  Suppose  you  had  a  contract  that  provided  for  two 
deliveries  a  day.  and  the  Department  should  see  fit  to  increase  the 
deliveries  to  three  or  four:  would  the  com|)ensation  be  increased  also? 

ilr.  Stone.  There  is  a  provision  under  each  contract  that  the  Post- 
master-General may  increase  the  service,  and  allow  not  to  exceed  a 
pro  rata  increase  on  the  contract  rate. 
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The  Chairman.  Then  where  the  contract  was  made  for  one  service 
a  day,  if  you  should  increase  it  to  two  services  a  day,  you  would 
simply  double  the  contract? 

Mr.  Stone.  If  we  thought  that  was  a  reasonable  price.  If  not,  we 
could  do  one  of  two  things:  We  could  either  ask  the  contractor  and 
his  sureties  to  consent  to  take  something  less  than  the  full  pro  rata, 
or  we  could  open  it  to  competition. 

The  Chairman.  Supposing,  in  the  first  instance,  the  lowest  bid 
for  the  service  should  seem  to  you  to  be  an  unreasonable  price;  do 
you  refuse  it? 

Mr.  Stone.  Oh,  yes ;  we  do  that  frequently. 

The  Chairman.  Are  there  many  instances  where  you  deny  the 
service  entirely  because  you  do  not  get  what  you  determine  to  be 
reasonable  bids? 

Mr.  Stone.  Well,  we  w^ould  readvertise  several  timevS,  and  if  we 
could  not  get  anvthing  for  the  frequency  that  we  wanted,  we  would 
probably  advertise  again  for  a  reduced  frequency. 

The  Chairman.  In  the  item  of  appropriation  for  inland  trans- 
portation by  steamboat  service  you  estimate  an  increase  of  $29,000, 
or  3.G2  per  cent.  Is  that  increase  due  to  a  probable  increase  of  addi- 
tional service  of  that  character,  or  for  higher  rates  upon  existing 


service 
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Mr.  Stone.  Both.  The  increased  cost  in  reletting  the  section  last 
year — the  fourth  section,  the  same  one  we  have  been  speaking  of — was 
$44,000,  or  11  per  cent.  That  was  effective  July  1,  1906;  and  it  was 
about  $14,000  more  than  w^e  had  estimated  for  that  particular  item. 

During  the  current  year  we  shall  relet  service  in  the  third  class,  in 
the  Middle  West,  for  which  w^e  have  allow^ed  an  increase  of  12  per 
cent,  or  $2,100,  over  the  existing  contract  rates.  The  amount  of 
service  in  that  section,  however,  is  very  small.  The  .increase  that 
we  ask  for  next  year  is  less  than  the  increase  in  expenditure  last  year 
over  the  preceding  year,  and  is  about  the  average  increase  for  several 
years  past.  I  may  mention  that  there  will  probably  be  a  deficiency 
for  the  current  year  of  about  $20,000. 

mail  messenger  service. 

The  Chairman.  In  the  item  for  mail  and  messeng^er  service,  the 
increase  asked  is  3.33  per  cent.    Is  that  based  upon  similar  conditions  ? 

Mr.  Stone.  This  is  practically  the  same  increase  that  we  expect 
during  the  current  year,  and  is  less  than  the  increase  in  the  expendi- 
ture for  any  year  for  several  years  past. 

pneumatic  tube  service. 

The  Chairman.  In  the  item  of  transmission  of  mail  by  pneumatic 
tubes,  vou  ask  the  maximum  allowance  by  law.  Does  that  contem- 
plate the  completion  of  all  contracts  within  the  year? 

Mr.  Stone.  It  is  made  on  that  assumption — that  all  the  contracts 
for  all  the  cities  authorized  by  the  last  appropriation  act  would  be  in 
effect  throughout  the  next  fiscal  year. 

The  Chairman.  Have  expenditures  been  made  or  authorized  in  all 
of  the  cities  which  the  last  year's  law  authorized? 

Mr.  Stone.  Not  all.  Contracts  have  been  awarded  for  service  in 
Boston,  New  York,  Brooklyn,  Philadelphia,  Chicago,  and  St.  Louis. 
aggregating  $1,067,411.09,  leaving  $182,588.01  of  the  amount  author- 
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ized  as  available  by  law — that  is,  $1,250,000 — for  the  establishment  of 
service  in  the  other  cities  named  in  the  appropriation  act,  viz:  Balti- 
more, Cincinnati,  Kansas  City,  Pittsburg,  ana  San  Francisco,  to  the 
extent  of  the  mileage  contemplated  by  the  original  recommendation, 
imd  at  the  maximum  rate  stated  in  the  law,  $17,000  a  mile.  The 
Second  Assistant's  report,  at  pages  9  to  12,  gives  a  full  statement  in 
regard  to  the  action  under  the  last  law. 

The  Chairman.  Were  any  contracts  authorized  for  either  of  those 
cities  just  named,  viz,  Baltimore,  Cincinnati,  Kansas  City,  Pittsburg, 
or  San  Francisco  ? 

Mr.  Stone.  They  were  not.  There  was  no  bid  received  under  the 
Department's  advertisement  for  service  in  those  cities. 

The  Chairman.  What  is  the  present  status,  therefore,  of  that 
authoritv?  You  mentioned  that  vou  had  had  sufficient  money  avail- 
able, and  have  recommended  the  further  appropriation  of  money  suf- 
ficient for  those  contracts;  but  are  there  advertisements  now  pending, 
or  any  tiling  of  that  sort  ? 

Mr.  Stone.  There  is  nothing  pending;  not  since  the  recent 

The  Chairman.  What  efforts,  if  any,  w^ere  made  for  contracts  in 
those  cities? 

Mr.  Stone.  The  advertisement  Avhich  was  issued  inviting  pro- 
posals for  those  cities  was  sent  to  the  posiniasters  there,  and  I  think 
was  brought  bv  correspondence  to  the  attention  of  people  interested 
in  those  cities,  but  no  bid  was  received. 

The  Chairman.  What  information,  if  any,  has  the  bureau  relative 
to  the  failure  of  bids  in  those  cities?  Are  there  any  reasons  which 
came  to  the  Department  and  which  the  Department  is  in  a  position 
now  to  state  ? 

Mr.  Shallenberger.  No  reason,  except  that  in  the  several  cities,  as 
I  was  advised  by  the  ncAvspaper  reporters  representing  the  daily  pixvss 
of  the  cities,  there  was  no  local  company  willing  to  undertake  the 
risk  of  installing  the  service;  nor  did  either  of  the  large  companies  of 
the  East  make  a  proposal  or  attempt  to  organize  a  local  company,  as 
they  would  have  nad  to  do. 

lir.  Snapp.  Have  you  any  information  as  to  whether  they  would  be 
willing  to  bid  upon  such  a  contract  at  an  increased  price? 

Mr.  Shallenberger.  I  have  not.  I  have  said,  in  reply  to  a  ques- 
tion of  that  kind  which  came  to  me,  that  I  should  not  feel  justified  in 
recommending  to  the  Postmaster-General  that  an  increased  price 
should  be  recommended  to  Congress,  as  the  distances  were  not  great 
enough  to  justify,  in  my  jud^ent,  a  larger  appropriation  per  mile. 
In  fact,  our  investigation,  which  was  pursued  with  great  care  in  the 
cities  of  Buffalo  and  Cleveland,  resulted  in  a  report  adverse  to  the 
installation  of  any  service  in  those  cities. 

The  Chairman.  What  is  the  status  with  reference  to  the  full  au- 
thorization of  mileage  of  this  service  with  respect  to  other  cities 
where  the  service  is  now  in  operation  ? 

Mr.  Shallenberger.  In  each  of  the  cities  of  Chicago,  Philadelphia, 
and  Greater  New  York  (including  the  borough  of  Brooklyn),  one 
station  was  omitted  from  the  service,  as  advertised,  in  order  that  we 
might  retain  from  the  aggregate  authorization  a  sufficient  amount  to 
cover  the  cities  from  which  no  bids  had  at  that  time  been  received. 
That  was  done  on  the  theory  that  if  we  should,  at  the  increased  price 
for  which  the  proposals  were  submitted  in  one  or  two  of  the  cities, 
allot  the  full  lengtn  required,  it  would  consume  the  entire  authoriza- 
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tion,  $1,250,000,  or  substantially  that,  and  we  did  not  wish  to  have 
that  done. 

Mr.  Snapp.  I  notice  from  your  report  that  the  mileage  under  con- 
tract in  Chicago  is  something  more  than  two  miles,  a  little  less  than 
that  contemplated.  I  wish  you  would  explain  why  the  contract  does 
not  include  the  full  numl)er  of  miles.     I  do  not  imderstand  it. 

Mr.  Shallenberger'.  I  have  tried  to  explain  that.  In  our  recom- 
mendations of  last  year  we  took  note  of  the  service  under  contract, 
which  included  service  in  Chicago  at  considerably  below^  the  $17,000 
per  mile 

Mr.  Snapp.  But  my  recollection  is  that  the  estimated  appropriation 
was  at  the  rate  of  $17,000  per  mile, 

Mr.  Shallenberger  (continuing).  And  that  all  additional  service 
should  be  authorized  at  rates  not  exceeding  $17,000  per  mile,  which 
is  the  maximum  under  the  law.  We  of  course  could  not  assume  that 
we  should  not  be  able  to  get  proposals  for  then  existing  service  at 
less  than  $17,000  per  mile. 

The  Chairman.  Let  me  ask  you  this  question,  then,  General :  Sup- 
posing this  $1,!2.")0.000  now  recommended  by  your  Bureau  should  be 
appropriated,  would  that  be  sufficient  to  pay  all  existing  contracts, 
including  the  installation  of  the  additional  service  at  the  cities  of 
New  York,  Chicago,  and  such  other  cities  as  were  named,  and  still  be 
sufficient  to  install  the  service  as  originally  recommended  by  you  in 
the  cities  of  Baltimore,  Cincinnati,  Kansas  City,  Pittsburg,  and  San 
Francisco? 

Mr.  Shallenberger.  No;  it  would  not. 

The  Chairman.  What  amount  would  be  necessary,  at  the  maxi- 
nmni  rate  of  $17,000  per  mile  authorized  by  the  law,  to  install  all  of 
the  service  recommended  by  your  Bureau  last  year? 

Mr.  Shallenberger.  We  can  estimate  that  very  quickly,  Mr.  Chair- 
man; but  I  do  not  have  it  here.  That  will  take  in  the  extra  2  miles 
at  Chicago  and  all  the  stations  in  all  cities. 

The  Chairman.  Wliat  I  mean  is  this:  My  recollection  is  (I  may 
be  in  error)  that  at  the  time  you  made  the  recommendation  last  year, 
which  the  committee  ratified  and  authorized,  it  contemplated  a  given 
number  of  miles  specified  for  increased  service  in  the  cities  of  New 
York,  Chicago,  and  one  or  two  other  cities  where  the  service  was 
then  in  operation,  and  then  a  limited  mileage  in  five  additional  cities. 

Mr.  Shallenberger.  That  is  true. 

The  Chairman.  AYhat  I  ask  is,  what  would  be  the  amount  ueces- 
sarv  for  all  of  that  service  at  the  rate  of  $17,000  a  mile? 

Mr.  Shalijj:nberger.  That,  as  I  have  said,  we  can  easily  ascertain. 
Mr.  Crew  will  get  it  for  you. 

The  Chairman.  It  would  be  in  excess  of  $1,250,000? 

Mr.  Shallenberger.  It  would. 

The  Chairman.  Then,  in  order  to  be  consistent,  and  to  harmonize 
with  your  recommendations  for  the  service,  in  view  of  the  bids  which 
have  been  made,  would  you  regard  it  as  advisable  to  increase  the 
total  from  $1,250,000  to  what  that  total  would  be  at  that  calculation?. 

Mr.  Shallenberger.  I  would  if  I  had  any  expectation  of  receiving 
bids  from  the  other  cities. 

The  Chairman.  But  is  it  your  purpose  to  continue  to  deny  the 
extension  in  the  cities  where  the  service  is  now  in  operation  under 
the  last  bids? 

Mr.  Shallenberger.  It  is  not. 
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The  Chairman.  Is  it  your  purpose  to  complete  those  contracts? 

Mr.  Shallenberoer.  It  would  be  if  Congress,  having  received  the 
report  we  have  made,  should  increase  the  authorization  or  release 
us  from  what  we  regard  as  the  moral  obligation  to  hold  back  that 
182 

The  Chairman.  What  I  say  is,  supposing  that  all  that  Congress 
does  is  merely  to  appropriate  $1,250,000,  leaving  the  law  as  it 
stands  now. 

Mr.  Shallenberoer.  Yes. 

The  Chair3ian.  Would  that  be  regarded  by  your  Bureau  as  justi- 
fying and  authorizing  you  to  complete  the  full  mileage  originally 
recommended  for  the  cities  of  Chicago  and  New  York? 

Mr.  Shallenberoer.  I  should  be  unwilling  to  construe  the  law  in 
that  way,  and  think  Congress  should  specifically  release  us  from  the 
recommendation  of  last  year  for  these  other  cities  from  which  no  bids 
come. 

The  Chairman.  Then,  if  Congress  should  appropriate  an  amount  of 
money  calculated  upon  the  basis  of  $17,000  per  mile  for  the  total  mile- 
age recommended  bv  you  last  year,  you  would  then  regard  that  as 
authority  and  justification  for  you  to  complete  the  contracts  in  the 
cities  of  Chicago  and  New  York  and  the  other  cities  where  the  service 
is  in  operation,  even  though  you  received  no  additional  bids  in  the 
cities  of  Baltimore,  Cincinnati,  Kansas  City,  Pittsburg,  and  San 
Francisco  ? 

Mr.  Shallenberoer.  We  certainly  should,  if  the  law  should  be 
clear  enough  to  make  that  the  intent  of  Congress.  "WTiat  I  mean 
is 

The  Chairaian.  As  ^  matter  of  fact.  General  Shallenberger,  is  it 
not  quite  probable  that  Congress  understood,  when  it  made  the  appro- 
priation lor  $1,250,000,  based  upon  your  recommendation  of  mileage 
m  the  current  apropriation  law,  that  that  was  an  amount  sufficient 
to  carry  out  those  contracts  in  the  cities  named  in  the  law  ? 

Mr  Shallenberoer.  It  was  based  on  the  conclusion  that  that 
would  be  a  sufficient  amount  if  we  could  secure  the  old  service  at  not 
exceeding  the  rate  then  existing,  and,  in  addition,  the  new  service  at 
the  rate  of  $17,000  per  mile.  But,  as  I  have  said,  while  the  Depart- 
ment could  not  anticipate  that  we  should  be  unable  to  renew  the  serv- 
ice at  the  same  rate  then  reported,  as  as  a  matter  of  fact  we  were  un- 
able to  renew  those  contracts,  or  receive  proposals  for  the  entire  serv- 
ice at  any  less  rate  than  $17,000  for  both  old  and  new  service.  Now, 
that  increase  was  a  larger  aggregate  than  we  had  contemplated  when 
we  recommended  specifically  that  certain  stations  in  certain  cities  in- 
volving a  certain  aggregate  mileage  should  be  authorized  by  Congress. 

The  Chairman.  But  you  come  to  Congress  and  recommend  a 
specific  mileage  of  increased  service  for  certain  specified  cities  where 
tne  service  is  now  in  operation  ? 

Mr.  Shau-enberger.  Yes. 

The  Chairman.  And  in  addition  thereto  you  recommend  the  in- 
stallation of  the  service  in  certain  other  cities  where  the  service  is  not 
now  in  operation  ? 

Mr.  Shallenberoer.  Yes. 

The  Chairman.  And  in  connection  with  that  specific  recommenda- 
tion you  name  the  sum  of  $1,250,000? 
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Mr.  Shallenberger.  And  advise  Congress  as  to  how  it  is  made  iip. 

The  Chairman.  Exactly. 

Mr.  Shallenberger.  The  old  service  at  such  rate,  and  so  on. 

The  Chairman.  Now,  when  Congress  appropriated  the  $1,250,00(J, 
and  authorized  the  installation  of  me  service  m  these  cities,  naminp 
the  cities  which  your  recommendation  had  named,  you  now  feel 
that  you  should  not  complete  those  contracts,  according  to  your 

S resent  explanation,  if  I  understand  you,  unless  Congress  specifically 
irects  vou  to  make  those  contracts.  Is  that  consistent? 
Mr.  Shallenberger.  I  should  think  it  was  consistent  at  least  to 
this  extent:  We  having  made  a  very  careful  investigation  under  the 
law,  and  having  specifically  reported  to  the  Postmaster-General,  and 
he  to  Congress,  as  to  the  stations  which  we  desired  to  connect  with 
pneumatic-tube  service  in  the  various  cities,  and  the  mileage  involved, 
and  having  stated  that  the  aggregate  sum  covered  by  the  existing 
mileage  was  a  certain  amount,  and  having  asked  Congress  to  add 
to  that  new  service  at  the  cost  of  $17,000  per  mile,  we  should  not  feel 
justified  in  contracting  for  full  new  and  old  service  which  we  had 
reported  to  Congress  as  of  a  given  mileage  unless  Congress  should 
increase  the  authorization  beyond  $1,250,000,  in  which  event  the 
appropriation  need  not  be  even  $1,250,000,  in  the  present  bill,  as  full 
service  could  not  be  completed  within  the  year  in  cities  from  which 

Eroposals  must  yet  come  and  in  the  cities  of  Boston,  Philadelphia, 
ew  York,  Brooklyn,  Chicago,  and  St.  Louis,  as  well. 

The  Chairman.  Do  you  believe,  in  view  of  the  information  which 
you  now  have,  that  it  is  possible  to  secure  a  lower  rate  of  rental  for 
this  service  in  the  cities  of  St.  Louis,  Chicago,  Philadelphia,  New 
York,  and  Boston  than  the  maximum  of  $17,000  a  mile? 

Mr.  Shallenberger.  I  do  not  believe  it  possible. 

The  Chairman.  Do  you  believe  it  possible  to  secure  any  lower  rate 
in  the  cities  of  Baltimore,  Cincinnati,  Kansas  City,  Pittsburg,  and 
San  Francisco  than  $17,000  per  mile? 

Mr.  Shallenberger.  I  think  it  is  still  less  possible  in  those  cities. 

The  Chairman.  Then  would  you  recommend  that  Congress  increase 
the  amount  of  the  appropriation,  so  as  to  make  it  equal  to  the  rate 
of  $17,000  a  mile  for  tlie  full  mileage  which  you  have  already  recom- 
mended ? 

Mr.  Shallenberger.  That  I  would  recommend  as  above  stated. 

The  Chairman.  ^Vhat  is  that  mileage?     ^Vhat  is  that  amount? 

Mr.  Crew.  $1,281,443,  at  $17,000  per  mile  for  the  full  mileage 
recommended.  That  is  merely  at  $17,000  per  mile.  Now,  on  the 
short  mileage  you  will  find  that  that  will  not  be  exactly  right  at 
$17,000  per  mile. 

The  Chairman.  But  I  understand  General  Shallenberger  to  say 
that  he  declines  to  recommend  a  higher  rate  than  $17,000  a  mile  for 
any  of  the  service.     Am  I  correct  in  that,  or  would  you? 

Mr.  Shallenberger.  I  should  not  feel 

The  Chairman.  You  would  not  feel  disposed  to  recommend  a 
liigher  rate  than  $17,000  a  mile  even  for  a  shorter  mileage  than  1  mile 
in  any  one  city? 

Mr.  Shallenberger.  I  should  hesitate  to  recommend  any  pneu- 
matic-tube service  under  1  mile. 

The  Chairman.  I  do  not  mean  that;  I  meant  3  miles.  That  is 
what  I  meant  to  say. 

Mr.  Shallenberger.  Yes;  I  hesitate  to  recommend  more  for  less 
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than  3  miles,  for  the  reason  that  the  cost  of  the  terminal  machinery 
must  be  paid  for  by  the  mileage;  and  when  we  are  asked  to  connect 
stations  less  than  3  miles  apart,  with  no  expectancy  that  the  service 
will  increase  in  the  city  within  a  reasonable  period,  it  seems  to  me 
that  we  had  better  cover  that  distance  by  automobiles  or  some  other 
method  of  rapid  transit 

The  Chairman.  Do  I  understand  you  to  say  that  an  increase  of 
S31,443  over  the  $1,250,000,  making  $1,281,443,  would  make  a  sum 
sufficient  to  allot  $17,000  a  mile  for  all  of  the  mileage  which  was 
recommended  by  you  last  year? 

Mr.  Crew.  That  covers  the  mileage  given  in  our  table  on  page 
38  of  the  report  of  1905,  showing  the  new  service  and  the  service 
then  in  operation.  The  two  together  make  75.379  miles.  That,  mul- 
tiplied by  $17,000,  if  I  have  made  no  mistake,  makes  $1,280,000. 

The  Chairman.  Let  me  put  the  question  in  another  wav. 

Mr.  GoEBEL.  You  do  not  include  the  five  new  cities,  thougt  ? 

Mr.  Crew.  Yes;  I  do. 

The  Chairman.  In  the  $1,281,000? 

Mr.  Goebel.  No;  that  does  not  include  the  five  new  cities. 

Mr.  Crew.  Your  $1,250,000  includes  an  increase  in  San  Francisco. 
Our  recommendation  was  $1,233,000,  you  will  remember. 

The  Chairman.  Let  me  put  it  in  this  way :  What  amount  would 
be  necessary,  at  the  rate  of  $17,000  a  mile,  for  the  full  mileage 
advertised  for  in  the  cities  of  Boston,  New  York,  Philadelphia, 
Chicago,  St.  Louis,  Baltimore,  Cincinnati,  Kansas  City,  Pittsburg, 
and  San  Francisco? 

Mr.  FiNLEY.  You  omitted  Brooklyn. 

The  Chairman.  That  is  included  in  Greater  New  York.  What 
amount  would  be  necessary  at  the  $17,000  a  mile  to  cover  the  mileage 
advertised  for  in  your  invitation  for  bids? 

Mr.  Crew.  ^Vhat  I  have  given  you. 

Mr.  Shallenberger.  I  think  Mr.  Crew  has  given  you  the  correct 
fiffures;  and  I  want  to  explain  that  there  was  $17,000  additional 
added  in  the  Senate  for  San  Francisco,  which  he  has  not  included  here. 

Mr.  Crew.  If  you  want  to  cover  that,  you  want  to  add  $17,000  in 
addition. 

Mr.  Shallenberger.  Yes;  you  want  to  add  $17,000  if  you  want 
to  cover  that. 

The  Chairman.  That,  then,  would  be  an  increase  of  $48,443  which 
it  would  be  necessary  to  make  in  the  total? 

Mr.  Snapp.  I  think  there  is  a  mistake  there. 

(After  an  informal  discussion:) 

The  Chairman.  What  amount  of  money  would  be  necessary  to 
pay  for  all  of  the  pneumatic  service  for  the  next  fiscal  year  for  the 
service  actually  in  operation,  plus  the  instalhition  of  the  full  mileage 
recommended  last  year,  and  which  you  advertised  to  secure,  includ- 
ing the  additional  one  mile  at  San  Francisco  contemplated  by  the 
increase  of  the  amount  after  your  recommendation? 

Mr.  Crew  (after  making  calculation).  $1,388,758.90. 

Mr.  Goebel.  General  Shallenberger,  you  did,  during  the  suumier, 
advertise  for  bids  at  the  Cincinnati  office  ? 

Mr.  Shallenberger.  We  did. 

Mr.  Goebel.  You  received  no  bids,  I  believe? 

Mr.  Shallenberger.  No  bids. 

Mr.  Goebel.  Have  you  advertised  since  that  time? 
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Mr.  Shallenbergbr.  No  ;  we  have  not.  I  said  to  the  correspond- 
'Cnts  representing  the  daily  press  of  Cincinnati  immediatdy  after 
the  bids  were  opened,  and  the  failure  to  xeceive  any  from  Cincinnati 
was  discussed,  in  reply  to  that  question  I  said,  "  Our  rule  is  not  to  in- 
volve the  Department  in  cost  of  new  advertisement,  having  just  failed 
to  secure  bids,  until  we  have  some  intimation  that  someone  is  ready 
to  put  a  proposal  before  us.  Otherwise  it  would  seem  to  be  a  needless 
increase  of  expenditures."  I  said  to  the  press  of  Pittsburg:  "  If  you 
can  induce  the  Board  of  Trade  or  the  Chamber  of  Commerce  or  any 
public-spirited  citizen  to  organize  a  local  company  and  say  to  us 
fhat  if  an  advertisement  issues  they  will  find  someone  to  submit  a 
bid,  we  will  at  once  issue  an  advertisement." 

Mr.  GoEBBL.  Then  you  do  not  contemplate  advertising  until  you 
get  such  information  ? 

Mr.  Shallenbergbr.  Not  until  we  get  some  such  information. 

Mr.  GoEBEL.  An  appropriation  had  been  made  for  pneumatic  tubes 
for  the  fiscal  year  of  1906  ? 

Mr.  Shalij?:nberger.  Yes. 

Mr.  GoEBBL.  I  am  asking  simply  for  information  as  to  that.  No 
disposition  having  been  made  of  tfiat  appropriation,  does  that  revert 
back  to  the  Treasury  ? 

Mr.  Shallenbergbr.  It  was  simply  authority  to  execute  contracts 
to  the  aggregate  of  $1,250,000.  There  has  been  no  appropriation  of 
that  amount  made. 

The  Chairman.  There  was  an  appropriation  of  $900,000. 

Mr.  Shallenbergbr.  Nine  hundred  thousand  dollars;  yes.  If  you 
will  remember,  however,  that  was  on  the  supposition  that  even  though 
tids  should  be  received  from  all,  and  even  though  contracts  should  be 
executed  with  all,  they  could  not  be  completed  within  the  fiscal  year 
to  an  extent  that  would  require  more  than  the  expenditure  of  $900,000. 

Mr.  Snapp.  How  much  of  this  $900,000  will  be  used  during  this 
year? 

Mr.  Shallenbergbr.  That  depends  on  the  rapidity  with  which  the 
service  will  be  completed  and  installed. 

Mr.  Snapp.  How  much  of  the  new  service  has  been  completed  ? 

Mr.  Shallenbergbr.  The  contracts  have  just  been  executed. 

Mr.  Snapp.  When  were  they  executed? 

Mr.  Shallenbergbr.  I  think  in  the  last  of  November.  The  tubes 
are  being  laid  in  New  York,  I  understand. 

Mr.  Snapp.  Are  they  all  under  construction  ? 

Mr.  Shallenbergbr.  I  am  not  prepared  to  say.  In  Philadelphia 
and  New  York  I  think  they  are  proceeding  with  the  new  construction. 
As  to  Chicago,  I  am  not  able  to  say.    Do  yon  know,  Mr.  Crew  ? 

Mr.  Crew.  I  do  not  know  of  any  construction  being  pursued  in 
Chicago.  In  New  York  and  Philadelphia  they  are  at  work,  I 
understand. 

Mr.  Stafford.  You  have  entered  into  new  contracts  for  this  service 
in  Boston,  Philadelphia,  New  York,  Chicago,  and  St.  Louis.  For 
what  length  of  time  do  those  contracts  run? 

Mr.  Shalu:nberger.  Ten  years. 

Mr.  Stafford.  Is  there  any  condition  in  those  contracts  that  the 
service  as  a  whole  must  be  in  operation  within  any  specified  time? 

Mr.  Stone.  There  are  provisions  on  that  subject.  I  can  not  recall 
the  exact  language.    They  provide  that  a  certain  per  cent  of  the  serv- 
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ice  shall  be  in  operation  within  the  first  year  and  a  oertain  per  cent 
in  the  second  year. 

Mr.  Crew.  Three  miles  in  the  first  year,  and  6  milea  in  the  second, 
and  the  balance  within  the  third  year. 

Mr.  Stafford.  Is  there  any  penalty  attached  for  failure  to  perfonn 
the  contract? 

Mr.  Sh ALLEN  BERGER.  There  is  not, 

Mr.  Stafford.  How  do  you  expect  to  have  the  contract  carried  out 
without  a  penalty  provision? 

Mr.  Shallrnbbrger.  If  we  were  dependent  upon  that  contract  for 
service  we  should  certainly  have  a  penalty;  but  as  it  is  improved' 
service,  proposing  to  substitute  the  pneumatic  for  the  wagon  and 
other  service,  we  have  not  felt  justified  in  exacting  a  penalty  for 
failure  to  complete  it  within  a  specified  time,  as  no  Toss  to  the  Gov- 
ernment can  well  occur  by  delay,  and  no  possible  expenditure  can 
be  made  until  after  the  completion  of  the  line  and  the  acceptance  by 
the  Postmaster-General. 

Mr.  Stafford.  You  have  entered  into  a  contract  for  the  city  of 
Boston  for  the  maximum  mileage  recommended  by  the  Commission 
of  last  year,  for  the  period  of  ten  vears  hence,  for  a  maximum  rate  of 
$113,089.14  per  annum? 

Mr.  Shallrnbergbr.  That  is  correct,  as  you  will  find. 

Mr.  Stafford.  That  contract  i^  now  binding  on  both  parties,  the 
Government  and  the  company  ? 

Mr.  Shallenbergkr.  It  is  a  contract  between  the  Government  and 
the  company. 

Mr.  Stafford.  At  what  aggregate  price  would  that  be,  in  case  they 
received  the  maximum  compensation  alowed  ]by  law  ? 

Mr.  Shallenberger.  They  are  now  receiving  the  maximum.  That 
contract  calls  for  the  maximum. 

Mr.  Stafford.  If  you  will  multiply  6.89  by  $17,000,  I  think  the 
result  will  aggregate  $117,130  per  annum. 

Mr.  Shallenberger.  They  consented  finally,  I  am  reminded,  to  a 
reduction  in  Boston  on  account  of  the  fact  that  a  part  of  the  service 
was  performed  in  a  10-inch  tube. 

Mr.  Stafford.  In  this  city  this  service  had  for  a  prior  time  been 
in  force? 

Mr.  Shallenberger.  It  had. 

Mr.  Stafford.  Under  one  former  contract  ? 

Mr.  Shallenberger.  It  had. 

Mr.  Stafford.  For  what  length  of  period  was  it  installed? 

Mr.  Shallenberqfji.  A  four-vear  contract. 

Mr.  Stafford.  At  the  rate  ot  $16,000  per  mile? 

Mr.  Shallenberger.  I  presume  so.  I  do  not  remember  the  figures, 
but  they  are  in  the  record.    What  are  ihey,  Mr.  Crew  ? 

Mr.  Crew.  Do  you  mean  the  Boston  contract  ? 

Mr.  Stafford.  Yes. 

Mr.  Crew.  The  Boston  service  before  this  was  $1(5,000  per  mile: 

Mr.  Stafford.  That  was  the  maximum  service  recommended  by  the 
Commission:    and  it  is  now  in  operation? 

Mr.  Crew.  Yes,  sir.  You  will  find  that  on  page  11  of  the  Second 
Assistant's  report  for  1905. 

Mr.  Stafford.  No  additional  appropriation  is  necessjiry,  so  far  a» 
Boston  is  concerned,  to  extend  the  service  there? 
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Mr.  SiiALLENBERGER.  There  is  not. 

Mr.  Crew.  There  is  none  recommended. 

Mr.  Stafi-x^rd.  State  the  length  of  service  for  which  the  contract 

Srovides  as  to  the  operation  of  this  pneumatic  tube  in  Brooklyn, 
r.  Y.,  under  the  new  contract,  as  just  entered  into. 

Mr.  Crew.  In  Brooklyn  it  now  extends  from  New  York  to  the 
Brooklyn  post-office,  und^er  the  New  York  contract,  you  understand ; 
and  in  Brooklyn  proper  we  extend  up  to  Station  L,  1.35  miles  out- 
side of  that. 

Mr.  Stafford.  Will  you  state  the  total  mileage  which  is  provided 
for  in  the  new  contract  for  service  ? 

Mr.  Crew.  1.35  miles  in  Brooklyn  proper,  separate  from  the  con- 
nection of  the  Brooklyn  post-office  with  the  New  York  post-office. 

Mr  Stafford.  How  much  in  New  York? 

Mr.  Crew.  The  New  York  contract  alone  is  for  26.89  miles. 

Mr.  Stafford.  And  the  Brooklyn  contract  is  for  1.35.miles? 

Mr.  Crew.  1.35  miles. 

Mr.  Stafpx)rd.  How  much  less  is  that  mileage  than  that  recom- 
mended by  the  board  a  year  ago  ? 

Mr.  Crew.  I  will  have  to  get  those  figures.  (After  making  calcu- 
lation.) The  recommendation  in  New  York  and  Brooklyn  was  for 
29.403  miles.  The  service  as  let  is  for  28.24 — a  difference  of  1.163 
miles. 

Mr.  Stafford.  The  contract  let  in  Brooklyn  is  for  4.6016  miles? 

Mr.  Crew.  Not  let ;  1.35  miles  as  let.  That  is  the  advertised  serv- 
ice.   We  did  not  let  the  service  at  Station  W. 

Mr.  Stafford.  For  what  reason  did  you  not  let  service  at  Sta- 
tion W? 

Mr.  Crew.  We  did  not  have  money  enough  to  cover  it  and  save  the 
money  for  the  other  cities. 

The  Chairman.  That  was  explained  by  General  Shallenberger  in 
reference  to  certain  stations  that  were  omitted  from  the  contract. 

Mr.  Crew.  This  was  one  instance. 

Mr.  Stafford.  Yes,  sir.  I  would  like  to  have  him  explain  the  rea- 
sons in  each  case. 

Mr.  Crew.  As  explained  by  Mr.  Shallenberger., 

The  Chairman.  He  had  stated  the  reasons;  but  you  wish  to  ask 
the  question  as  to  each  specific  one? 

Mr.  Stafford.  Each  specific  case. 

The  Chairman.  It  is  the  same  reason.  I  simply  thought  it  was  a 
duplication ;  but,  if  you  insist  upon  it,  go  ahead. 

Mr.  Stafford.  I  want  to  get  it  in  the  record. 

The  Chairman.  He  has  got  it  in  the  record — ^his  explanation  as  to 
these  several  stations. 

Mr.  Stafford.  Was  there  any  bid  received  for  the  proposed  service 
of  4.60  miles? 

Mr.  Shallenberger.  The  proposals  included  that  station. 

Mr.  Stafford.  But  was  any  bid  received  for  the  installation  of 
that  service? 

Mr.  Shallenberger.  A  bid  is  a  proposal,  Mr.  Stafford. 

Mr.  Crew.  Yes,  sir;  it  is  stated  on  page  11  of  our  report. 

Mr.  Stafford.  Under  your  report  of  a  year  ago  you  recommended 
for  installation,  as  new  service,  3.94  miles  in  Brooklyn  ? 

Mr.  Crew.  Yes.  sir. 
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Mr.  Stafford.  Was  there  any  additional  mileage  added  to  make 
up  the  4.G0  miles,  as  proposed  in  your  last  proposal? 

Mr.  Crew.  The  company  measured  by  a  very  much  longer  route 
in  reaching  Station  W  than  we  had  estimated,  and  longer  than  we 
thought  was  practicable. 

Mr.  Shallenberoer.  They  assigned  as  a  reason  that  they  could  not 
occupy  certain  streets  as  contemplated,  and  for  other  reasons  could 
not  make  the  connection  between  the  stations  by  the  shorter  route. 

Mr.  Stafpxjrd.  Making  the  route  more  than  half  a  mile  longer  ? 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  At  what  rate  per  mile  is  that  contract  in  Brooklyn 

Mr.  Crew.  $17,000  per  mile. 

Mr.  Stafford.  In  New  York  you  have  a  contract  for  only  26.8^ 
miles,  as  distinguished  from  the  proposal  of  27.6377  miles? 

Mr.  Crew.  That  is  correct. 

Mr.  Stafford.  Did  you  receive  any  proposal  for  the  installatiot 
of  the  total  service  there? 

Mr.  Crew.  We  received  a  proposal  for  27.5377  miles. 

Mr.  Stafford.  Under  the  contract  as  now  let  for  the  26.89  miles,  it 
is  at  the  rate  of  the  full  compensation  of  $17,000  per  mile? 

Mr.  Crew.  $17,000  per  mile. 

Mr.  Stafford.  How  much  of  the  service  in  Brooklyn  and  New 
York  is  now  in  operation  ? 

Mr.  Crew.  The  original  service  from  the  post-office  to  Station  H, 
covering  the  intermediate  stations,  and  also  the  service  from  the 
New  lork  post-office  to  Station  P,  and  the  service  from  the  New 
York  post-office  to  the  Brooklyn  post-office. 

Mr.  Stafford.  What  additional  service  is  there  than  that  which 
was  in  service  a  year  ago,  when  you  stated  the  service  in  operation  in 
New  York  as  being  6.853  miles? 

Mr.  Crew.  I  do  not  think  that  there  is  any,  except  that  we  have 
changed  the  locations  of  some  of  the  stations  and  have  had  to  change 
the  mileage  proportionately. 

Mr.  Stafford.  Is  there  any  in  course  of  construction  ? 

Mr.  Crew.  It  is  in  course  of  construction  now. 

Mr.  Stafford.  How  much  is  in  course  of  construction  ? 

Mr.  Crew.  I  could  not  give  you  a  definite  answer,  but  I  know  that 
they  have  broken  ground  at  many  places,  and  are  building  up  on  the 
west  side  so  as  to  complete  the  west  side  line,  they  claim,  before  the 
1st  of  next  July. 

The  Chairman.  How  much  is  under  contract? 

Mr.  Stafford.  We  have  in  the  report  how  much  is  under  contract — 
26.89  miles  under  contract,  I  believe. 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  The  contract  for  Philadelphia  covers  7.35  miles,  at 
an  aggregate  pay  of  $124,950  per  annum,  which  is  the  maximum 
amount  ? 

Mr.  Crew.  Seventeen  thousand  dollars  per  mile. 

Mr.  Stafford.  Where  is  the  additional  service  needed  there  which 
is  not  covered  by  the  present  contract? 

Mr.  Crew.  From  Southwark  to  Station  D.  That  was  eliminated 
from  the  contract. 

Mr.  Stafford.  What  was  the  occasion  for  extending  the  total 
mileage  from  that  proposed  in  the  report  of  last  year? 
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Mr.  Crrw.  Is  that  in  Pkiladelphia? 

Mr.  Stafford.    In  Philadelphia. 

Mr.  Crew.  The  extension  recommended  was  the  service  to  South- 
wark  and  Station  D  from  the  post-office. 

Mr.  Stafford.  So  it  is  an  additional  recommendation,  so  fac  as^ 
the  service  that  is  now  provided  in  the  present  contract  is  con- 
cerned ? 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  It  is  additional  to  that  reported  last  year? 

iVIr.  Crew.  Yes,  sir. 

Mr.  Stafford*  So  that  you  did  enter  into  a  contract,  and  had  the 
appropriation  for  that  which  was  intended  la^st  year? 

Mr.  Crew.  Yes,  sir ;  all  except  Station  D. 

Mr.  Stafford.  The  present  contract  in  Chicago,  which  runs  for 
ten  years — and  I  infer  that  these  contracts  have  all  just  been  exe- 
cutecl  and  entered  into;  is  that  a  fact,  Mr.  Shallenberger ? 

Mr.  Shallenberger.  That  is  a  fact. 

Mr.  Stafford  (continuing).  Provides  for  a  service  of  17.663 
miles  ? 

Mr.  Crew.  Approximately. 

Mr.  Stafford.  At  wiiat  rate  is  that  per  mile? 

Mr.  Crew.  Figuring  out  that  mileage  and  the  total  rate  of  pay 
on  the  contract,  as  given  on  page  11  of  our  report,  it  makes 
«(J.766.53. 

Mr.  Stafford.  When  you  made  your  report  last  year  there  were 
S.88  miles  in  operation  in  Chicago? 

Mr.  Crew..  Yes,  sir. 

.Mr.  Stafford.  And  3-ou  recommended  8.814? 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  Or  17.694  miles? 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  Where  was  the  extension,  and  the  reason  for  its 
extension  to  make  a  total  of  19,953  miles? 

Mr.  Crew.  The  company,  in  making  this  proposal,  measured  by 
longer  routes  than  we  anticipated. 

Mr.  Stafford.  What  was  the  reason  for  measuring  on  longer 
routes  ? 

Mr.  Crew.  They  gave  various  reasons  for  it.  One  was  that  they 
could  not  get  under  the  rivor  where  they  expected*  to.  Another  was 
that  they  could  not  make  connection  properly  at  a  station  that  we  had 
anticipated  in  the  estimate. 

Mr.  Stafford.  What  station  was  that  ? 

Mr.  Crew.  In  making  the  connection  ? 

Mr.  Stafford.  Yes. 

Mr.  Crew.  We  wanted  Carpenter  street,  as  I  recall  it,  supplied 
from  the  Northwestern.  They  said  they  could  not  supply  it  from 
there,  because  they  could  not  get  across  the  river;  and  they  undertook 
to  supply  it  from  Station  UT  The  contract  now  provides  for  Car- 
penter street  station  being  supplied  from  Station  C.  There  was  a 
considerable  change  in  the  lines — in  the  locations. 

Mr.  Stafford.  Has  any  new  contract  been  entered  into  for  the  ex- 
tended service  or  the  old  service  in  St.  Louis? 

Mr.  Crew.  Yes;  we  have  a  contract  in  St.  Ix)uis. 

Mr.  Stafford.  For  what  length  of  mileage  has  it  been  entered  into? 
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Mr.  Crbw.  The  same  length — 3.47  miles. 

Mr.  Stafford.  Is  that  the  total  recommended  by  the  board? 

Mr.  Crew.  Yes,  sir. 

Mr.  Stafford.  At  what  total  rate,  per  annum,  and  what  rate  per 
mile,  is  that  service  now  being  had  by  the  Government? 

Mr.  Crew.  Taking  the  total  amount  of  the  bid  as  $54,821.15,  and 
dividing  it  into  that  mileage,  gives  us  a  rate  per  mile  of  $15,789.60. 

Mr.  Stafford.  And  there  is  no  need  for  the  extension  of  the  service 
in  St.  Louis,  then,  as  at  present  contracted  for? 

Mr.  Crew.  At  present  we  could  not  recommend  that. 

Mr.  Stafford.  In  making  call  for  new  bids  for  the  additional  serv- 
ice than  that  now  contracted  for,  if  the  contracts  were  canceled,  you 
would  expect  that  the  contractors  would  return  a  proposal  of  the 
maximum  amount  of  $17,000  per  mile  for  service? 

Mr.  Crew.  I  have  no  knowledge  of  their  intention  of  bidding  any 
lower. 

Mr.  Stafford.  In  Oiicago,  this  service  under  the  old  contract  was 
at  what  rate  per  mile  ? 

Mr.  Crew.  Page  12  of  the  report  for  1905  gives  the  rate  per  mile  as 
813,471.28. 

Mr.  Stafford.  What  was  the  rate  in  St.  Louis  under  the  old  con- 
tract? 

Mr.  Crew.  Fifteen  thousand  five  hundred  and  seventy  dollars. 

Mr.  .Stafford.  In  Boston  ? 

Mr.  Crew.  Sixteen  thousand  dollars  a  mile. 

Mr.  Stafford.  In  New  York? 

Mr.  Crew.  Sixteen  thousand  seven  hundred  and  ninety-nine  dollars 
per  mile. 

Mr.  Stafford.  In  Philadelphia  ? 

Mr.  Crew.  Seventeen  thousand  dollars  per  mile. 

Mr.  Stafford.*  For  what  length  of  time  did  those  contracts  nm  ? 

Mr.  Crew.  Four  years. 

Mr.  Stafford.  Was  that  the  first  contract  that  was  executed  for 
that  service  in  each  of  these  cases? 

Mr.  Crew.  I  think  not  in  each  of  these  cases. 

Mr.  Shallenberger.  Not  in  Philadelphia;  the  service  has  been  in 
Philadelphia  since  1890  or  1891,  during  Mr.  Wanamaker's  adminis- 
tration; I  think  it  was  1891. 

Mr.  Crew.  Philadelphia,  New  York,  and  Boston  had  service  prior 
to  that  time. 

Mr.  Stafford.  But  in  the  other  cities  it  was  the  first  contract  ? 

Mr.  CaEW\  I  believe  so;  yes. 

(The  committee  thereupon  adjourned  until  to-morrow,  Saturday^ 
January  12,  1907,  at  10.30  o'clock  a.  m.) 
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Committee  on  the  Post-Office  and  Post-Roads, 

Saturday^  January  12, 1907. 
Committee  called  to  order  at  10.40  a.  m. 

STATEMENT  OF  HON.  W.  S.  SHALLENBEBGEB,  SECOND  ASSISTANT 
FOSTMASTEB-GENEBAL,  ACCOMFANIED  by  MB.  QEOBGE  F.  STONE, 
CHIEF  GLEBX;  MB.  JAMES  H.  CBEW,  SUFEBINTENDENT  OF  TLALL- 
WAY  MAIL  ADJUSTMENT,  AND  MB.  ALEXANDEB  GBANT,  ACT- 
INQ   GENEBAL   SXTFEBINTENDENT   BAILWAY   MAIL   SEBVTCE. 

SCREEN   WAGON  AND  CHICAGO  TUNNEL  SERVICE. 

The  Chairman  (Mr.  Overstreet).  Mr.  Shallenberger,  the  first  item 
for  consideration  to-day  is  your  recommendation  relative  to  screen- 
wagon  service,  page  24  of  the  skeleton  bill.  Is  the  increase  of  $19,000 
recommended  aue  entirely  to  the  establishment  of  new  service,  or 
partly  because  of  probable  increase  of  rates  incident  to  new  contracts!! 

Mr.  Stone.  Since  this  estimate  was  prepared  conditions  have  mate- 
rially changed.  We  have  opened  bids  for  the  third  contract  section, 
which  must  be  relet  to  take  effect  on  July  1  next.  The  lowest  bids 
aggregate  about  $61,000  more  than  was  allowed  in  our  estimates;  and 
while  some  of  the  bids  have  been  rejected  and  service  readvertised, 
we  believe  there  should  be  added  to  this  estimate  at  least  $50,000, 
which  will  make  the  revised  estimate  $1,296,000,  being  $69,000,  or 
5.62  per  cent,  more  than  the  appropriation  for  the  current  year. 

The  Chairman.  Then  you  will  ask  an  increase  of  $69,000  instead 
of  $19,000? 

Mr.  Stone.  Yes,  sir. 

The  Chairman.  Is  that  due  to  the  proposed  contracts  where  none 
have  heretofore  existed,  or  entirely  with  reference  to  the  old  contracts 
which  have  expired  and  new  ones  have  to  be  made  for  similar  service! 

Mr.  Stone.  It  covers  both  items;  the  increased  rates  on  those  that 
have  expired  and  will  be  relet.  And  it  also  includes  some  additional 
service. 

The  Chairman.  WTiat  is  your  total  recommendation? 

Mr.  Stone.  $1,296,000. 

The  Chairman.  What  is  the  condition  of  this  fund  for  the  current 
year? 

Mr.  Stone.  The  annual  rate  of  expenditure  on  November  30,  1906, 
was  $1,183,170. 

Mr.  Stafford.  Do  you  expect  any  deficiency  in  this  item  this  year, 
or  will  the  appropriation  be  sufficient  to  meet  all  the  needs  of  the 
service  ? 

Mr.  Stone.  We  do  not  expect  to  have  any  deficiency  this  year 
unless  there  should  be  a  failure  in  the  performance  of  service  for  the 
Chicago  tunnel,  which  would  necessitate  employing  additional  regu- 
lation wagon  service. 

Mr.  Shallenberger.  And  unless  the  committee  would  make  the 
amount  for  tunnel  service  applicable  for  wagon  service. 

Mr.  Stafford.  The  tunnel  service  is  now  in  operation,  is  it  not? 

Mr.  Shallenberger.  It  is  in  experimental  operation,  but  not  satis- 
factory operation. 

Mr.  Stone.  And  has  not  been  accepted  imder  the  contract. 
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Mr.  Stafford.  Are  you  realizing  any  difficulties  in  its  operation 
in  Chicago  ? 

Mr.  Shallenberoer.  We  are  realizing  such  great  difficulties  that 
we  have  not  been  able  as  yet  to  secure  even  an  experimental  test  in  full 
compliance  with  the  contract.  Certain  portions  have  to  be  performed 
by  wagon  service  at  the  expense  of  the  tunnel  company. 

Mr.  Stafford.  What  is  the  difficulty  that  has  been  encountered  ? 

Mr.  Shallenberoer.  The  delays  to  mail  matter. 

Mr.  Stafford.  It  was  suggested  when  this  authorization  was  made 
that  it  would  be  more  expeditious. 

Mr.  Shallenberoer.  That  was  the  understanding. 

Mr.  Stafford.  Have  you  found  upon  trial  that  that  claim  has 
been  met  ? 

Mr.  Shallenberoer.  That  claim  has  not  been  met.  On  the  con- 
trary, the  expedition  has  not  been  reached.  The  average  time 
consumed  under  the  most  favorable  circumstances  equals  the  time 
consumed  by  the  wagon  schedule.  Again,  the  number  of  failures  to 
conect  with  outgoing  trains,  the  delays  in  reaching  the  post-office 
from  railway  stations,  have  caused  very  many  complaints  to  come 
from  not  only  the  people  of  Chicago,  where  local  mail  is  affected, 
but  from  the  people  of  the  West  and  Northwest,  whose  mail  matter 
fails  to  make  connection  with  outgoing  trains  by  reason  of  the 
unavoidable  delays  apparently  incident  to  the  method  of  handling 
the  mail  from  the  general  post-office  down  through  chutes  to  a 
40-foot  level  below  the  surface,  conveying  it  in  cars,  and  lifting  it 
again  from  that  depth  to  the  railway  station. 

Improved  methods  by  the  tunnel  company  have  been  substituted, 
and  are  still  being  considered  and  substituted.  They  seem  to  be 
making  every  reasonable  effort  to  bring  the  service  up  to  a  condition 
in  which  we  can  certify  it  subject  to  deduction  for  failures  to  comply 
with  the  contract  stipulations.  But  the  most  recent  reports,  and 
those  report.s  are  made  after  the  most  careful  investigation  by  the 
postmaster  of  the  city  of  Chicago,  by  the  Superintendent  of  Rail- 
way Mail  Service,  my  own  direct  representative  in  the  city  of  Chi- 
cago, and  by  special  agents  sent  from  my  office  to  assist  and  verify 
the  investigation — these  reports,  taken  together,  indicate  to  me  that 
I  can  not,  at  this  time,  certify  pay  for  such  service  as  has  been  per- 
formed except  on  the  condition  that  considerable  deductions  shall  be 
made  for  unsatisfactory  service;  and  that  a  notice  must  be  served 
upon  the  company  that  if  they  shall  not  be  able,  between  then,  and 
say  April  1,  after  due  notice  shall  have  been  given  to  bring  the 
service. up  to  contract  requirements,  the  contract  will  be  annulled. 

Mr.  Stafford.  Has  there  been  any  other  difficulty  of  delay  in  the 
carriage  of  mail  other  than  at  the  post-office  and  at  the  stations  by 
means  of  the  lifts? 

Mr.  Shallenberoer.  I  think  it  may  be  said  that  delays  have  oc- 
curred because  of  the  difficulty  in  securing  satisfactory  employees  in 
a  new  service  like  this — the  want  of  expertness  on  the  part  of  all  em- 
ployees in  handling  a  new  service.  Various  causes,*  T  may  say,  have 
operated  so  that  while  I  may  not  be  able  to  specify  in  great  particu- 
larity, yet  I  am  constrained  to  say  that  the  causes  all  combined  seem 
as  yet  to  be  insurmountable,  notwithstanding  the  company  appears  to 
be  making  every  effort  to  bring  the  service  to  a  proper  standpoint. 
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Mr.  Stafford.  >¥lien  did  the  contract  for  the  screen-wagon  «ervice 
for  the  entire  mail  expire  ? 

Mr.  Shallenbergeb.  We  terminated  the  wagon  contract. 

Mr.  Stonk.  I  think  it  was  September  16;  I  see  that  the  tunnel 
service  began  on  September  17. 

Mr.  Stafford.  And  did  you  terminate  it  on  that  date? 

M5p.  Shallbnbrrgbr.  Yes;  on  that  date  the  company  notified  us 
that  it  was  ready  to  give  us  full  service. 

Mr.  Stafford*  When  would  the  contract  otherwise  have  terminated 
if  there  had  not  been  such  substitute  service  ? 

Mr.  Stone.  June  30, 1907. 

Mr.  Staffobd.  How  much  of  the  service  that  should  be  performed 
by  the  tunnel  company  is  now  being  performed  by  the  substitute 
wagon  service? 

Mr,  Shallenbergeb.  T  will  ask  Mr.  Crew,  who  is  in  direct  charge 
of  that,  to  answer. 

Mr.  Crew.  I  can  not  give  the  proportion,  but  we  have  called  upon 
them  to  furnish  such  wagon  service  as  is  necessary  to  supplement  the 
tunnel  service  when  it  faiLs.     One  day  it  is  more  than  another. 

Mr.  Shallenberghr.  Can  you  state,  Mr.  Crew,  whether  it  i»  from, 
the  railway  trains  to  the  post-office  for  all  maiK  or  simply  the 
registered  mail  ? 

Mr.  Crew.  Largely  for  registered  mail,  but  they  have  put  on 
wagons  for  their  mail  in  €|uite  a  number  of  cases,  especially  between 
the  post-of&oe  and  the  Kmzie  station,  and  the  post-office  and  Sta- 
tion H. 

Mr.  Shallenberger.  I  r^nember  that  the  first  comi>laint  of  the 
postmaster  at  Chicago  was  as  to  the  lack  of  suitable  equipment,  inse- 
curity in  handling  registered  mail,  claiming  that  wagons  must  be 
substituted  whereby  it  would  be  possible  for  the  registered  matter  to- 
remain  in  the  custody  of  trusted  employees  to  an  extent  not  possible 
at  that  time  in  the  tunnel  service,  and  we  demanded  of  the  tunnel 
company  that  they  should  furnish  the  wagons  and  proper  security 
for  mail  pending  the  time  when  improvements  whicn  they  oonteni- 
plated  would  enable  them  to  take  care  of  it. 

Mr.  Stafford.  Have  they  furnished  such  wagons? 

Mr.  Shallenberger.  Yes. 

Mr.  Stafford.  Under  the  contract  with  the  tunnel  company,  if  you 
should  concel  it  for  failure  to  perform,  is  the  Government  protected 
so  that  it  would  be  reimbursed  for  any  additional  outlay  expend^  on 
screen-wagon  service? 

Mr.  Stone.  If  the  contract  with  the  tunnel  company  were  annulled 
we  would  expect  to  be  able  to  secure  wagon  service,  and  have  the 
$172,000,  which  is  the  tunnel  pay,  available  for  that  service. 

The  Chairman.  Are  you  protected  by  bonds  as  against  the  tunnel 
company's  service? 

Mr.  Shallenberger.  Oh,  yes ;  satisfactory  bonds.  I  apprehended  the 
question  to  be  to  about  this  extent :  If  the  contract  service  failed,  wouJd 
we  be  able  to  supply  temporary  service  of  the  character  and  spe^ 
contemplated  by  tne  contract,  and  hold  bondsmen  of  the  contractor 
rasponsible  for  any  excess  expenditure?  We  have  no  other  service 
similar  to  the  tunnel  service ;  therefore  we  could  not  employ  any  like 
service  in  lieu  of  the  present  tunnel  service.  We  should  haVe  to 
employ  the  best  available  service — automobiles  or  wagons — and  if  that 
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service  did  not  cost  the  Government  more  than  we  wei-e  paying  for  the 
tunnel  service,  I  apprehend  that  we  would  not  seek  to  hold  the 
bondsmen. 

Mr.  Stafford.  It  is  not  disputed  that  this  tunnel  service  is  more 
expensive  than  the  screen-wagon  service,  is  it? 

Mr.  Shallenbergrr.  It  is  not. 

Mr.  Stafford.  It  is,  is  it  not,  more  expensive  ? 

Mr.  Shalmjnberger.  It  is  more  expensive  because  of  the  proposed 
considerable  increase  in  speed. 

Mr.  Stafford.  Then  by  reason  of  default  of  the  tunnel  company  in 
not  being  able  to  perform  the  service  called  for  in  that  contract, 
should  the  Government  by  reason  of  auick  notice  be  obliged  to  enter 
into  a  contract  at  an  excess,  there  would  be  no  protection  on  the  part 
of  the  Government  as  to  reimbursement  by  the  tunnel  company  under 
this  contract? 

Mr.  Stone.  I  would  say  that  as  long  as  the  contract  were  j>©rmitted 
to  remain  in  force  that  whatever  extra  wagon  service  we  might  j&nd 
it  necessary  to  employ  to  supplement  the  tunnel  service  we  could 
charge  to  the  contractor.  But  if  we  reach  the  point  where  we  annul 
the  tunnel  contract  that  would  wipe  it  out,  as  the  Government  would 
provide  for  further  service. 

Mr.  Stafford.  Then  there  is  no  provision  in  the  contri^ct  to  have 
the  Government  reimbursed  for  any  excess  outlay  for  wagon  service 
in  case  the  amount  was  more  than  reasonable  by  reason  of  hasty 
advertisement? 

Mr.  Stone.  I  suppose  the  Government  might  formally  declare  the 
tunnel  company  at  fault,  and  then  proceed  upon  the  bonds  for  any 
damage  sustained,  if  it  was  put  in  that  form. 

Mr.  Stafford.  Is  there  any  provision  in  the  contract  with  the  tun- 
nel company  whereby  the  Government  is  allowed  to  substitute  wagon 
service  for  part  of  the  service  to  be  performed  by  the  tunnel  company, 
and  to  be  reimbursed  by  the  tunnel  company  ? 

Mr.  Stone.  I  think  the  contract  contemplates  that  for  temporary 
failures,  or  interruptions  of  the  tunnel  service,  the  tunnel  contractor 
shall  provide  the  necessary  wagons  to  move  the  loads. 

Mr.  Stafford.  WTiat  is  the  contract  price  of  the  tunnel  company 
for  this  service? 

Mr.  Shallbnberger.  The  law  fixes  the  aggregate  compensation.  * 

Mr.  Stone.  One  hundred  and  seventy-two  thousand  six  hundred 
dollars. 

Mr.  Stafford.  And  how  much  money  additional  thereto  is  being 
expended  to-day  for  screen  wagon  service  not  covered  by  the  tunnel 
service  ? 

Mr.  Shallenberger.  Over  $34,000  additional;  not,  however,  in 
excess  of  the  additional  service;  that  we  have  always  reported  to 
Congress  as  necessary. 

Mr.  Stafford.  It  was  represented  when  this  contract  was  let  that 
there  would  be  still  needed  screen  wagon  service  of  a  certain 
character. 

Mr.  Stone.  The  Second  Assistant  reported  that  the  wagon  service, 
which  would  continue  to  be  necessary,  would  cost  $34,104. 

Mr.  Snapp.  Do  you  recommend  that  this  appropriation  be  con- 
tinued for  the  tunnel  service  ? 

Mr.  Shallenberger.  I  would   recommend  that  it  be  continued. 
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but  with  a  proviso  to  which  I  have  alluded,  that  in  the  event  we  shall 
find  it  necessary  to  declare  the  contractor  a  failing  contractor,  and 
annul  the  contract  absolutely,  we  shall  have  authority  in  the  discre- 
tion of  the  Postmaster-General  to  use  not  exceeding  that  sum  for 
alternative  w-agon  service  or  automobile  service. 

Mr.  Snapp.  Would  you  want  such  a  provision  under  the  teiins  of 
this  clause  ? 

The  Chairman.  One  hundred  and  seventy-two  thousand  six  hun- 
dred dollars  is  under  a  different  item  of  appropriation,  which  covers 
electric-car  service,  and  which  w^as  taken  out  of  this  item  on  account 
of  the  fact  that  the  tunnel  service  really  was  electric-car  service. 

.MAIL   BACiS,    CORD    FASTENERS,    REPAIRING   EQUIPMENT,    ETC. 

The  Chairman.  In  the  item  for  appropriation  for  mail  bags,  cord 
fasteners,  label  cases,  and  labor  and  material  necessary  for  repairing 
equipment,  and  so  forth,  you  ask  for  the  same  appropriation,  without 
increase,  of  $50,000.  Last  year;  you  will  remember,  the  committee 
appropriated  approximately  $100,000  in  excess  of  your  estimate, 
with  the  distinct  and  plain  statement  that  the  additional  $100,000 
for  this  purpose  was  to  enlarge  the  number  of  mail  bags,  so  as  to 
create  a  sufficient  surplus,  as  not  to  necessitate  so  frequent  transmis- 
sion by  mail,  and  to  enable  the  transmission  to  be  made  by  freight  at 
reduced  expense  to  the  Government.  In  view  of  that  large  increase 
last  year,  do  you  find  that  it  will  be  necessary,  for  the  fiscal  year  1908, 
to  have  as  much  as  $450,000  for  this  service? 

Mr.  Shallenberger.  I  do. 

The  Chairman.  Is  not  a  $100,000  increase  a  greater  proportional 
increase  per  year  than  you  have  ever  before  asked  ? 

Mr.  Shallenberger,  It  is ;  but  we  have  never  before  had  the  service 
up  to  anything  like  as  satisfactory  a  condition  as  at  present.  The  city 
of  New  York,  especially,  has  been,  during  the  Christmas  holidays, 
compelled,  in  former  years,  to  command  sin-plus  equipment  from  all 
the  western  cities,  and  wherever  we  could  lay  our  hands  upon  it, 
by  mail,  under  the  most  urgent  rush  orders.  And  our  storehouse  here 
has  been  so  limited  that  we  were  not  able  to  manufacture  a  sufficient 
quantity  during  the  summer  months  to  have  at  command,  in  store,  for 
the  Christmas  holidays  an3Hhing  like  an  adequate  supply,  without 
giving  rush  orders  all  over  the  country.  In  addition  to  that,  the 
administrative  methods  that  we  have  inaugurated  in  recent  years,  and 
which  the  registry  system  has  inaugurated  in  recent  years,* by  which 
so  many  more  ''directs"  as  they  are  called,  are  made,  eliminating 
delays  and  extra  separations — a  direct  pouch  being  one  that  is  fully 
made  up  by  a  post-office,  or  a  sack  that  is  fully  made  up  by  a 
publisher. 

The  Chairman.  And  which  goes  unbroken  to  the  terminal  office. 

Mr.  Shallenberger.  Yes.  That  has  increased  the  amount  of 
equipment  necessary  to  be  used.  In  New  York  City  alone  there  has 
been  a  very  large  number  of  those  sacks,  which  the  publisher  uses  in 
making  up  their  directs  for  distant  places. 

The  Chairman.  To  what  extent  have  these  empty  mail  bags  been 
sent  by  freight  during  the  present  year  ? 

Mr.  Shallenberger.  They  have  been  sent  w^henever  a  stock  accu- 
mulated to  the  extent  of  a  carload  anywhere. 
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The  Chairman.  Have  there  been  many  such  instances? 

Mr.  S II ALLEN BERGER.  Xot  nearly  so  many  as  we  were  led  to  believe 
there  would  be  when  we  made  the  recommendation. 

The  Chairman.  If  the  provision  which  Congress  authorized  rela- 
tive to  the  carriage  of  empty  mail  bags  where  practicable  by  freight 
instead  of  mail  as  has  been  the  custom,  were  now  discontinued,  and 
you  were  permitted  to  restore  the  old  method  of  handling  the  empty 
mail  bags  entirely  by  mail,  as  you  had  before,  would  that  require  a 
less  appropriation  for  the  purpose  of  manufacturing  bags,  on  account 
of  the  Detter  speed  that  could  be  made  in  sending  the  empty  bags  to 
the  points  where  they  were  needed  ? 

Mr.  Shallenberger.  I  do  not  think  so^  because  I  have  been  con- 
scious for  at  least  six  years  that  the  division  of  equipment  was  run- 
ning entirely  too  close. 

The  Chairman.  Then  your  recommendation  for  this  amount  of 
money  is  based  entirely  upon  what  you  regard  as  the  real  needs  of  the 
service  with  respect  to  the  equipment,  without  regard  to  the  method 
of  its  transmission  ? 

Mr.  Shallenberger.  Yes.  I  should  even  insist  on  more.  If  the 
committee  will  take  up  the  reports  running  back  for  fifteen  years 
and  note  the  various  appropriations  for  this  particular  branch  of 
the  service,  they  will  see  that  they  have  not  kept  pace  in  anywise 
with  the  growth  of  the  mail  service. 

The  Chairman.  What  are  the  various  sized  bags  that  are  now  in 
use,  the  minimum  and  the  maximum;  has  there  been  any  change? 

Mr.  Stone.  Yes;  there  has  been  an  additional  smaller  sized  bag 
made  since  last  year. 

The  Chairman.  That  is,  smaller  than  the  minimum  that  was  used 
last  year  ? 

Mr.  Stone.  Yes. 

The  Chairman.  Do  you  recall  what  the  minimum  now  is? 

Mr.  SiiALiiENBERGER.  It  is  a  sack  holding,  I  think,  about  20  or  26 
pounds  of  matter,  the  lowest  amount  that  publishers  are  expected  to 
put  in  a  direct  sack,  so  that  we  will  have  the  equipment  bear  as  light 
a  proportion  to  the  mail  as  possible. 

Mr.  Snapp.  Are  these  canvas  bags? 

Mr.  Shallenberger.  All  canvas,  excepting  the  bottoms  of  some  of 
the  pouches,  where  w^e  use  leather. 

The  Chairman.  Have  you  any  data  from  which  you  could  advise 
the  committee  as  to  the  total  number  of  bagj?  in  use  of  various  sizes? 

Mr.  Shallenberger.  Yes,  I  think  we  have  that  data. 

Mr.  Stone.  I  think  the  data  at  hand  will  only  show  the  estimated 
total  of  all  sizes.  The  estimated  total  number  of  pouches  and  sacks 
in  the  service  June  30,  1906,  was  1,957,602.  If  the  committee  will 
refer  to  page  110  of  the  report  of  the  Second  Assistant  ending  June 
30,  1906,  they  will  find  that  information  by  pouches  and  classes  of 
all  kinds  of  mail  bags  and  sacks. 

The  Chairman.  That  citation  will  be  sufficient.  Have  you  made 
contracts  for  the  construction  of  this  equipment  to  cover  practically 
the  entire  appropriation  for  the  current  fiscal  year? 

Mr.  Stone.  Tne  contracts  themselves  would  not  cover  this  entire 
appropriation,  because  this  appropriation  covers  also  the  other  items, 
as  you  will  notice. 

The  Chairman.  I  refer  to  this  item ;  whether  or  not  the  orders  for 
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this  equipment  will  exhaust  the  appropriation  of  $450,000  for  the 
current  fiscal  year. 

Mr.  Stone.  Practically ;  the  existing  contractB. 

The  Chairman.  When  will  those  additional  bags  contracted  for 
or  ordered  since  the  1st  of  last  July  be  delivered  ? 

Mr.  Stone.  Within  the  current  fiscal  year.  They  are  being  deliv- 
ered constantly. 

The  Chairman.  So  that  the  appropriation  under  this  particular 
item  of  $450,000  for  the  current  year  will  be  utilized  practically  for 
equipment  which  will  be  delivered  during  the  current  year? 

Mr.  Stone.  Entirely  so. 

The  Chairman.  And  any  appropriation  which  might  be  made  for 
the  fiscal  year  1908  would  apply  exclusively  to  equipment  to  be  con- 
structed or  manufactured  and  delivered  during  that  fiscal  year? 

Mr.  Stone.  Yes. 

Mr.  Stafford.  What  proportion  of  the  appropriation  was  utilized 
in  furnishing  sacks  before  tne  first  of  the  calendar  year? 

Mr.  Stone.  I  have  not  the  data  at  hand  to  answer  that  question, 
but  it  can  be  furnished. 

Mr.  Stafford.  For  what  length  of  time  does  this  contract  run? 

Mr.  Stone.  It  is  a  four-year  contract. 

Mr.  Stafford.  When  was  the  last  contract  made? 

Mr.  Stone.  You  understand  that  we  no  longer  make  those  con- 
tracts. That  is  a  matter  that  is  now  really  under  the  purchasing 
agent. 

Mr.  Stafford.  Do  you  know  whether  the  old  contract  is  at  present 
in  force  ? 

Mr.  Stone.  The  four-year  contract  is  now  in  force,  and  I  think  it 
has  about  two  years  to  run ;  that  is  my  impression.- 

Mr.  Stafford.  How  long  does  it  take  to  have  a  requisition  on  the 
contractor  filled? 

Mr.  Stone.  I  think  I  can  not  give  you  the  desired  answer  on  that. 
If  the  order  is  a  large  one  the  contractor  will  have  to  make  consid- 
erable preparation,  and  it  is  our  custom  at  the  beginning  of  the  fiscal 
year  to  give  an  order  of  such  size  as  will  enable  the  contractor  to 
manufacture  and  deliver  a  large  quantity  in  anticipation  of  the 
increased  demand  for  the  holiday  season,  so  that  there  is  a  greater 
number  furnished  during  the  first  half  of  the  fiscal  year  than  there 
is  in  the  last  half. 

Mr.  Stafford.  That  is  the  purpose  of  my  inquirv ;  what  proportion 
the  contractor  furnished  during  the  first  half  of  the  year  to  meet  the 
heavy  demand  of  the  Christmas  holidays. 

Mr.  Stone.  This  appropriation  is  regularly  apportioned  to  the 
postmasters,  limiting  a  certain  per  cent  of  it  for  each  quarter.  I 
do  not  have  in  mind  the  exact  per  cent  for  the  September  and  Decem- 
ber quarters,  respectively,  but  it  aggregates  something  more  than 
one-half  of  it,  the  smaller  apportionment  being  made  for  the  March 
and  June  quarters. 

Mr.  Stafford.  Did  I  understand  Mr.  Shallenberger  to  say  that 
during  the  last  Christmas  holidays  you  were  preseea  for  the  proper 
number  of  sacks  in  the  service? 

Mr.  Shalij^nberger.  Not  for  the  last  holidays.  The  last  holidays 
have  been  the  only  ones  for  six  or  eight  yearswherein  we  have  had 
sufficient  equipment  to  meet  the  neecfi  in*  New  York  City  and  other 
great  cities. 
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Mr.  Stafford.  What  method  is  followed  in  collecting  and  dis- 
tributing thase  sacks  so  as  to  have  them  available  at  the  various  post- 
offices  throughout  the  country  where  needed  ? 

Mr.  Stone.  We  have  depositories  at  certain  leading  cities  through- 
out the  country,  as,  for  instance,  at  New  York,  Cincinnati,  St.  Louis, 
Chicago,  St.  Paul,  and  San  Francisco.  The  trend  of  mail  matter  is 
Westward ;  consequently  empty  sacks  will  start  from  the  East,  notably 
New  York  City,  and  so  to  their  destination — that  is,  the  full  sacks. 
The  country  is  divided  into  certain  zones  or  territories,  and  the  post- 
masters within  each  territory  are  instructed  to  turn  over  empty  equip- 
ment to  a  certain  depository.  When  these  bags  accumulate  into  car- 
load lots  they  are  sent  by  fast  freight  to  whatever  point  they  may  be 
most  needed, 'particularly  New  \ork  City.  If  a  request  comes  in 
from  a  given  point,  say  Columbus,  Ohio,  for  more  bags  or  sacks  than 
they  have  on  hand,  we  can  order  that  filled  from  the  nearest  deposi- 
tory, say  Cincinnati. 

Mr.  Stafford.  Has  there  been  any  regulation  made  by  reason  of  the 
new  provision  of  law  last  year  requiring  the  Department  to  send  these 
empty  mail  bags  wherever  practicable,  in  f reightable  lots,  from  other 
post-offices  than  the  post-offices  of  depository  if 

Mr.  Stone.  That  statute  provided  for  withdrawing  the  bags  from 
the  mails  immediately  prior  to  the  reweighing,  and  there  has  not  yet 
been  a  weighing  since  the  statute  was  passed.  However,  the  statute 
did  not,  for  the  first  time,  cause  mail  oags  and  sacks  to  be  sent  by 
freight,  because  we  had  been  sending  bags  by  freight  for  a  number 
of  years. 

Mr.  Stafford.  Only  in  carload  lots? 

Mr.  Stone.  In  carload  lots. 

Mr.  Stafford.  From  these  depositories  and  from  no  other? 

Mr.  Stone.  No  other.  And  last  year  the  freight  on  those  carload 
lots  aggregated  $37,125. 

Mr.  Staitord.  Has  the  Department  made  anv  regulation  to  carry 
these  empty  mail  bags,  whenever  in  freightable  lots  and  whenever 
practicable,  to  provide  for  the  third  section  in  which  the  weighing  is 
about  to  proceed  in  the  forthcoming  months? 

Mr.  Stone.  There  has  been  no  regulation  adopted  at  present  The 
whole  question  of  freight  rates  is  now  under  consideration  by  a  com- 
mittee appointed  bj'  the  Postmaster-General. 

Mr.  Stafford.  Arising  out  of  this  provision  of  law  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Stafford.  As  to  the  amount  that  should  be  sent  by  freight,  and 
the  method  of  sending  by  freight? 

Mr.  Stone.  Yes. 

Mr.  Shallenberger.  Including  supplies  as  well  as  equipment. 

Mr.  Stafford.  Can  you  say  when  that  committee  appointed  will  be 
likely  to  report  ? 

Mr.  Crew.  It  is  to  meet  to-day.  I  begged  off  in  order  to  come 
here. 

Mr.  Stafford.  Will  this  be  the  first  meeting? 

Mr.  Crew.  It  will  be  the  second  meeting.  It  was  appointed  about 
ten  days  ago. 

Mr.  Stafford.  Can  you  state  when  the  committee  will  likely  make 
a  report? 

p  o  A  B — 07 14 


210  POST-OFFICE   APPROPRIATION    BILL. 

Mr.  Crew.   They  will  do  it  soon,  I  think. 

Mr.  Stafford.  In  view  of  this  regulation  and  so  as  to  have  it  in 
effect  before  the  next  weighing  takes  place  ? 

Mr.  Shallenberger.  Yes,  sir. 

The  Chairman.  Whsit  is  the  practice  or  reflation  of  the  Depart- 
ment which  would  seek  to  avoid  the  accumulation  of  empty  sacks  that 
might  be  withheld  from  use  in  the  service? 

Mr.  Shallenberger.  Frequent  notices  are  sent  to  postmasters 
throughout  the  country  giving  instructions  to  carefully  look  over 
their  office  and  see  if  any  empties  are  retained  for  any  purpose  what- 
ever, or  have  been  overlooked;  and  the  general  instructions  are  to 
forward  them  to  the  designated  depositories. 

Mr.  Stone.  That  is  merely  supplemental.  The  postal  laws  and 
regulations  make  it  obligatory  upon  the  postmasters  to  dispose  of 
their  empty  ecjuipment  immediately.  Of  course,  post-office  inspectors, 
in  making  their  regular  trips,  look  after  that. 

The  Chairman.  Is  there  any  information  as  to  persons  who  usually 
have  need  for  large  numbers  of  bags,  like  publishers,  or  even  private 
individuals  receiving  and  dispatching  large  mails,  other  persons  than 
postmastei's  who  may  have  an  accumulation  of  empty  bags? 

Mr.  Shallenberger.  There  is  no  such  information  at  hand,  because 
we  hold  the  postmasters  directly  responsible  for  the  entire  stock. 

The  Chairman.  \^Tiat  is  to  prevent  an  individual  whose  mail  has 
been  sufficiently  heavy  to  require  full  bags  to  be  sent  to  him  from  hold- 
ing those  empty  bags? 

Mr.  Stone.  The  local  postmaster  is  expected  and  directed  to  keep 
a  record  of  every  pouch  or  bag  that  goes  fiom  his  office  to  an  indi- 
vidual, and  to  keep  a  record  oi  its  return. 

The  Chairman.  I  understand  the  law,  and  I  understand  the  regu- 
lations, but  I  am  seeking  to  ascertain  how  the  department  keeps  a 
check  on  that  to  know  that  the  empties  are  sent  to  depositories  and 
are  not  held  either  by  individuals,  publishing  houses,  or  even  post- 
masters. 

Mr.  Shallenberger.  First,  by  the  reports  which  we  receive;  sec- 
ond, by  the  traveling  inspectors  whom  we  send  out  to  take  note  of 
all  irregularities  and  report  upon  any  suspected  case. 

Mr.  Snapp.  Are  there  traveling  inspectors  attached  to  the  office  of 
the  Second  Assistant  Postmaster-General  who  attend  to  this  part  of 
the  business  entirely  ? 

Mr.  Shallenberger.  No;  not  strictly  inspectors. 

Mr.  Snapp.  Are  there  regular  post-office  inspectors  that  you  refer 
the  cases  to  ? 

Mr.  Shallenberger.  No.  Those  that  I  have  now  reference  to  are 
regular  inspectors  imder  the  jurisdiction  of  the  Postmaster-General, 
who  take  note  of  all  irregularities  of  every  character.  Then  we  have 
our  traveling  assistant  superintendents  who  are  directed,  when  report- 
ing upon  the  wagon  service  or  the  electric-car  service,  to  confer  with 
the  postmaster  and  report  to  us  any  improper  detetitions  of  equip- 
ment, and  improper  use  of  equipment,  in  connection  with  sugges- 
tions as  to  the  general  character  of  the  service. 

Mr.  Snapp.  How  many  such  traveling  superintendents  are  there? 

Mr.  Shallenberger.  Nineteen,  I  believe,  regularly  on  our  rolls. 

Mr.  Stone.  There  are  24  altogether. 
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Mr.  SiiALL£NB£RG£R.  Yes ;  5  attached  to  my  office  and  19  in  the 
field  attached  to  various  divisions  temporarily. 

Mr.  Hedge.  Here  is  a  case  that  I  would  like  to  suggest.  Suppose 
a  Congressman  from  Tennessee  receives  a  lot  of  public  documents 
in  bags,  what  check  is  on  him  or  on  the  postmaster  or  anybody  else 
to  see  whether  they  are  returned  or  not? 

Mr.  Stone.  It  is  the  duty  of  the  postmaster  to  see  that  those  bags 
are  emptied  and  returned.  It  is  ]ust  like  any  regulation.  It  is 
presumed  that  the  postmaster  who  had  that  to  do  will  comply  with 
the  postal  laws  and  regulations  and  enforce  them. 

Mr.  Hedge.  Suppose  the  postmaster  does  not  do  that;  how  does 
the  inspector  find  it  out? 

Mr.  Stone.  The  postmaster  is  directed  to  keep  account. 

Mr.  Hedge.  Is  the  postmaster  charged  with  those  bags  when  they 
come  to  his  office  ? 

Mr.  Stone.  No;  there  would  be  no  way  of  doing  that.  The 
postmaster  receiving  a  bag  from  a  postal  car  on  a  train,  or  from  a 
star  route,  could  not  keep  an  exact  account  of  every  one  that  comes 
in  and  goes  out.     That  would  be  impossible. 

Mr.  Hedge.  Well,  is  it  his  dutv  under  the  regulations  to  keep 
account  of  every  bag  he  sends  out  ? 

Mr.  Stone.  To  private  individuals  or  to  corporations,  yes;  to 
anyone  outside  of  the  postal  service. 

Mr.  Stafford.  No  receipt  is  taken  by  the  postmaster  from  am 
person  when  the  bag  is  delivered — that  is,  for  the  bag  itself  or  for  the 
return  of  the  bng? 

Mr.  Stone.  I  think  it  is  usual  for  the  postmaster  to  do  that  as 
to  individuals.  They  may  do  it  as  to  newspaper  companies,  but  I 
do  not  know. 

Mr.  Stafford.  Is  there  any  regular  provision  for  such  a  check  on 
the  books  for  bags  that  are  sent  out  to  outsiders  by  the  postmaster? 

Mr.  Stone.  My  recollection  is  that  the  regulations  require  them  to 
keep  a  record  of  all  delivered  and  all  received ;  but  I  don't  recollect 
the  regulation  that  requires 'them  to  take  receipts. 

Mr.  Stafford.  Delivered  and  received  by  him  in  the  post-office,  or 
for  a  third  party? 

Mr. 'Stone.  Delivered  to  parties  outside  of  the  postal  service. 

Mr.  Stafford.  Is  there  anything  impracticable  m  requiring  a  sys- 
tem of  checking  on  the  par£  of  the  postmaster  for  all  bags  sent  out 
to  third  parties? 

Mr.  Shallenberoer.  I  may  say  in  reply  to  that  that  there  is  a 
system,  a  very  complete  system,  of  checking  all  sacks  delivered  to 
publishers  from  post-offices.  A  book  of  record  is  kept  by  the  post- 
master or  superintendent  of  mails  of  all  sacks  furnished,  and  the 
returned  sacks  filled  are  checked,  so  that  the  equipment  division,  by 
correspondence  with  postmasters  of  various  cities,  is  advised  as  to 
the  number  they  have  supplied,  and  that  should  be  in  the  hands  at 
any  time  of  the  publishers. 

Mr.  Stafford.  To  whom  does  the  postmaster  make  reports? 

Mr.  Shallenberoer.  That  report  comes  to  the  Second  Assistant's 
office,  division  of  equipment. 

Mr.  Stafford.  How  often  is  that  report  made  by  the  local  post- 
master, as  to  the  bags  on  hand  ? 

Mr.  Shallenberoer.  That  I  am  not  prepared  to  say.  I  only  know 
that  such  reports  are  made. 
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Mr.  Stafford.  Is  it  more  than  once  a  year  ? 

Mr.  Shallenberoer.  Oh,  yes. 

Answering  your  question,  as  to  whether  there  is  any  check  on 
postmasters  throughout  the  countnr  where  sacks  of  public  documents 
are  received,  I  will  say  that,  as  I  am  advised^  postmasters  do  take 
note  of  the  number  of  sacks  that  go  out  of  their  offices  to  any  mem- 
ber of  Congress,  or  any  one  else,  and  keep  tab  on,  to  see  that  those 
sacks  are  returned;  and  the  inspector,  when  going  over  the  books 
and  papers  of  an  office,  may  have  that  memorandum  before  him,  as 
he  has  other  memoranda  and  records.    That  is  my  impression. 

RENT  OF  BUILDINGS  FOR  MAIL-BAG   REPAIR  SHOPS,  ETC. 

The  CHAiR:\rAN.  Mr.  Shallenberger,  I  observe  that  you  make  no 
recommendation  with  respect  to  the  appropriation  for  rent  of  build- 
ings for  mail-bag  repair  shops  and  lock  repair  shops,  and  so  forth. 

Mr.  Shallenberger.  I  do  not ;  that  matter  having  been  taken  up 
by  the  Postmaster-General  through  the  Chief  Clerk  of  the  Depart- 
ment. 

The  Chairman.  It  is  not  abandoned,  you  do  not  understand  ? 

Mr.  Siialij:nberger.  Oh,  no.  " 

The  Chairman.  What  was  the  purpose  of  your  withholding  your 
recommendation  ? 

Mr.  Shallenberger.  With  the  understanding  that  a  building 
would  be  selected  which  might  be  leased  for  all  the  various  offices  ot 
the  Department,  the  supply  division,  the  mail-bag  repair  shops,  the 
mail-lock  repair  shops,  and  so  forth. 

The  Chairman.  For  supplies? 

Mr.  Shallenberger.  Yes,  sir. 

The  Chairman.  I  may  say  that  I  have  a  letter  from  the  Postmas- 
ter-General covering  this  point  in  detail,  and  that  I  will,  before  the 
close  of  the  hearings,  submit  it.  I  rather  think  it  ought  to  be  taken 
up  under  the  Fourth  Assistant,  because  it  includes  the  warerooms  for 


mail  locks  and  keys,  chains,  and  repairs  to  same,  etc. 

The  Chairman.  I  had  overlooked  the  item  of  mail  locks  and  keys, 
chains,  tools,  and  machinery  and  so  forth,  $45,000.  You  ask  for  the 
same  appropriation  ? 

Mr.  SHAIJ.ENBERGER.  The  same  appropriation. 

The  Chairman.  That  has  been  the  item  of  appropriation  in  the 
same  amount  for  a  number  of  years? 

Mr.  Stone.  Four  or  five  years  past. 

The  Chairman.  Do  vou  consume  practically  the  entire  sum  ? 

Mr.  Stone.  Practically  all  of  it. 

Mr.  Snapp.  AVhy  does  it  not  increase  with  all  other  items? 

Mr.  SiiAiXENBEROER.  I  cau  only  give  as  an  explanation  the  very 
particuhir  economy  with  which  the  Service  has  been  administered. 

Mr.  Snapp.  That  is  the  strangest  thing  I  have  heard  of. 

Mr  Shallenberger.  We  have  repaired  old  locks  and  manufactured 
new  locks  at  less  cost,  and  I  would  be  glad  if  eVery  member  of  this 
committee  could  drop  in  on  our  mail  lock  repair  shop  and  see  the 
machinery  we  use,  the  discipline  and  skill  evidenced  at  every  point, 
and  the  economic  methods  that  have  been  introduced. 
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Mr.  Snapp.  May  I  ask  who  has  direct  charge  of  it? 

Mr.  SiiALLENBEROER.  Superintendent  Andriis  is  the  superintendent 
in  charge  of  the  shop. 

Mr.  Stafford.  How  many  men  are  employed  in  this  shop  of  vari- 
ous characters? 

Mr.  Stoxe.  I  haven't  the  record  with  me,  h\i\.  I  can  ffive  you  the 
amount  expended  for  labor.  The  information  you  ask  for  could  be 
very  easily  furnished. 

Mr.  Snapp.  Would  not  the  number  vary  from  time  to  time  ? 

Mr.  Shallenberger.  Tt  slightly  varies. 

The  Chairman.  Will  you  state  the  amount  charged  for  labor  out 
of  this  fund? 

Mr.  Stone.  Thirty-three  thousand  five  hundred  and  forty-six  dol- 
lars last  year. 

The  Chairman.  What  is  charged  for- labor  out  of  the  other  item 
thaf  I  have  referred  to  which  is  not  included  in  vour  present  recom- 
mendation—the $14,000  item? 

Mr.  Stone.  The  $14,000  is  entirely  for  rent — well,  there  is  a  char- 
woman or  two. 

The  Chairman.  I  noticed  the  watchman  and  charwoman.  What 
amount  should  be  applied  for  that  purpose? 

Mr.  Stone.  The  wages  paid  charwomen  were  $239  last  year.  I 
think  that  is  all. 

The  Chairman.  And  what  for  watchmen? 

Mr.  Stone.  There  was  no  expenditure  for  that  last  year.  On  page 
109  of  the  Second  Assistant's  report  you  will  find  all  the  items  for 
that  appropriation,  and  for  the  mail  locks  and  keys  appropriation. 

RAILWAY-MAIL   PAY. 

The  Chairman.  I  would  suggest  that  the  items  affecting  the  rail- 
way-mail pay,  which  next  follows,  stand  over,  in  view  of  what  took 
place  here  yesterday,  with  the  understanding  that  it  may  be  taken  up 
after  members  have  had  opportunity  to  read  the  statements  that  have 
been  made  and  after  the  report  of  the  Postal  Commission,  providing 
that  is  not  too  long  delayed. 

And  the  same  with  respect  to  that  requirement  about  which  there 
was  some  discussion  yesterday  with  respect  to  the  fines  of  railroads 
in  maintaining  the  schjpdule.  That  was  gone  over  in  the  discussion 
yesterday  somewhat. 

RECORD   OF   SECOND-CLASS    MATIER. 

The  Chairman.  The  next  item  is  the  requirement  for  keeping  a 
record  of  second-class  matter.  .  Mr.  Shallenberger,  can  you  inform 
the  committee  when  that  report  will  probably  be  made  from  the  De- 
partment of  the  six  months'  weighing  that  terminated  last  December? 

Mr.  Shallenberger.  We  expect  to  have  it  as  near  the  1st  of  Feb- 
ruary as  possible,  or  within  a  lew  days  afterwards. 

The  Chairman.  It  is  in  process  oi  preparation? 

Mr.  Shallenberger.  Yes,  sir. 

Mr.  Snapp.  Has  there  been  a  partial  report  made? 

Mr.  Shallenberger.  A  partial  report  was  made  to  the  Postal 
Commission  in  executive  session. 

Mr.  Snapp.  Covering  what  period  ? 

Mr.  Shallenberger.  The  first  three  months. 
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The  Chairman.  I  will  state  in  this  connection,  in  order  that  it 
may  be  entirely  understood,  that  the  only  purpose  which  the  Postal 
Commission  had  in  receiving  that  information  in  executive  session 
was  this :  If  a  partial  report  for  one  quarter  or  one-half  of  the  entire 
weighing  period  should  be  made,  and  then  later  the  regular  report 
for  the  nill  period  would  be  made,  there  would  possibly  arise  a  con- 
fusion in  the  minds  of  people  as  to  which  was  the  real  report.  And 
all  that  the  Postal  Commission  was  desirous  of  receiving  at  that  time 
was  the  relative  proportions  of  the  various  characters  ot  second-class 
mail  enumerated  in  this  provision. 

Mr.  SiiALLENBERGER.  I  may  say  that  the  full  six  months  will 
necessarily  change  to  some  extent  those  proportions. 

The  Chairman.  Exactly  so;  and  the  possibility  that  the  relative 
proportions  of  these  various  characters  of  second-class  matter  mi^ht 
be  dianged  by  the  full  report  led  us  to  believe  that  it  would  not  be  feir 
to  publish  and  put  out  something  that  might  give  occasion  to  con- 
fusion as  to  the  real  result  of  the  weighing. 

Mr.  Snapp.  Would  it  not  be  well,  Mr.  Chairman,  to  have  the  partial 
report  before  us  when  we  consider  these  items  that  have  been  passed 
temporarily  ? 

The  Chairman.  It  was  my  hope,  Mr.  Snapp,  that  before  the  sub- 
committee had  concluded  its  work,  to  be  able  to  make  a  full  report  to 
the  House  of  the  result  of  the  Postal  Commission ;  and  certainly  that 
Commission's  report  will  be  made  before  the  full  Post-Office  Com- 
mittee has  taken  up  this  bill,  because  I  think  it  is  due  to  the  Post- 
Office  Committee  that  before  it  completes  the  determination  upon  the 
post-office  appropriation  bill  it  should  have  before  it  the  report  of  the 
Postal  Commission. 

RECORD   OF    MAIL   ENTERED   AT   WASHINGTON. 

The  Chairman.  This  item  will  be  temporarily  passed  with  the  un- 
derstanding that  before  the  close  of  the  hearing  it  will  be  referred  to, 
the  same  as  the  other  items  with  reference  to  railway-mail  pay. 

RAILWAY   POST-OFFICE   CAR   SERVICE. 

The  Chairman.  Mr.  Shallenberger,  you  may  explain  your  recom- 
mendations relative  to  the  railway  post-office  car  service. 

Mr.  Stone.  The  estimate  is  $6,013,000,  an  increase  of  $198,000,  or 
3.37  per  cent  of  the  appropriation  for  the  current  year.  This  increase 
is  a  little  less  than  the  increased  expenditure  for  the  three  preceding 
years,  that  for  the  current  year  being  estimated. 

The  Chairman.  That  estimate  I  presume  is  based  upon  the  rates 
authorized  by  existing  law  ? 

Mr.  Stone.  It  is. 

The  Chairman.  And  the  increase  is  intended  for  additional  car 
service. 

Mr.  Stone.  It  is. 

Mr.  Stafford.  I  would  like  to  have  that  item  passed  over  also,  if 
there  is  no  objection. 

The  Chairman.  I  have  no  objections  to  that. 

Mr.  Stafford.  I  think  that  is  i>art  and  parcel  of  the  railway  mail 
pay. 

The  Chairman.  Yes;  we  may  pass  that  over  temporarily. 
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EMPLOYEES   OF   RAILWAY   MAIL  SERVICE. 

The  Chairman.  If  members  will  refer  to  page  30  of  the  skeleton 
bill,  they  will  find  a  table  with  respect  to  this  service  which  is  a  little 
more  easily  followed  than  the  bill,  on  page  28,  and  which  shows  the 
various  classes  of  postal  clerks  and  those  in  the  service  July  1,  under 
the  authority  of  the  current  law,  as  well^as  the  number  of  men  and 
the  proposed  promotions  and  additional  clerks  which  will  be  possible 
under  tne  recommendation  which  the  Second  Assistant  has  made.  • 

The  total  estimate  for  the  railway  mail  clerk  service  is  $15,987,360, 
an  increase  of  $987,360,  or  6.58  per  cent. 

I  may  say  in  this  connection  that  the  per  cent  of  increase  of  the 
current  law  over  the  preceding  year  was  8.7  per  cent.  My  under- 
standing is  that  the  scale  of  new  clerk  appointments  and  promotions 
possible  under  this  recommendation  would  result  in  authority  for 
appointment  of  943  additional  clerks,  and  the  promotion  of  2,247. 
Am  I  correct  in  that  statement? 

Mr.  Shallenbbrger.  I  will  ask  Mr.  Grant,  the  acting  general 
superintendent,  to  take  up  the  items  for  this  service. 

Mr.  Grant.  Yes,  sir;  that  is  right. 

The  Chairman.  Are  the  promotions  which  would  be  noted  in  the 
column  of  this  article  headed  "  Promotions  "  above  the  $1,200  a  year  , 
compensation,  intended  for  promotions  in  addition  to  the  number  in- 
dicated in  the  column  headed  "Additional  clerks; "  or  do  those  fig- 
ures opposite  the  various  classes  in  the  column  headed  "  Promotions  " 
include  all  new  clerks  which  might  be  needed  for  the  establishment 
of  new  R.  P.  O.  service? 

Mr.  Grant.  They  include  everything. 

The  Chairman.  The  clerks  which  might  be  needed  for  entirely 
new  R.  P.  O.  service  would  be  taken  entirely  from  the  lower  grades, 
would  they  not,  and  promoted  into  the  higher  grades,  in  accordance 
with  the  organization  of  the  crews  ? 

Mr.  Grant.  Yes,  sir. 

The  Chairman.  For  example,  opposite  class  5B,  the  $1,300  grade 
of  comi)ensation,  there  appears  to  Be,  under  the  estimate  for  11)08,  in 
promotions  81,  and  additional  clerks  20.  Does  that  mean  that  there 
would  be  81  clerks  advanced  from  class  4A  in  addition  to  the  20  ad- 
ditional clerks  needed  in  the  cohmm  headed  ''Additional  clerks?" 

Mr.  Grant.  No,  sir;  it  means  that  in  consequence  of  i)utting  in  20 
more  men  at  class  5B  there  will  result  81  promotions  in  that  and  the 
lower  grades. 

The  Chairman.  That,  of  course,  depends  somewhat  upon  the 
authorization  for  the  promotions  above  class  5B.  If  there  were  no 
promotions  above  class  5B,  it  would  not  be  possible,  would  it,  to  aifect 
as  many  promotions  as  81  in  class  4B  i 

Mr.  Grant.  That  is  right,  sir.  p 

Mr.  Stafford.  Do  you  mean  above  on  the  scale  or  above  in  salary? 

The  Chairman.  Above  in  salaiy. 

Mr.  Stafford.  Will  Mr.  Grant  explain  if  there  would  be  no  pro- 
motions at  all  above  class  5B  in  salary  why  there  could  not  be  more 
than  81  in  that  grade? 

Mr.  Grant.  If  there  were  no  promotions  above  class  5B  there 
could  not  be  but  20  above  that — in  that  or  in  the  class  above. 
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Mr.  Stafford.  Oh,  yes;  I  can  see  that  by  the  scale,  because  you  pro- 
vide for  Gl  promotions  in  class  5 A,  which  would  provide  the  neces- 
sary vacancies. 

Mr.  Grant.  Yas. 

AUTHORIZATION   OF   R.   P.    O.    SERVICE. 

Mr.  Snapp.  Has  there  been  any  R.  P.  O.  service  authorized  since 
July  1,1906? 

Mr.  Grant.  Yes,  sir. 

Mr.  Snapp.  How  much  and  where? 

Mr.  Grant.  Well,  in  different  sections  of  the  country,  aggregating 
$32,408  out  of  this  year's  appropriation. 

Mr.  Snapp.  Is  that  the  amount  authorized  on  the  1st  of  January, 
1907? 

Mr.  (iRANT.  Yes,  sir. 

Mr.  Snapp.  From  what  appropriation  will  that  be  paid? 

Mr.  Grant.  Prom  the  appropriation  for  the  current  vear. 

Mr.  Snapp.  My  recollection  is  that  the  appropriation  for  this  serv- 
ice was  not  increased  for  the  current  j^ear  over  last  year. 

The  Chairman.  No;  the  R.  P.  O.  service  was  not  increased. 

Mr.  Snapp.  Without  an  increase  in  that  appropriation,  how  were 
you  enabled  to  increase  the  service? 

Mr.  Grant.  The  annual  rate  for  the  service  on  the  first  of  the  year 
was  not  equal  to  the  appropriation  made  for  this  year. 

Mr.  Shallknber(}er.  After  Congress  had  indicated  its  desire  not 
to  exceed  their  stated  appropriation  we  began  withholding  all  serv- 
ice except  that  most  urgently  demanded,  and  also  inquired  whether 
we  might  not  reduce  throughout  the  various  eleven  divisions  certain 
service  which  was  loss  needed  than  others. 

Mr.  Snapp.  Then  you  did  not  construe  the  fact  that  the  appropria- 
tion had  not  been  increased  into  a  decision  by  Congreas  not  to  in- 
crease the  service. 

Mr.  Shallenberger.  We  did  not.  We  believed  that  Congress 
wanted  as  large  service  as  possible  under  the  appropriation. 

The  Chairman.  Were  there  any  instances  during  tne  present  fiscal 
vear  where  the  Department  suspended  any  R.  P.  O.  service  which 
had  been  inaugurated  before? 

Mr.  Grant.  They  reduced  the  service  between  Saginaw  and  De- 
troit; the  service  was  reduced  between  Davenport  and  Kansas  City, 
but  I  am  not  positive  whether  it  was  within  this  year. 

The  Chairman.  Attention  last  year  was  called  to  a  long  service 
across  Texas,  where  but  two  clerks  were  the  occupants  of  a  full  car. 
Has  that  practically  continued  ? 

Mr.  Grant.  I  think  vou  mean  from  El  Paso  to  Los  Angeles,  do  you 
not? 

The  Chairman.  Yes;  I  do  mean  that. 

Mr.  Grant.  That  service  is  still  in  force. 

The  Chairman.  Did  you  not  understand  last  year  that  that  was 
one  of  the  reasons  for  not  advancing  this  amount ;  that  so  far  as  the 
committee  was  concerned  they  did  not  think  the  service  had  been 
properly  administered  in  some  of  these  cases,  and  that  it  was  not 
thought,  so  far  as  this  committee  was  concerned,  to  stop  a  proper 


POST-OFFICE   APPROPRIATION    BILL.  *  217 

service  or  inaugurate  a  new  proper  service  where  it  was  necessary, 
but  rather  that  the  Department  had  been  too  liberal  in  the  distribu- 
tion of  this  fund  in  places  throughout  the  country  where  apartment- 
car  service  was  equally  as  good  ? 

Mr.  Shallenbebger.  Answering  that  question,  before  Mr.  Grant 
takes  it  up,  I  will  say  that  that  was  mv  own  construction  of  the  intent 
of  Congress,  and  in  compliance  with  that  understanding  these  instruc- 
tions to  which  I  have  referred  were  sent  through  the  office  of  the 
general  superintendent  to  the  various  division  superintendents,  to 
make  careiul  inquiry  as  to  the  needs  for  existing  Railway  Post-Office 
service,  with  a  view  to  curtail  where  possible  and  to  increase  where 
actually  necessary  by  reason  of  the  special  growth  of  the  service. 
Now  the  g[rowth  of  the  service  in  the  State  of  Texas  has  been  quite 
large  within  a  year,  and  I  will  ask  Mr.  Grant  to  state  what  he  has  to 
say  with  reference  to  that  State. 

Mr.  Grant.  Well,  I  can  only  say,  Mr.  Chairman,  as  I  said  last  year, 
that  I  do  not  think  we  could  handle  the  mails  between  El  Paso  and 
Los  Angeles  in  a  30- foot  apartment.  The  service  that  converges  on 
El  Paso  is  apartment-car  service.  We  have  got  to  have  a  full 
R.  P.  O.  service  somewhere  on  that  route  in  order  to  complete  the  dis- 
tribution. Now  we  are  limiting  our  distribution  through  on  some 
of  the  Texas  routes,  and  on  the  Rock  Island  down  from. Kansas  City 
to  El  Paso,  but  that  mail  necessarily  masses  on  the  one  line  going 
from  El  Paso  to  Los  Angeles,  and  a  40- foot  car  is  necessary. 

The  Chairman.  Has  there  been  any  change  with  reference  to  the 
R.  P.  O.  service  between  Kansas  City  and  Denison,  Tex.,  to  which 
attention  was  called  last  year? 

Mr.  Grant.  No,  sir ;  except  to  enlarge  it. 

The  Chairman.  Then  your  department,  Mr.  Grant,  acted  upon 
the  theory  that  even  if  the  committee  called  your  attention  to  these 
cases,  that  you  would  follow  your  own  judgment  rather  than  the 
committee's  suggestion  ? 

Mr.  Grant.  I  didn't  understand,  sir,  that  the  committee  gave  any 
instructions  in  that  respect. 

The  Chairman.  I  did  not  say  instructions ;  I  said  suggestions. 

Mr.*  Grant.  Or  suggestions. 

The  Chairman.  The  committee  has  no  power  to  instruct.  Did 
vou  not  understand,  Mr.  Grant,  that  in  the  discussion  of  this  item 
last  year  the  committee,  so  far  as  the  members  of  the  committee  were 
concerned,  felt  that  if  a  less  liberal  distribution  of  this  R.  P.  O.  serv- 
ice were  made  in  sections  of  the  country,  like  the  line  from  El  Paso 
to  Tucson,  and  from  Kansas  City  to  Denison,  and  in  several  other 
instances  referred  to,  it  would  leave  the  service  with  an  ample  amount 
to  meet  the  demands  in  the  more  congested  settlements  ot  the  coun- 
try?    Was  not  that  the  plain  disposition  of  the  committee  last  year? 

Mr.  Grant.  There  was  some  talk  along  that  line,  of  course,  out  I 
hardly  gathered  from  it  the  same  inference  that  you  make  now.  Of 
course,  there  was  an  evident  desire  on  the  part  of  the  committee  to 
have  all  unnecessary  R.  P.  O.  car  service  cut  off  or  reduced.  In  the 
past  year  we  have  done  it. 

The  Chairman.  Yet  you  have  not  made  any  modifications  in  any 
one  of  these  instances  to  which  your  attention  was  directly  called  last 
year? 
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Mr.  Grant.  Because  we  felt  we  could  not  do  it  without  injury  to 
the  service. 

The  Chairman.  Have  you  ever  regarded,  Mr.  Grant,  in  the  admin- 
istration of  this  office,  that  it  made  any  difference  to  the  Department 
what  the  suggestions  of  Congress  might  be,  so  long  as  it  made  the 
appropriations,  and  a  lump  sum  appropriation  would  permit  the 
Department  to  put  all  of  it  where  thev  pleased?  Is  not  that  the  con- 
struction of  the  law  which  your  office  lias  put  upon  it? 

Mr.  Shali^nberoer.  I  should  perhaps  say 

Mr.  Snapp.  I  think  perhaps  Mr.  Grant  should  be  allowed  to  answer 
that  question. 

The  Chairman.  I  asked  Mr.  Grant. 

Mr.  SiiALT^NBERGER.  He  gcts  the  instructions  from  our  office,  how- 
ever. 

The  Chairman.  All  right.  If  you  want  to  draw  Mr.  Grant  out  of 
the  hole,  all  right. 

Mr.  Snapp.  I  think  Mr.  Grant  ought  to  be  allowed  to  answer  it. 

The  Chairman.  I  have  no  hesitation  in  saying  that  is  was  clear  to 
what  I  am  pleased  to  call  my  mind  that  the  committee  called  attention 
last  year  to  these  numerous  instances  where  it  was  felt  that  a  too 
liberal  allowance  had  been  made  by  the  Department,  and  where,  if 
a  better  administration  of  the  R.  P.  O.  service  w^ere  made  you  would 
still  have  ample  funds  to  meet  the  legitimate  demands  of  the  R.  P.  O. 
service  in  the  coiuitry. 

Now,  since  Mr.  Grant  states  that  there  has  not  been  any  modifica- 
tion of  the  administration  in  the  cases  cited,  but  that  there  has  been 
a  more  liberal  allowance  in  some  of  them,  either  the  committee  was 
at  fault  or  the  Department  has  absolutely  ignored  the  suggestions  of 
the  committee ;  and  that  prompts  my  question,  Whether  your  bureau 
feels  that  it  has  arbitraiy  power  to  distribute  this  fund  wherever  it 
pleases,  and  that  practically  it  is  none  of  the  business  of  Congress  as 
to  the  method  of  distribution? 

Mr.  Shali.enberger.  Of  course,  in  a  question  that  involves  mv  re- 
sponsibilitj'  I  would  like  to  say,  before  Mr.  Grant  proceeds  wnth  a 
technical  answer,  that  I  have  agreed  with  the  committee  to  this  ex- 
tent, that  no  additional  R.  P.  O.  service  has-been  appropriated  for, 
and  therefore  the  committee  expects  the  Post-Office  Department,  in 
the  exercise  of  its  wise  discretion  and  under  the  instructions  of  the 
committee 

The  Chair^fan.  I  hate  to  interrupt  you.  General,  but  I  carefully 
stated  that  the  committee  did  not  instruct,  but  merely  suggested.  It 
has  no  power  to  instruct. 

Mr.  SnALLENBERGER.  Very  well.  I  understand  that  the  committee 
does  not  desire  to  instruct  in  particular  cases  that  they  have  not 
before  it,  but  charges  the  Postmaster- General  in  his  discretion  to 
determine  whether  or  not  there  should  be  a  reduction  or  increase  of 
our  R.  P.  O.  service.  There  must  be  discretion  lodged  in  the  execu- 
tive officers  somewhere.  The  executive  officer  in  the  Department  has 
construed  this  to  mean  that  the  committee  did  not  want  or  desire 
to  increase  the  R.  P.  O.  service,  but  does  want  a  careful  investigation 
made  as  to  the  lines  to  which  it  has  made  reference,  with  the  intent 
to  reduce  R.  P.  O.  service  wherever  in  the  judgment  of  the  Depart- 
ment and  in  the  exercise  of  its  best  discretion  reduction  can  \ye  made 
without  impairing  the  service. 
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The  Chairman.  Necessarily  the  scale  of  employees  in  the  R.  P.  O. 
mail  service  is  determinable  in  part  from  the  number  of  additional 
cars  in  the  R.  P.  O.  service  which  may  be  authorized.  That  is  par- 
ticularly true  with  reference  to  the  grades  above  $1,200.  Is  not  that 
ti:ue? 

Mr.  Snapp.  I  was  just  about  to  inquire  into  that,  buf,  of  course,  it 
can  be  done  later  just  as  well  as  now. 

The  Chairman.  Suppose  Ave  include  this  item  in  those  which  have 
been  deferred,  and  thus  give  the  members  of  the  committee  a  little 
chance  to  brush  up  on  it.  Without  objection,  with  the  understanding 
that  this  item  is  to  be  returned  to,  we  will  pass  on  to  the  next  item. 

Mr.  Snapp.  I  suggest,  however,  that  the  stenographer  will  write 
up  separately  what  has  been  asked,  so  that  we  can  have  that  as  a 
guide. 

The  Chairman.  None  of  it  will  be  printed  until  this  whole  day's 
work  is  done. 

TEMPORARY   CLERK    HIRE. 

The  next  item  is  for  the  temporary  clerk  hire  in  classes  one  and 
two  for  emergency  service,  $50,000.  Have  you  found  that  item,  which 
has  been  operative  now  for  two  years,  to  be  a  pretty  feasible  method 
of  meeting  the  situation  ? 

Mr.  Grant.  It  is,  indeed.  It  tides  us  over  the  holiday  season  very 
nicely,  and  also  enables  us  to  strengthen  our  lines  along  the  eastern 
coast  and  in  Florida,  and  during  the  summer-resort  season,  when 
there  is  congestion  on  the  lines  all  along  down  the  New  England 
coast  and  New  elersey  coast. 

substitute  clerks. 

The  Chairman.  The  item  for  substitute  clerks  for  clerks  on  vaca- 
tion, $50,000,  is  the  same  amount  that  has  been  utilized  for  several 
years  last  past  ? 

Mr.  Grant.  Yes;  that  is  just  about  what  we  use. 

clerks  injured  while  on  duty. 

The  Chairman.  With  reference  to  the  item  of  $100,000,  to  cover 
the  pay  of  active  clerks  in  place  of  clerks  injured  while  on  duty,  and 
to  pay  the  sum  of  $1,000  in  case  of  death  of  active  railway-mail 
clerks,  what  have  vou  to  say  with  respect  to  the  number  of  accidents 
»nd  deaths  which  became  drafts  upon  this  appropriation  of  last  year 
or  thus  far  during  the  current  year  ? 

Mr.  Grant.  Up  to  November  30,  which  is  the  last  date  we  could 
get  data  for,  we  had  used  of  that  appropriation  $31,551.82,  leaving 
a  balance  of  $68,448.18. 

The  Chairman.  How  many  injuries  have  been  incurred,  and  how 
many  deaths? 

Mr.  Grant.  I  can  give  it ;  but  I  haven't  it  now.  We  do  not  com- 
pile it  until  the  close  of  the  year. 

The  Chairman.  What  was  the  number  of  deaths  sustained  and  the 
total  number  of  injuries? 

Mr.  Grant.  There  were  328  casualties  last  year,  and  16  clerks  and 
1  mail  weigher  were  killed,  71  clerks  seriously  injured,  and  414 
slightly  injured. 

The  Chairman.  How  does  that  compare  with  the  deaths  and  acci- 
dents of  the  preceding  year? 
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Mr.  Grant.  Last  year  there  were  328  casualties,  as  aminst  357  for 
the  year  before,  and  378  for  the  year  before  that,  and  372  for  the 
preceding  year.  I  will  read  back  from  this  last  year  for  the  number 
of  killed :  16  last  year,  then  12,  18,  and  9 ;  the  number  of  seriously 
injured,  77,  25,  90,  and  78;  slightly  injured,  414,  386,  348,  and  398. 
Does  that  make  it  clear? 

The  Chairman.  That  is  exactly  the  information  I  desire,  Mr. 
Grant. 

Mr.  Stafford.  Under  the  rules  of  the  Department  how  long  is  a 
railway-mail  clerk  granted  leave  of  absence  when  he  is  seriously 
injured  ? 

Mr.  Grant.  Under  this  provision,  not  exceeding  one  year;  during 
the  period  of  disability,  not  exceeding  one  year. 

Mr.  Stafford.  The  number  of  casualties,  according  to  the  figures 
you  have  just  given,  is  less  than  the  number  in  the  prior  year  imme- 
diately preceding  that  of  1906? 

Mr.  Grant.  Yes,  sir;  the  three  preceding  years. 

EXPENSES   division    SUPERINTENDENTS,  ETC. 

The  Chairman.  In  the  next  item,  for  the  actual  and  necessary 
expenses  of  the  general  superintendent  and  certain  other  officials. 
$20,000  has  been  appropriated  for  the  current  fiscal  year.  You  recom- 
mend the  same  amount? 

Mr.  Grant.    Yes,  sir. 

The  Chairman.  There  were  certain  of  these  officials  heretofore  car- 
ried in  the  postal  service  bill  which  have  now  been  transferred  to  the 
legislative  bill.  I  want  to  ask  you  if  you  made  any  deduction  in  your 
estimate  for  this  expense  for  such  officers  as  are  enumerated  in  this 
item  who  are  now  cared  for  in  the  legislative  appropriation  bill  ? 

Mr.  Grant.  We  have  made  no  reduction  in  the  estimate.  We 
answered  a  letter  some  time  ago  as  to  what  portions  of  that  appro- 
priation would  be  applicable  to  that  purpose. 

The  Chairman.  I  directed  the  clerk  oi  the  committee  to  address  a 
letter,  the  answer  to  which  I  have  here,  and  at  this  point  I  will 
insert  it  in  the  record  and  read  it  for  the  information  of  the 
committee : 

Post-Office   Department, 
Second  Assistant  Postmaster-General. 

Washington,  December  13,  1906. 
Mr.  E.  L.  Williams, 

Clerk.  Committee  on  the  Post-Oifice  and  Post-Roads, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Sir  :  Pursuant  to  your  verbal  request  1  hand  you  herewith  a  statement 
showing  the  traveling  expenses  incurred  by  the  general  superintendent,  assist- 
ant general  superintendent  chief  clerk,  and  assistant  chief  clerk.  Railway 
Mall  Service,  while  traveling  on  business  of  the  Post-Office  Department  for  the 
past  six  years. 

1001 $201. 08 

1902 172,  30 

1903 109. 45 

1904 , 155.  50 

1905 212.  55 

1906 159. 95 

Total 1. 010.  83 

Average  yearly  expenditure,  $168.47. 

If,  in  consequence  of  the  proposed  transfer  of  the  office  force  of  the  general 
superintendent  to  the  executive,  legislative,  and  judicial  bill.  It  will  be  neces- 
sary to  segregate  the  item  of  traveling  expenses,  I  would  suggest  that  of  the 
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$20,000  asked  for,  the  sum  of  $500  be  allotted  to  the  force  In  the  office  of  the 
general  superintendent,  and  that  the  item  for  traveling  expenses  in  the  post- 
office  appropriation  bill  be  reduced  from  $20,000  to  $10,500. 
Very  respectfully. 

W.  S.  Shaixenberoeb, 
Second  Assistant  Postmaster-Oeneral. 

In  this  connection,  lest  it  escape  me,  I  would  like  to  inq^uire  if  what 
is  estimated  in  the  postal-service  bill,  on  page  28,  for  railway  postal 
service  in  the  Railway  Mail  Service,  you  deduct  the  amount  carried 
by  these  several  officials  Avho  are  now  transferred  to  the  legislative 
bill? 

Mr.  Grant.  That  is,  that  $500? 

The  Chairman.  I  mean  the  official  salaries  themselves. 

Mr.  Grant.  Oh,  no. 

The  Chairman.  In  the  official  table  which  you  furnished  to  the 
committee,  on  page  30  of  the  bill,  are  not  those  officials  included  ? 

Mr.  Grant.  They  are  included  in  the  figures  printed  in  the  skeleton 
bill. 

The  Chahiman.  That  table  was  furnished  from  your  office  and 
printed  in  the  bill  just  as  it  came  down. 

Mr.  Grant.  I  think  the  list  of  officers  and  employees  in  our  office 
was  made  separately,  and  the  statement  was  maae  that  if  they  were 
to  be  included  in  the  legislative  bill  they  were  to  be  deducted. 

Mr.  Stafford.  Then  you  recommend,  so  far  as  the  phraseolpgj'^  of 
this  item  is  concerned,  on  the  bottom  of  pa^e  31,  that  we  omit  the 
designations  of  officials  carried  in  the  legislative  bill? 

Mr.  Grant.  If  that  is  the  pleasure  of  the  committee, 

Mr.  Shallenberger.  They  have  been  actually  carried  into  the 
legislative  bill,  have  they  not? 

Mr.  Grant.  The  salaries  have  been,  but  I  do  not  think  the  item 
of  traveling  expenses  has  been. 

Mr.  Stafford.  I  mean  the  actual  traveling  expenses  of  these  of- 
ficials now  provided  for  in  the  legislative  bill. 

Mr.  Grant.  I  do  not  think  they  are.  My  understanding  was  that 
the  provision  in  the  legislative  bill  is  for  the  salaries  of  these  men, 
and  not  for  their  travefing  expenses. 

Mr.  Stafford.  If  you  think  they  should  be  carried  in  the  legislative 
bill  and  not  in  the  postal  supply  bill,  why  should  not  their  expenses 
also  be  stricken  out  of  this  bul? 

Mr.  Shallenberger.  That  question,  if  you  will  permit  me  to  say, 
came  up  when  I  was  before  the  legislative  committee,  and  the 
amount  being  so  small,  supposed  to  be  two  or  three  hundred  dollars, 
it  was  not  deemed  wise  to  make  any  special  provision  for  it  in  the 
legislative  bill. 

Mr.  Stafford.  Do  you  recommend  that  we  continue  the  allowance 
for  them  in  this  bill  ? 

Mr.  Shallenberger.  I  recommend  that  that  small  item  be  continued 
here,  inasmuch  as  they  will  be  on  such  duty  in  the  field  and  properly 
might  be  included  with  the  list  of  other  ofiicers. 

Mr.  Stafford.  Is  not  that  the  argument  advanced  by  some  mem- 
bers of  this  committee  why  those  officers  in  the  field  should  be  con- 
tinued in  the  postal-supply  bill  rather  than  carried  in  the  legislative 
bill,  as  you  recommend  ? 
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Mr.  Sn ALLEN  BERGER.  That  is  the  recommendation  that  we  made. 
This  was  a  very  small  item,  and  when  the  question  of  segregating  the 
two  came  up,  and  including  in  the  legislative  bill  this  fraction  of 
$20,000,  or  such  proportion  of  that  amount 

Mr.  Stafford.  Will  the  stenographer  please  read  my  question  ? 

The  Stenographer  (reads) : 

Is  not  that  the  argument  advanced  by  some  members  of  this  committee  why 
those  officers  In  the  field  should  be  continued  in  the  postal-supply  bill  rather 
than  carried  In  the  legislative  bill,  as  you  recommend? 

Mr.  Shallenberger.  I  do  not  think  so,  because  they  are  Depart- 
ment officers,  with  little  occasion  to  travel,  and  reporting  daily  with 
the  other  officials  of  the  Department  to  the  head  of  the  bureau,  with 
their  correspondence  submitted  daily  to  the  head  of  the  bureau ;  and 
they  can  not  be  in  any  proper  sense  regarded  as  postal  officials  in  the 
field. 

The  Chairman.  Don't  you  think  a  better  administration  would  fol- 
low by  a  little  bit  more  traveling  on  the  part  of  those  officials? 

Mr.  Shallenberger.  Yes;  and  I  think  it  was  in  view  of  that  that 
Mr.  Grant,  the  acting  superintendent,  has  asked  for  $500.  There  is  a 
general  expectation,  you  know,  that  the  general  superintendent.  Cap- 
tain A\Tiite,  will  retire,  and  I  simply  say  in  advance  that  we  expect  that 
our  present  acting  general  superintendent  shall  be  the  general  super- 
intendent succeeding  him  in  the  early  part  of  next  month,  and  after 
that  it  shall  be  my  desire,  so  long  as  I  remain  in  the  Department,  to 
have  the  three  officials  who  have  been  named  in  turn  do  a  little  more 
traveling  than  they  have  been  accustomed  to  in  recent  years.  The 
condition  of  health  of  the  general  superintendent  has  not  been  such 
as  to  make  it  desirable  for  him  to  travel  as  much  as  I  think  a  general 
superintendent  should  travel  in  the  supervision  of  so  large  and 
increasingly  important  a  service. 

The  Chairman.  That  is  only  applied  to  the  general  superintend- 
ent, and  yet  these  officials,  including  the  assistant  general  superin- 
tendent and  the  chief  clerk,  have  all  gone  to  the  legislative  bill. 

Mr.  Shallenberger.  Yes.  It  will  apply  to  the  chief  clerk,  the 
assistant  general  superintendent,  and  the*  general  superintendent, 
and,  as  in  the  case  of  other  executive  officers,  I  think  the  experience  of 
the  Department  is  that  in  recent  years  the  service  would  be  improved 
with  a  little  closer  touch  between  the  chief  officials  and  their  subordi- 
nate officials  in  the  field. 

The  Chairman.  General,  may  I  ask  you  in  this  connection  if  these 
officials  would  be  regarded  as  sufficiently  identified  with  the  office  of 
the  Second  Assistant  Postmaster-General  to  warrant  the  suggestion 
that  these  traveling  expenses  could  be  paid  out  of  the  item  of  $1,000 
provided  on  page  36,  "  For  travel  and  miscellaneous  expenses  in  the 
postal  service.  Office  of  the  Second  Assistant  Postmaster-General?" 

Mr.  Shallenberger.  I  think  it  would  be  satisfactory. 

The  Chairman.  T  observe  that  of  this  sum  appropri-ited  last  year 
you  used  only  $70.55,  and  this  year  recommend  only  $500.  Do  you 
not  think  it  would  be  better  for  us  to  strike  from  this  item  on  page 
31  of  the  bill  the  names  of  the  superintendent,  assistant  superintend- 
ent, chief  clerk,  and  assistant  chief  clerk,  and  whatever  is  necessary 
let  the  item  be  charged  against  the  $1,000  of  the  office  of  the  Second 
Assistant  Postmaster-General? 
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Mr.  Shallenberger.  That  would  seem  entirely  proper.  Perhaps 
their  titles  should  be  stated,  so  that  it  would  be  perfectly  clear. 

The  Chairman.  The  point  I  am  making  is  that,  inasmuch  as  the 
I>epartment  has  been  so  insistent  on  the  transfer  of  these  officers 
from  the  postal-service  bill,  without  any  of  us  surrendering  our  con- 
tentions that  they  should  not  be  transferred,  we  having  yielded  for 
the  sake  of  peace  of  mind,  if  they  do  not  rightfully  belong  to  that 
bill,  then  strike  them  out  entirely. 

Mr.  Shallenberger.  I  am  acting  on  what  I  conceive  to  be  the  wish 
of  the  Postmaster-General  in  regard  to  the  organization  of  his  De- 
partment, and  I  can  say  that  I  see  no  impropriety  in  including,  if  it 
can  be  done,  the  item  of  traveling  expenses  of  these  officials  in  the 
allowance  for  the  office  of  the  Second  Assistant  Postmaster-General. 

The  Chairman.  I  am  suggesting  the  omission  of  these  designations 
from  the  postal-service  buT,  and  vou  recommend  that  the  $1,000 
which  you  formerly  recommended  be  reduced  to  $500;  and  if  there 
is  any  traveling  in  the  Second  Assistant  Postmaster-General's  force, 
let  it  be  charged  in  that  item. 

Mr.  Shallenberger.  I  do  not  see  any  reason  at  present  why  it 
should  not  be  covered  in  that  item. 

The  CiiAiR»iAN.  I  see  you  have  expended  only  on  the  average  about 
$168,  and  in  your  own  office  last  year  $78.75. 

Mr.  Stone.  It  should  be  explained  that  we  formerly  purchased  out 
of  that  appropriation  certain  miscellaneous  articles  lor  our  office, 
which  under  tne  decision  rendered  by  the  Comptroller,  perhaps  a 
year  or  a  year  and  a  half  ago,  had  to  stop,  he  taking  the  ground  that 
articles  used  in  the  Department  must  be  purchased  out  of  the  con- 
tingent fund  of  the  Department  and  not  out  of  this  miscellaneous 
appropriation  in  the  postal-service  bill.  Therefore  we  had  to  dis- 
continue those  items. 

Mr.  Stafford.  Is  that  the  reason,  then,  that  you  recommend  the 
discontinuance  of  the  proviso  as  furnished  on  the  top  of  page  36? 

The  Chairman.  Do  you  recommend  that  that  be  dropped  out  of  the 
law? 

Mr.  Stone.  Yes;  we  can  not  use  it  for  these  articles  under  the 
Comptroller's  decision.  You  refer  to  the  proviso  "  That  a  sum  not 
exceeding  $300  may  be  used  for  the  purchase  of  railway  guides,  city 
directories,  and  other  books  and  periodicals  necessary  in  connection 
with  mail  transportation?  " 

Mr.  Stafford.  Yes. 

Mr.  Stone.  We  now  get  those  out  of  the  contingent  fund  of  the 
Department.  ^ 

Mr.  Stafford.  Under  the  Comptroller's  decision  ? 

Mr.  Stone.  Yes,  sir. 

The  Chairman.  The  recommendation  for  rent,  light,  and  fuel, 
$60,000,  is  an  increase  of  $2,000,  on  the  top  of  page  32. 

Mr.  Grant.  That  is  just  the  natural  increase,  Mr.  Chairman.  We 
find  that  we  are  pretty  well  crowded  on  that  item. 

The  Chairman.  That  is  applicable  at* the  various  division  head- 
quarters ? 

Mr.  Grant.  Yes;  wherever  we  have  to  rent  quarters.  In  some 
places  we  have  chief  clerks  where  there  are  no  Government  buildings, 
and  we  have  to  rent  quarters  for  them,  and  sometimes  we  are  tempo- 
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rarily  turned  out  of  Government  buildings,  as  in  the  case  of  Atlanta 
now. 

Mr.  Stafford.  Can  you  give  me  the  amount  of  this  item  that  is 
paid  for  these  respective  purposes — light,  fuel,  telegraph,  and  mis- 
cellaneous office  expenses,  schedules  of  mail  trains,  etc.  ? 

Mr.  Grant.  I  can  give  yon  the  statement,  but  I  have  not  got  it 
here.     Do  you  wish  it  ? 

Mr.  Stafford.  Yes;  I  would  like  to  have  it — not  for  insertion  in 
the  Record,  but  for  the  use  of  the  committee. 

PER    DIEM   ALLOWANCE   FOR  ASSISTANT   SUPERINTENDENTS. 

The  Chairman.  I  notice.  General,  that  you  recommend  a  division 
and  new  phraseology  with  reference  to  the  appropriation  for  per 
diem  allowance  for  assistant  superintendents,  and  so  forth.  The  pro- 
posal you  make  will  appear  in  italics  on  page  32  of  the  bill.  What  is 
the  need  of  that  division?  May  I  ask,  also,  if  it  was  not  formerly 
divided  and  later  consolidated? 

Mr.  Stone.  Formerly  the  two  items  were  both  in  one,  and  then 
they  were  segregated  by  one  of  the  committees — not  this  one — two 
years  ago.  Our  estimate  as  submitted  is,  I  think,  exactly  in  the  lan- 
guage of  the  existing  law. 

The  Chairman.  Kxcept  the  separation. 

Mr.  Stone.  The  existing  law  says : 

For  per  diem  iiUowonce  of  assistant  superintendents,  $27,500;  and  for  the 
necessary  official  expenses  not  covered  by  their  per  diem  aUowance,  not  exceed- 
ing $2,500;  in  all,  $30,000. 

Mr.  Stafi"X)rd.  Of  these  amounts,  how  much  was  used  in  the  last 
fiscal  year? 

Mr.  Grant.  Per  diem  allowance,  $25,450.  Then  we  had  a  defi- 
ciency of  $3,000,  which  came  too  late  to  be  used.  Of  that,  $25,450  is 
out  of  the  total  sum,  the  $3,000  -deficiency  included. 

Mr.  Stafford.  Will  you  explain  that  a^ain? 

Mr.  Grant.  I  say  we  had  an  appropriation  of  $28,000.  We  spent 
$25,450,  and  turned  in  $2,550,  because  the  $3,000  deficiency  came  too 
late  to  be  used. 

Mr.  Stone.  We  had  to  stop  many  of  our  traveling  men  from 
traveling  in  the  last  month  of  the  last  fiscal  year  because  the  defici- 
ency came  too  late. 

The  Chairman.  This  is  only  a  net  increase  over  the  current  au- 
thority of  $1,500? 

Mr.  Grant.  That  is  all. 

Mr.  Stafford.  How  many  assistant  superintendents  are  there  that 
avail  themselves  of  this,  or  are  entitled  to  this  per  diem  allowance 
for  necessary  expenses? 

Mr.  Shallenberger.  Twenty-four  in  all;  five  attached  to  my  office, 
and  nineteen  in  the  field. 

ELECTRIC  AND  CABLE  CAR  SERVICE. 

The  Chairman.  In  the  item  "  For  inland  trasportation  of  mail  by 
electric  and  cable  cars  "  you  ask  for  $50,000  additional. 

Mr.  Stone.  This  is  an  increase  of  5.75  per  cent  over  the  current 
year.  The  act  for  the  current  year  authorized  some  increases  in  the 
rate,  the  proviso  being : 
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That  tbe  rate  of  crompensation  to  l)e  paid  per  mile  shall  not  exceed  the  rate  now 
paid  to  companies  performing  such  service,  except,  that  the  Postmaster-General, 
in  cases  where  the  quantity  of  mail  Is  large  and  the  numl>er  of  exchange  points 
numerous,  may,  in  his  discretion,  authorize  payment  for  closed-jwuch  service 
at  a  rate  per  mile  not  to  exceed  one-third  above  the  rate  per  mile  now  paid  for 
closed-pouch  service :  and  for  mail  cars  and  apartments  carrying  the  mails,  not 
to  exc^d  the  rate  of  1  cent  per  linear  foot  per  car  mile  of  travel,  etc. 

The  Chairman.  How  has  the  Department  found  the  proviso  which 
occurs  in  the  curent  law  operative,  and  to  what  extent  have  the  in- 
creases been  made  under  that  provision  ? 

Mr.  Stone.  We  have  readjusted  the  compensation  on  lines  in  seven 
cities  where  we  were  having  the  most  trouble  to  maintain  the  service, 
resulting  in  a  net  increase  of  about  $40,000. 

The  Chairman.  Can  you  name  those  cities? 

Mr.  Stone.  Yes,  sir;  Boston,  Brooklyn,  Philadelphia,  Pittsburg, 
Baltimore,  Chicago,  and  St.  Louis. 

The  Chairman.  Has  the  service  been  improved,  in  your  judgment, 
with  particular  reference  to  the  provision  for  these  seven  cities  ? 

Mr.  Stone.  I  think  so. 

The  Chairman.  Has  it  eased  up  the  difficulty  that  existed  at  the 
time  this  was  recommended  ? 

Mr.  Stone.  Very  materially,  and  perhaps  prevented  the  service 
from  being  thrown  down,  as  was  threatened. 

The  Chairman.  Has  there  been  any  embarrassment  in  the  opera- 
tion of  the  second  proviso,  which  reads,  "  That  the  rates  for  electric- 
car  sei*vice  on  routes  over  20  miles  in  length  outside  of  cities  shall 
not  exceed  the  rates  paid  for  service  on  stoain  railroads? '' 

Mr.  Shallenberger.  That  has  created  quite  a  good  deal  of  discus- 
sion with  the  companies,  and  their  representatives  have  called  upon 
the  Second  Assistant  Postmaster-General  to  urge  that  that  limit  be 
extended  to  50  miles.  I  have  heard  their  arguments,  but  as  yet  have 
not  been  inclined  to  regard  favorably  their  recommendations,  for  the 
reason  largel^y  that  there  is  a  tendency  throughout  the  country  now 
for  steam  railroads  to  electrify,  and  also  a  tendency  on  the  part  of 
competing  electric  lines  out  of  great  cities,  running  perhaps  a  dis- 
tance of  50  or  60  miles,  to  enter  the  field  of  mail  service.  I  do  not 
believe  it  is  wise  to  lead  the  electric  and  cable  car  companies  to 
expect  a  larger  compensation  for  such  service  20  miles  beyond  the 
city  limits  than  the  steam  railroads  are  now  receiving,  for  the  reason 
that  in  the  judgment  of  the  committee  and  in  the  judgment  of  the 
country,  as  I  thmk,  that  compensation  is  enough. 

Under  this  recent  law  we  have  been  weighing  the  mails  on  all 
electric  roads  from  a  point  20  miles  beyond  the  city  limits,  with  a 
view  to  determining  wliat  rate  should  prevail  on  those  roads ;  and  I 
would  like  to  have  that  tested  further  before  I  should  consider  a 
suggestion  to  change  the  limits,  or  in  any  way  change  the  rate  for 
long-distance  service  on  electric  roads. 

1  would  say  that  there  is  at  least  one  point  where  I  can  see  a  neces- 
sity for  a  little  modification  of  our  present  law.  In  order  that  we 
might  gjet  a  fairly  competitive  service  from  the  electric  and  cable  car 
companies,  you  will  remember  that  last  year  I  urged  that  in  the  prin- 
cipal cities  we  should  have  a  rate  a  little  greater  than  the  law  pro- 
vided, for  the  reason  that  the  cost  of  satisfactory  wagon  service  was 
greater  than  the  rates  per  mile  for  electric  and  cable  carsj  so  that  when 
uie  question  came  up  as  to  whether  we  should  establish  wagon  or 
P  O  A  B— 07 15 
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electric  service,  we  frequently  had  to  continue  the  wagon  service, 
because  the  rate  was  not  sufficient  to  secure  competitive  bids  from  the 
electric  and  cable  car  companies.  We  now  have  the  opportunity  of 
tendering  them  one-third  more.  That  has  worked  satisfactorily, 
although  many  of  the  companies  are  claiming  that  a  cent  per  lineal 
foot  is  not  sufficient  to  cover  the  actual  expense.  Within  a  few 
weeks  I  have  had  representations  made  to  me  that  the  actual  cost  of 
handling  these  cars  is  in  some  cases  23  cents  instead  of  20  cents  for  the 
20- foot  car.     Is  that  not  true? 

Mr.  Stone.  Yes. 

Mr.  Sh ALLEN BERGER.  As  I  liave  said,  we  have  been  successful  in 
most  cases  in  retaining  all  the  desirable  service  and  extending  it. 
But  in  one  particular  the  rate  for  closed-pouch  service  has  not  been 
adequate.  It  will  be  remenil^ered  that  the  old  rate  of  8  cents  per  niile 
for  closed-pouch  service  was  reported  as  reasonably  satisfactory  on 
long  routes  where  the  stops  were  not  frequent  and  the  mail  reason- 
ably light,  and  that  last  year  the  committee  put  in  a  proviso  that 
where  the  quantity  of  mail  is  large  and  the  number  of  exchange 
points  numerous  the  pay  may  be  one-third  more,  or  4  cents  per 
mile.  Now,  we  have  discovered  that  where  the  route  is  3  miles  or 
less  in  length,  as  it  is  in  some  cases,  and  where  the  number  of  trips 
per  day  is  frequent  and  the  amount  of  mail  large,  liecause  it  goes  to 
an  important  town,  the  street-car  companies  will  not  accept  these 
rates,  and  they  say  that  even  4  cents  per  mile  will  not  compensate 
them  at  all.  The  consequence  is  that  we  have  to  provide  star  serv^ice 
or  wagon  service  at  ver\-  considerably  increased  cost,  so  that  I  have 
thought  well,  having  had  that  information  only  within  the  last  week 
or  two,  to  prepare  an  additional  proviso,  and  request  that  the  com- 
mittee increase  the  rate  for  closed-pouch  service  in  that  one  par- 
ticular. I  will  read  the  proviso  that  I  would  like  to  have  included, 
following  the  one  to  which  reference  has  just  been  made. 

The  Chairman.  That  is,  it  would  be  a  third  proviso? 

Mr.  Sh ALLEN  BERGER.  Ycs;  a  third  proviso,  reading  as  follows 
(reads)  : 

And  wbere  the  route  is  not  more  than  3  miles  in  length,  requiring  frequent 
triffs,  and  the  quantity  of  mail  is  large,  the  rate  for  closed-pouch  service  shall 
not  exceed  6  cents  per  mile  traveled. 

The  representatives  of  the  companies  demanded  7  cents. 

The  Chairman,  The  rate  is  now  what? 

Mr.  Siiallen BERGER.  It  is  now  4  cents,  but  I  said  I  would  rest  on 
«>  cents  for  the  present. 

Mr.  FiNLBY.  Hav6  any  of  the  companies  cut  out  the  service  ? 

Mr.  SiL\LLBNBERGER.  Not  many;  but  the  particular  company  I 
refer  to  in  this  case  will  not  accept  the  service.  It  is  very  desirable^ 
we  think,  that  it  should  accept  the  service. 

Mr.  FiNLEY.  What  city  is  that? 

Mr.  SiiALLENBERGER.  CarroUtou,  Mo. 

The  Chairman.  If  that  proviso  you  have  just  read  jvere  adopted 
would  it  occasion  any  increase  in  the  amount  beyond  what  you  have 
recommended  ? 

Mr.  Sh  ALLEN  BERGER.  I  think  not,  for  the  present;  it  is  so  small. 

Mr.  Stafford.  Has  any  electric  service  been  discontinued  by  reason 
of  this  proviso  that  extends  to  the  20-mile  service  and  beyond  ? 

Mr.  Crew.  None  has,  as  yet;   but  we  are  weighing,  and  we  hare 
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notice  that  unless  the  rates  are  materially  increased  over  the  railroad 
rates  they  will  seriously  discontinue.  The  rates  are  just  now  coining, 
and  we  are  just  now  working  them  up. 

Mr.  Stafford.  Can  you  give  any  comparison  of  schedule  rates  be- 
tween electric  car  and  railway  as  to  service  on  electric  cars  beyond 
the  20-mile  limit,  where  the  quantum  of  mail  would  give  more  than 
the  amount  provided  by  the  railway-mail  pay? 

Mr.  Crew.  As  a  rule  the  electric  rates  are  higher  than  the  railroad 

pay. 

Mr.  Stafford.  How  much  higher  are  they? 

Mr.  Crew.  I  could  not  give  you  the  difference  offhand,  but  as  a 
rule  they  are  higher.  Possibly  where  the  service  is  frequent  the 
electric-car  rates  would  be  one-third  higher.  I  would  have  to  ex- 
amine the  cases  and  make  a  specific  report  if  you  wanted  a  specific 
answer. 

Mr.  Stone.  The  rates  of  the  steam  roads  are  not  affected,  while  the 
electric  car  is  affected  by  the  mail  rate;  and  the  more  frequent  you 
have  them,  the  greater  would  be  the  compensation. 

Mr.  Siiallenherger.  In  a  number  of  cases  the  electric-ear  rates  are 
not  greater,  because  we  do  not  need  the  frequency  that  we  need  in 
other  places.  But  where  there  is  frequent  service  the  rates  by  electric 
car  would  be  higher,  unless  we  had  the  opportunity  provided  by  law 
to  say  that  beyond  20  miles,  regardless  of  irequency,  we  will  not  pay 
in  excess  of  the  railway  mail  rates. 

Mr.  Stafi'X)rd.  So  there  is  no  limitation  at  present  in  the  law,  as 
you  construe  it,  relating  to  the  frequency  of  service  as  a  limitation 
on  the  electric-car  pay? 

Mr.  Shallenberger.  Oh,  yes.  The  frequency  determines  the  elec- 
tric-car pay,  but  in  the  ca.se  of  the  steam  railroads  it  does  not. 

Mr.  Fin  LEY.  Is  there  not  some  complaint  from  the  street  car  com- 
panies year  after  vear  that  the  rates  are  insufficient?  Last  year  the 
argument  was  made  that  it  was  necessary  to  increase  the  pay  for  lines 
longer  than  3  miles.  Was  that  found  sufficient  to  stop  complaints 
from  the  street  car  companies. 

The  Chairman.  That  was  covered,  Mr.  Finley,  pretty  fully  before 
you  came  in,  and  they  gave  the  detailed  information. 

Mr.  F'iNLEY.  The  question  I  ask  is  this:  Has  the  increase  made  on 
the  last  appropriation  been  sufficient  to  stop  complaints  as  to  the  pay 
of  electric  lines  ? 

Mr.  Shallenberger.  It  has  not  been  sufficient  to  stop  the  com- 
plaints, because  the  companies  in  many  cases — one  or  two  that  I  have 
in  mind,  particularly — presented  to  us  statements  which  showed  that 
the  cost  of  running  a  20-foot  car  is  23  cents,  instead  of  20  cent^, 
which  the  law  allows  them.  But  notwithstanding  that,  as  I  said,  we 
have  been  able  to  get  what  we  regard  as  requisite  service  and  con- 
tinue the  service  already  in  existence,  so  that  we  are  not  recommend- 
inff  at  present  any  change  in  the  rates. 

Mr.  Finley.  Do  you  apprehend  any  serious  trouble  in  transporting 
mails  on  lines  3  miles  in  length  or  less  in  the  event  your  recommenda- 
tion here  is  not  carried  out  ? 

Mr.  Shallenberger.  I  think  it  will  be  difficult  and  perhaps  impos- 
sible, but  the  number  is  not  great.  But  we  desire  to  have  the  best 
competitive  service  for  all  such  places,  and  when  a  town  as  large  as 
Carrollton,  Mo.,  for  example,  sees  a  street  car  making  frequent  trips. 
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and  we  have  a  mail  wagon  to  carry  the  mails,  they  say,  "  That  is  not 
up  to  the  times.  We  should  have  a  rate  that,  while  it  is  not  so  large 
as  a  wagon  rate,  should  give  us  better  service/'  Hence  I  am  asking 
that  6  cents  a  mile  be  given  in  those  particular  cases. 

Mr.  FiNLEY.  How  many  trips  are  there  at  Carrollton  ? 

Mr.  Crew.  I  think  there  are  eight  trips  a  day.  We  now  liave  mes- 
senger service  there  also. 

Mr.  SiiALLENBERGER.  That  could  be  readily  estimated.  Suppoi?e 
that  distance  were  2  miles,  making  4  miles  per  round  trip;  six  times 
four  would  be  24  cents  for  the  round  trip.  Vou  can  estimate  whether 
a  wagon  could  afford  to  do  it  for  less.  If  a  street-car  company  is 
willing  to  do  it  and  deliver  the  mails  into  the  post-office,  I  think  that 
should  be  permitted. 

The  Chairman.  General,  may  I  inquire  how  much  money,  approxi- 
mately, is  now  expended  in  the  carriage  in  this  way  of  the  closed- 
pouch  mail  at  4  cents? 

Mr.  Sh ALLEN BERGER.  Very  little  so  far. 

The  Chairman.  If  the  entire  poucli  service  which  to-day  receives 
the  4-cent  rate  should  be  increased  to  a  O-cent  rate,  what  would  be 
the  total  amount  of  the  increase? 

Mr.  Crew.  There  is  very  little  service  at  the  4-cent  rate  at  present. 
Most  of  our  service  is  at  the  3-cent  rate. 

The  Chairman.  Then  the  8-cent  service  would  be  raised  to  6  cents? 

Mr.  Crew.  On  these  short  routes. 

Mr.  Shallenberoer.  We  do  not  raise  it  in  that  way.  We  do  not 
ask  6  cents  as  a  flat  rate. 

The  Chairman.  Yes;  but  nevertheless  this  is  an  entering  wedffe. 
and  I  would  like  to  bring  out,  if  possible,  what  the  result  would  l)e 
in  dollars  and  cents  if  all  the  service  which  to-day  commands  loss  than 
6  cents  should  be  really  advanced  to  (>  cents. 

Mr.  Shallenberoer.  We  can  get  that  readily. 

The  Chairman.  Of  course  this  would  be  applied  by  you  under  very 
decided  limitations,  but  I  think  we  might  at  this  time  learn,  if  we 
may,  what  the  total  increase  would  be  if  the  service  which  in  all  in- 
stances now  receives  less  than  6  cents  were  raised  to  6  cents. 

Mr.  Crew.  You  mean  the  closed -pouch  routes? 

The  Chairman.  Yes. 

Mr.  Crew.  Most  of  these  are  less  than  3  miles  in  length.  There 
would  be  but  few  of  them. 

The  Chairman.  Have  you  an  idea  of  any  approximate  amount  that 
you  could  give  ? 

Mr.  Crew.  I  would  not  like  to  guess  at  it.  We  can  give  you  a 
statement  on  it  later. 

Mr.  Shallenberoer.  It  might  be  interesting  to  the  comniittee,  also, 
if  we  would  tell  them  how  many  of  the  routes  carrying  closed 
pouches,  or  having  the  closed-pouch  service,  are  able  to  continue  at 
3  cents  a  mile,  notwithstanding  the  action  of  Congress  in  jx;rmitting 
us  to  go  to  the  4-cent  rate.  As  you  will  remeifiter,  we  did  not  ask 
an  increase  of  the  appropriation  commensurate  with  the  authority  to 
increase  rates,  so  that  we  have  been  able  to  continue  at  3  cents  a  mile 
ver}'^  much  of  the  service,  and,  as  Mr.  Crew  has  just  said,  the  amount 
that  has  been  increased  to  4  cents  would  not  be  a  large  proportion. 
But  there  are  still  some  cases  in  which  we  ought  to  have  the  authority 
to  go  as  high  as  6  cents. 
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The  Chairman.  Nevertheless  the  authority  to  advance  the  3-mile 
limit  of  service  to  6  cents  would  undoubtedly  occasion  many  demands 
on  the  Department  for  increased  pay. 

Mr.  Shallenberger.  Yes;  and  in  each  case,  if  we  should  grant  it, 
the  amount  would  be  very  small. 

Mr.  Stafford.  Can  you  give  in  that  table  the  amount  of  the 
respective  kinds  of  service — that  is,  in  the  closed  pouch,  and  in  the 
apartment  cars,  and  in  the  mail  cars? 

Mr.  Stone.  Yes ;  we  can  send  that  to  you. 

The  Chairman.  You  may  give  the  information  by  letter  as  to  that. 

Mr.  Shallenberger.  Yes.     We  will  submit  it. 

Mr.  Snapp.  There  was  a  question  I  wanted  to  ask  in  regard  to  this 
tunnel  question  in  Chicago,  which  I  do  not  think  was  answered. 
General,  do  you  recommend  that  the  appropriation  of  $172,600  for 
the  cost  of  mail  service  by  underground  electric  cars  in  the  city  of 
Chicago  be  continued  ? 

Mr.  Shallenberger.  I  will  say,  in  reply  to  that  question,  that  we 
have  recommended  the  continuance  of  this  because  we  are  not  yet  pre- 
pared to  say  that  the  contract  will  be  canceled.  But  the  conditions 
are  such  as  to  make  it  very  desirable  that  a  slight  modification  of  this 
provision  should  be  made  so  that  it  would  read — 

That  $172,G00  of  the  sum  In  this  item  appropriated  is  hereby  made  available 
for  the  purpose  of  covering  the  cost  of  mail  service  by  underground  electric  cars 
in  the  city  of  Chicago.  Illinois,  and  in  the  event  of  failure  of  such  service,  that 
a  like  amount  be  available  for  the  purpose  of  substituting  adequate  service  by 
wagons  or  other  suitable  vehicles. 

Mr.  Snapp.  Why  would  you  require  this  amount  if  the  service  were 
to  be  performed  by  screen  wagons  or  other  vehicles? 

Mr.  Shallenberger.  We  would  possibly  not  require  the  same 
amount,  but  that  amount  should  be  left  available,  as  we  could  not  at 
this  time  state  what  amount  would  be  required  after  due  advertise- 
ment. 

Mr.  Snapp.  You  recollect,  however,  that  this  apropriation  pro- 
vided over  $100,000  more  than  the  screen-wagon  service  in  the  city  of 
Chicago  cost  before  this  service  was  put  into  effect? 

Mr.  Shallenberger.  Yes;  but  you  will  also  remember  that  the 
screen-wagon  contract  at  that  time  in  existence  was  $106,000  for  the 
entire  city  of  Chicago,  which  was  claimed  to  be  whoUv  inadequate  to 
provide  the  service,  and  which  we  have  found  in  otner  great  cities 
would  be  inadequate  for  the  volume  of  service  existing  at  that  time. 
The  increase  of  the  mail  service  in  the  city  of  Chicago  makes  it 
altogether  likely  that  if  we  were  now  to  advertise  for  the  service  con- 
tracted for  by  the  tunnel  company,  we  should  have  to  pay  a  sum 
considerably  m  excess  of  that  which  was  named  under  the  old  con- 
tract. Hence  I  would  say  that  the  entire  sum  should  be  left  available 
for  the  substitution  of  aclequate  service  in  the  event  that  the  tunnel 
service  fails. 

Mr.  FiNLEY.  General,  how  is  that  service  performed  now,  and  at 
what  cost  annually? 

The  Chairman.  I  may  say,  Mr.  Finley,  that  that  was  all  gone  over 
while  you  were  out  awhile  ago,  when  the  screen-wagon  service  was 
discussed  at  length  by  Mr.  Stafford. 
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How  would  it  do,  General,  to  add  at  the  close  of  the  paragraph,  as 
it  now  appears,  the  following: 

And  In  the  event  of  the  failure  of  such  service  by  underground  electric  cars, 
the  said  sum  of  $172«0()0  is  hereby  made  available  for  screen-wagon  service  at 
Chicago? 

Mr.  Crew.  Why  not  make  it  "  screen-wagon  or  other  vehicle  serv- 
ice?" 

The  Chairman.   Yes;  "  screen-wagon  or  other  vehicle  service." 

Mr.  Shallenberger.  That  would  cover  it,  if  provision  is  also 
made  that  at  least  one-fourth  of  that  amount  be  immediately  avail- 
able. This  bill,  as  you  know,  will  not  become  effective  until  July  1. 
If  the  tunnel  service  fails,  on  the  1st  of  April  we  shall  need  one- 
fourth  of  that  amount  made  immediately  available. 

The  Chairman.  Are  you  apprehensive  that  the  tunnel  service  will 
really  fail? 

Mr.  Shallenberger.  I  am  apprehensive,  and  indeed  I  am  con- 
vinced, that  unless  we  can  improve  conditions  immediately,  and  to 
a  very  considerable  extent,  we  shall  have  to  substitute  wagon  service 
within  the  next  month  for  certain  portions  of  it. 

Mr.  Snapp.  Have  you  ever  had  any  reason  to  believe  that  this  tun- 
nel company  in  Chicago  would  prefer  to  be  relieved  of  this  contract? 

Mr.  Shallenberger.  I  have  no  such  information. 

The  Chairman.  I  want  to  ask,  in  connection  with  that  reply  of 
yours:  If  the  tunnel  service  should  fail,  would  not  the  Government 
nave  a  right  of  action  upon  the  bond,  which  would  enable  them  to 
recoup  on  any  losses  that  might  be  sustained  by  the  continuance  of 
the  service  in  any  way  that  it  would  be  possible  to  continue  it  ? 

Mr.  Shallenberger.  As  explained  by  Mr.  Stone,  I  think  the  con- 
tract has  a  provision  that,  in  the  event  the  contractor  shall  be  unable 
to  fulfill  the  contract,  the  bond  would  be  good  for  any  increased  cost 
made  necessary  by  the  substitution  of  adequate  service. 

The  Chairman.  That  would  give  you  the  authority  to  step  in 
there  and,  in  any  manner  under  your  judgment  that  was  best  for 
the  service,  conduct  it.  and  you  could  go  ahead  and  have  an  action 
upon  the  bond  ? 

Mr.  Shallenberger.  If  the  amoimt  exceeds  the  contract  rate. 

Mr.  Snapp.  Do  you  think  this  company  is  in  good  faith  trying  to 
perform  its  contract? 

Mr.  Shallenberger.  I  have  every  reason  to  believe  it  is.  All  the 
reports  I  have  are  to  that  effect. 

Mr.  StafI'X)rd.  Is  the  company  carrying  any  other  kind  of  merchan- 
dise? Is  the  company  carrying  any  merchandise  on  its  cars  in  the 
operation  of  its  franchise? 

Mr.  Shallenberger.  The  information  I  have  is  to  the  effect  that 
it  is  now  performing  service  to  certain  of  the  large  firms  in  Chicago, 
but  only  of  the  heavy  freight,  such  as  coal  and  other  supplies 

Mr.  Crew.  And  there  is  not  much  of  that. 

Mr.  Shallenberger.  Yes;  there  is  not  much  of  that.  The  com- 
pany has  been  preparing  to  conduct  a  general  carrying  business  for 
mercantile  houses,  and  has  made  connections  with  the  oasements,  as 
I  have  seen,  of  several  lar^e  firms.  My  visit  to  the  tunnel  at  two 
different  times  gave  me  positive  information  to  that  effect,  that  they 
have  made  connection  with  certain  large  businCvSs  houses,  and  the 
assurance  that  they  gave  me  at  that  time  was  that  such  service  would 
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not  conflict  with  their  contract  with  the  Government,  because  we 
should  have  the  exclusive  right  of  way  between  the  railway  stations 
and  the  post-office  at  all  times  for  the  mail  service,  and  that  all  other 
service  would  be  performed  secondarily  to  the  mail  service. 

Mr.  Stafford.  Is  that  provided  for  in  the  contract  ? 

Mr.  Shallenberger.  That  is  provided  in  the  contract.  The  re- 
ports that  I  have  had  since  my  last  visit  are  to  the  effect  that  the  man- 
ager is  in  good  faith  acting  upon  every  suggestion  that  we  make,  or 
that  the  postmaster  makes,  that  looks  toward  the  increasing  of  the 
efficiency  of  the  service.  He  is  going  to  the  expense  of  putting  in 
additional  chutes  and  protecting  the  mail  as  far  as  may  be  from 
injury  in  the  chutes  already  provided,  so  that  I  have  reason  to  believe 
that  he  is  trying  to  bring  the  service  up  to  contract  requirements. 
But  I  am  compelled  to  say  that,  notwithstanding  such  efltorts,  I  am 
not  now  of  the  belief  that  he  will  succeed. 

Mr.  Stafford.  For  what  contract  period  does  this  contract  run  ? 

Mr.  Shallenberger.  The  usual  four-year  period. 

Mr.  Snapp.  Do  you  think  their  failure  is  due  to  inability  to  perfect 
their  system  as  rapidly  as  possible? 

Mr.  Shallenberger.  I  think  their  failure  is  due  to  inherent  diffi- 
culties in  providing  machinery  which  will  carry  the  mails  in  the 
manner  proposed  with  sufficient  speed  and  safety  between  the  post- 
office  and  the  stations  and  between  the  several  railway  stations.  The 
time  required  by  the  best  mechanical  appliances  to  handle  mail  in  the 
tunnel  as  it  should  be  handled — ^to  drop  it  40  feet  and  then  to  lift  it 
40  feet — the  time  necessarily  consumecl  by  these  methods  is  so  great 
that  wagon  or  automobile  service  as  a  substitute  will  give  better  satis- 
faction to  the  postmaster  and  the  public,  and,  therefore,  to  the  Depart- 
ment. 

Mr.  Snapp.  From  that  does  it  not  appear  clear  that  it  is  useless  to 
carry  the  appropriation  for  this  service  further? 

Mr.  Shali^nberger.  Xo;  because  our  contract  obligation  will 
require  us  to  carry  it  until  we  can  substitute  something  else  for  it. 

Mr.  Snapp.  Your  obligation  to  the  Government  will  require  you  to 
cancel  this  contract,  will  it  not? 

Mr.  Shallenberger.  In  due  time. 

Mr.  Stafford.  Have  you  not  authority  to  inau^rate  screen-wagon 
service,  in  case  the  mail  can  not  be  carried  by  me  tunnel  company 
under  its  contract,  without  any  such  additional  authority  as  you  now 
request  ? 

Mr.  Shallenberger.  We  may  have  authority,  but  we  have  not  the 
money.    We  have  not  estimated  for  it. 

Mr.  Stafford.  You  could  come  in  at  the  next  session  of  Congress 
and  ask  for  a  deficiency  appropriation  for  that  purpose,  just  the  same 
as  in  the  case  of  other  items  for  which  you  have  not  suifficient  money. 

Mr.  Shallenberger.  The  law  prevents  us  or  prohibits  us  from 
creating  a  deficiency. 

Mr.  Stafford.  Do  I  not  understand  there  is  a  deficiency  so  far  as 
the  star-route  service  is  concerned  ? 

Mr.  Shallenberger.  This  is  a  contract  covering  the  entire  appro- 
priation for  a  particular  kind  of  service. 

Mr.  Stafford.  Have  you  not  authority  to  perform  this  service 
otherwise,  if  the  contractor  fails  to  perform  it? 

Mr.  Shali.enberger.  Yes,  providing  the  appropriation  would  cover 
it 
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The  Chairman.  Suppose  the  contractor  at  Indianapolis  should 
fail  under  his  present  contract  and  it  would  be  necessary  for  you  to 
step  in  and  perform  the  service,  and  it  would  cost  you  more  than  the 
present  contract.  You  would  not  then  ask  for  a  deficiency.  What  is 
the  difference  between  that  and  this  case? 

Mr.  Stone.  This  is  an  appropriation  made  for  electric-car  service, 
and  we  could  not  employ  an  electric-car  service  to  take  its  place.  We 
would  have  to  stop  it  and  employ  a  different  class  of  service. 

The  Chairman.  That  is  a  technical  difficulty? 

Mr.  Stone.  Yes. 

The  Chairman.  And  you  now  ask  that  there  should  be  a  proviso 
with  the  privilege  of  continuing  the  service  with  the  same  amount,  if 
the  tunnel  method  should  fail  ? 

Mr.  Shallenberger.  Yes,  and  in  that  way  the  Auditor  will  pass 
the  account. 

Mr.  Stafford.  Is  your  Department  making  an  t»xperiment  as  to 
the  carriage  of  mails  under  the  wagon  service  by  automobiles? 

Mr.  Stone.  Yes.  We  had  an  automobile  service  in  operation  at 
the  Buffalo  Exposition,  and  it  worked  very  satisfactorily.  Sub- 
sequently we  tried  it  at  Minneapolis,  and  it  was  not  a  success. 

Mr,  Stafford.  How  long  ago  did  you  try  it  at  Minneapolis? 

Mr.  Stone.  Three  years  ago.  More  recently  we  arranged  for  it 
in  Detroit,  Mich.,  and  there  at  the  present  time  it  is  working  very 
satisfactorily. 

Mr.  Stafford.  Is  the  entire  service  covered  bv  automobiles  in 
Detroit  ? 

Mr.  Stone.  No;  just  the  one  station,  which  is  located  3 J  miles 
from  the  post-office. 

Mr.  STAFn)RD.  Do  you  consider  that  the  phraseology  providing  for 
screen-wagon  service  is  large  enough  to  authorize  the  carriage  of 
mails  by  automobiles? 

Mr.  Stone.  It  is,  and  for  several  years  past  in  each  advertisement 
looking  to  the  letting  of  the  wagon  service  we  insert  such  a  provision 
as  will  tend  to  attract  proposals  for  automobile  service  also,  but  we 
have  not  been  very  successful  in  receiving  them  at  reasonable  rates. 
At  the  last  letting  in  New  York  City  we  did  receive  one,  but  it  was 
so  excessive  that  it  seemed  to  be  out  of  the  question  to  entertain  it. 

Mr.  Stafford.  Is  there  any  other  place  in  the  country  where  it  is 
now  being  carried  by  automobiles  except  in  Detroit  ? 

Mr.  Stone.  I  do  not  recall  any  other  at  this  time. 

special  facility  trains. 

The  Chairman.  What  has  been  the  operation  of  the  appropriation 
for  special  facilities  from  Washington  to  New  Orleans? 

Mr.  Stone.  The  entire  service  was  cut  off  from  January  5,  the 
Department  having  reVeived  notice  from  the  railroad  company  that 
it  would  be  unable  to  maintain  those  schedules  after  that  date. 

The  Chairman.  Do  you  make  any  recommendations  as  to  this  serv- 
ice for  the  next  fiscal  year? 

Mr.  Stone.  The  Department  has  not  submitted  any  estimates  for 
the  next  year,  folloAving  in  that  respect  the  practice  in  the  past.  . 

Mr.  Shallenberger.  I  think  I  would  be  authorized  by  the  Post- 
master-General—I  have  not  his  specific  authority,  but  I  think  I 
would  be  expected  to  make  this  year  a  positive  recommendation  that 
the  service  be  omitted. 
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The  Chaihman.  What  have  you  to  say  with  reference  to  special 
facilities  from  Kansas  City  to  Newton,  Kans.  ? 

Mr.  Shallenberger.  That  continues,  there  having  been  no  notice 
of  change  of  schedule. 

The  Chairman.  What  recommendation  have  you  to  make  with  re- 
spect to  it? 

Mr.  Shallenberger.  I  would  make  the  same  recommendation,  be- 
cause I  do  not  see  exactly  how  the  service  can  be  satisfactorily  main- 
tained with  only  one  or  two  little  exceptions  in  that  section  of  the 
country.  As  long  as  Congress  sees  a  reason  for  appropriating  for 
this  service  we  wiU  construe  it  as  a  desire  that  the  Department  should 
use  it,  but  I  can  not  see  that  our  service  will  be  improved  by  the 
continuation  of  this  appropriation. 

Mr.  Snapp.  Is  not  this  the  first  time  you  have  recommended  di- 
rectly against  this  appropriation? 

Mr.  Shallenberger.  I  have  not  done  it  because  we  omitted  it  from 
our  estimates,  according  to  the  long-established  practice  of  the  De- 
partment, and  it  has  not  seemed  necessarj'  for  us,  in  view  of  the  action 
of  Congress,  to  recommend  against  this  appropriation. 

Mr.  Snapp.  That  was  not  my  question.  I  am  not  inquiring  now 
as  to  your  estimates;  but  is  not  this  the  first  time  before  this  com- 
mittee that  you  have  made  a  recommendation  against  this  appropria- 
tion? 

Mr.  Shallenberger.  It  is. 

Mr.  Snapp.  And  that  is  made  after  the  service  was  discontinued  ? 

Mr.  Shallenberger.  That  was  made  after  the  experience  of  the 
past  year  leads  me  to  know  and  say  that  there  is  no  train  service 
now  on  any  road  between  Washington  and  New  Orleans  to  meet  the 
conditions  I  have  imposed  upon  this  particular  service,  and  which 
I  do  not  think  Congress  would  wish  me  to  change. 

Mr.  Snapp.  How  much  was  deducted  from  the  compensation  pro- 
vided for  in  this  first  paragraph  from  July  1,  1906,  to  January  5, 
1907,  when  the  service  was  withdrawn? 

Mr.  Shallenberger.  You  will  remember  that  we  have  not  certified 
the  payment  for  service  as  yet  to  January  6,  or  rather  to  December  31. 

Mr.  Snapp.  Does  that  mean  you  can  not  answer  the  question  ? 

Mr.  Shallenberger.  It  means  that  I  can  not  give  you  the  exact 
statement.  I  can  give  you  the  statement  for  the  quarter  ended  Sep- 
tember 30.  That  IS  the  only  quarter  in  which  deauctions  have  been 
certified. 

Mr.  Snapp.  How  long  will  it  be  before  the  other  statement  will  be 
ready  ? 

Mr.  Shalt^nberger.  At  the  end  of  March  quarter  we  certify  pay 
and  deduct  for  failures  in  the  quarter  ended  December  31. 

Mr.  Snapp.  I  want  to  find  out  why  this  companv  voluntarily 
abandoned  this  service.  Possibly  it  was  on  account  of  their  failure 
and  the  amount  of  fines  and  deductions? 

Mr.  Shallenberger.  I  can  give  you,  as  I  said,  the  statement  of 
fines  for  the  September  quarter  which  would  appear  as  deductions 
froni  pay  certified  for  December  quarter.  Deauctions  for  serv- 
ice periormed  in  the  December  quarter  will  be  stated  at  the  close  of 
the  quarter  ending  March.  31,  and  we  will  not  be  able  to  announce  the 
deductions  until  the  certification  of  pay  for  that  quarter  has  been 
made. 
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Mr.  Snapp.  "When  was  the  Department  notified  that  the  railroad 
would  discontinue  this  service? 

Mr.  Crew.  About  the  1st  of  December. 

Mr.  Snapp.  Was  it  before  or  after  the  report  of  the  Second  Assist- 
ant Postmaster-General  was  prepared  and  published? 

Mr.  Crew.  Since  the  report  was  published. 

Mr.  Moon.  General,  do  I  understand  you  to  say  that  with  your 
present  information  you  recommend  the  discontinuance  of  both  of 
these  appropriations? 

Mr.  Shaixenberger.  Yes.  During  the  past  year,  especially  in 
recent  months,  I  have  not  found  any  train  service  South  that  could  be 
maintained  within  five  minutes  of  published  schedules  with  any 
satisfaction  to  the  Department  or  any  satisfaction  to  the  company. 
The  dangers  incident  to  an  effort  to  maintain  great  speed  under  the 
congested  conditions  of  traffic,  involving  as  it  does  increased  risk  to 
our  postal  clerks  and  increased  risk  to  the  mails,  leads  me  to  think 
that  I  should  rather  favor  a  slight  reduction  in  the  speed  of  certain 
trains  and  a  greater  regularity  in  maintaining  the  train  schedules 
throughout  the  country.  Therefore  the  action  of  the  last  Congress  in 
imposing  a  deduction  of  pay  on  all  roads  for  their  failure  to  observe 
their  published  schedules  is  a  wise  enactment,  I  think,  and  will  benefit 
the  entire  service 

Mr.  Snapp.  Resulting  thereby  in  a  reduction  of  the  speed  of  a 
large  number  of  trains  in  order  that  they  may  be  on  the  safe  side  and 
be  able  to  make  schedule  time  ? 

Mr.  Shallenberger.  I  am  not  sure  of  that.  The  percentage  of 
mail  traffic  being  so  small  in  proportion  to  other  traffic,  I  am  not  sure 
but  that  the  competition  of  the  roads  will  still  compel  them  to  keep  a 
speed  approximately  as  great;  but  I  will  say  this,  that  they  will 
naturally  desire  to  receive  the  full  mail  pay  allowed  by  law,  and  the 
tendency  will  be  to  give  the  Department  a'  greater  regularity  of  the 
service  throughout  the  country. 

Mr.  Stafford.  Is  one  of  the  reasons  why  you  recommend  the  dis- 
continuance of  this  service  the  fact  that  you  have  had  applications 
from  other  lines  for  added  appropriationsfor  their  mail  service? 

Mr.  Shallenberger.  No;  but  I  have  heard  the  statement  that 
some  railroad  officials  do  not  deem  it  fair  that  they  can  not  share 
special-facility  pay  allotted  by  Congress  to  a  certain  western  road. 
Why  is  it  that  one  road  should  alone  derive  the  benefit  from  a  service 
which  they  jointly  perform  ?  The  quite  recent  developments,  I  think, 
have  led  me  to  say  that,  all  things  considered,  the  advantages  are  now 
so  slight,  even  from  this  service  to  New  Orleans,  which  has  seemed 
for  years  past  to  be  a  decidedly  improved  service,  that  it  should  be 
discouraged.  The  conditions  which  have  made  it  well-nigh  impossi- 
ble to  secure  maintenance  of  schedule  within  the  closing  months  of  the 
last  year  lead  me  to  think  that  it  is  wise  for  Congress  to  discontinue 
the  effort. 

Mr.  Snapp.  Did  you  not  say,  when  before  this  committee  last  year, 
that  this  resulted  in  a  more  expeditious  service  to  the  South  and  New 
Orleans  ? 

Mr.  Shallenberger.  I  did,  and  I  still  think  so. 
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TRANSPORTATION   FOREIGN  MAILS. 

The  Chairman.  General,  in  reference  to  the  item  for  the  transpor- 
tation of  foreign  mails,  you  ask  for  an  increase  of  $268,000,  or  8.93  per 
cent.    What  occasions  that  recommendation  for  increase  ? 

Mr.  Stone.  This  is  based  on  the  cost  of  contract  service  which  will 
continue  in  force  next  year  and  upon  the  percentage  of  increase  of 
other  items  over  previous  years.  There  was  a  deficiency  in  the  appro- 
priation last  year  of  $210,000  and  in  the  year  before  of  $100,000,  and 
it  looks  as  though  there  would  be  a  deficiency  this  year. 

ASSISTANT  SUPERINTENDENT   FOREIGN  MAILS,  NEW  YORK. 

The  Chairman.  The  item  "  For  assistant  superintendent,  division 
of  foreign  mails,  with  headquarters  in  New  York,  N.  Y.,  $2,500 ;"  is  it 
simply  to  pay  the  salary  of  that  assistant? 

Mr.  Stone.  Yes. 

The  Chairman.  Has  that  position  been  filled  by  appointment? 

Mr.  Stone.  Yes. 

Mr.  SiiALi.ENBERGER.  The  position  having  been  filled  by  appoint- 
ment, and  the  need  of  a  chief  clerk  being  apparent,  I  desire  to  recom- 
mend that  these  words  be  added :  "  For  chief  clerk  of  the  sea-post 
service,  $1,600." 

The  Chairman.  Why  do  you  call  it  "chief  clerk  '■  when  you  have 
but  one  ? 

Mr.  Shallenberger.  We  have  clerks  in  the  sea-post  service  who 
are  under  his  jurisdiction. 

The  Chairman.  In  your  recommendation  for  the  Railway  Mail 
Service,  for  the  clerks,  you  ask  for  six  chief  clerks.  Do  you  not 
intend  one  of  them  to  be  available  for  this  assignment  ? 

Mr.  Shallenber(jkr.  One  would  be  available,  and,  as  a  matter  of 
fact,  one  has  been  detailed  for  the  service,  so  that  we  should  need 
one  less  in  the  Railway  Mail  Service. 

The  Chairman.  Then  if  Congress  should  authorize  the  recommen- 
dation you  have  made  with  respect  to  the  Railway  Mail  Service, 
including  six  additional  chief  clerks,  would  it  not  cover  this  very 
point  ? 

Mr.  Shallenberger.  It  would,  and  we  want  to  drop  one  from  it 
and  transfer  him  to  this  service. 

The  Chairman.  Your  recommendation,  then,  is  modified  now  to 
make  that  apply  to  five  instead  of  six,  and  then  make  a  chief  clerk 
at  the  New  York  office,  which  would  not  result  in  any  increase  of  your 
recommendation  as  to  money  ? 

Mr.  Shallenberger.  That  is  the  situation. 

Mr.  Stafford.  A\niat  is  the  personnel  of  the  office  of  assistant 
superintendent  of  foreign  mails,  and  their  salaries? 

The  Chairman.  There  is  onlv  one. 

Mr.  Stafford.  I  understood  "Mr.  Shallenberger  to  say  that  various 
clerks  were  there  in  addition. 

The  Chairman.  They  are  on  the  steamships 

Mr.  Stone.  Doing  the  same  thing  with  respect  to  the  foreign  mails 
as  the  postal  clerks  do  in  the  cars. 
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Mr.  Shallenberger.  The  chief  clerk  will  have  direct  supervision 
of  the  clerks  on  the  steamshius.  He  will  be  assimied  to  dutv  in  the 
office  of  the  assistant  superintendent  of  foreign  mails,  located  at  New 

Mr.  STArPX)RD.  Has  he  any  other  force,  a  clerical  force,  under  him? 

Mr.  Shallenberger.  I  think  not. 

The  Chairman.  It  is  simply  one  man,  who  is  now  detailed  and  act- 
ing as  a  chief  clerk? 

Mr.  Shallenberger.  Yes. 

The  Chairman.  Are  there  now  authorized  by  law  any  such  posi- 
tions as  chief  clerks  of  sea-post  service? 

Mr.  Shallenberger.  There  is  not. 

The  Chairman.  This  would  be  the  single  instance  of  that  designa- 
tion? 

Mr.  Shallenberger.  Yes. 

Mr.  Stafford.  The  clerks  that  are  sorting  the  mail  on  the  high 
seas  are  provided  for  on  your  appropriation? 

Mr.  Stone.  Yes;  as  a  special  division  in  the  item  of  the  trans- 
portation of  foreign  mails,  after  the  "  transportation  of  foreign 
mails,"  following  down  [reads]  : 

That  hereafter  the  Postmaster-General  shall  be  authorized  to  expend  such 
sums  as  may  be  necessary,  not  exceeding  $105,000,  to  cover  one-half  of  the  cost 
of  transportation,  compensation,  and  expense  of  clerks  to  be  employed  In  assort- 
ing and  pouching  mails  in  transit  on  steamships  between  the  United  States  and 
other  postal  administrations  in  the  International  Postal  Union,  etc. 

Mr.  Stafford.  How  many  clerks  are  so  employed,  and  what  are 
their  compensations? 

Mr.  Stone.  There  are  35  of  them,  I  think.  I  can  not  give  you  the 
exact  number. 

Mr.  Stafford.  Can  you  furnish  the  committee  with  the  exact  data  ? 

Mr.  Shallenberger.  We  can  furnish  the  committee  with  the  data. 
There  are  two  classes,  $1,200  and  $1,400  clerks. 

The  Chairman.  And  the  number,  respectively,  in  each  of  the 
classes? 

Mr.  Shaij:.enberger.  Yes,  sir. 

BALANCES   DUE   FOREIGN   COUNTRIES. 

The  Chairman.  The  item  of  balances  of  money  due  foreign  coun- 
tries you  ask  to  be  increased  from  $153,000  to  $179,000.  Please  ex- 
plain how  these  balances  arise. 

Mr.  Stone.  Each  country  pays  money  to  the  other  country  for 
service  rendered  in  carrying  the  mail  of  the  first  country  over  the 
territory  of  the  second  country.  For  instance,  to  illustrate,  if  the 
United  States  wishes  to  send  mail  to  Russia,  passing  over  German 
soil,  we  would  have  to  pay  Germany  a  transit  rate  for  carrying  our 
mail  across  her  territory.  On  the  other  hand,  if  Germany  wanted  to 
send  mail  to  Mexico  by  way  of  the  United  States,  Germany  would 
have  to  pay  the  Unitea  States  for  carrying  her  mail  across  our  ter- 
ritory. Those  accounts  are  kept  and  the  balances  struck,  and  each 
country  settles  with  the  other.  Those  expenditures  for  some  years 
past  have  been  based  upon  statistics  taken  back  in  1896.  Those  sta- 
tistics are  taken  for  a  period  of  twenty-eight  days,  and  on  the  weight 
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ascei-tained  during  those  twenty-eight  days  settlements  are  made  for 
the  following  period,  as  may  be  agreed  upon  by  the  foreign  countries. 

As  I  say,  for  some  years  past  the^e  rat(^  have  been  based  upon  the 
statistics  \aken  and  the  results  ascertained  by  weighing  the  mails 
back  in  1890,  but  according  to  the  action  of  the  International  Postal 
Confereuce  that  met  in  Rome  last  year.  1900,  now  statistics  are  to 
be  taken  in  Mav,  1907,  which  will  aj)ply  during  the  fiscal  year  1908 
to  this  item  uncler  consideration:  and  tliis  increase  in  our  estimate  is 
made  in  consequence  of  a  very  material  increase  of  the  weight  of 
mail  anticipated  to  be  sliown  by  thest*  new  statistics. 

The  Chairman.  Is  it  always  a  bahmce  due  to  the  foreign  countries 
from  the  United  States? 

Mr.  Stone.  Xo;  in  other  cases  there  will  be  balances  due  to  the 
United  States.    In  such  cases  the  money  goes  into  the  Treasury. 

The  Chairman.  When  there  is  a  balance  due  us  from  another 
country  for  that  service  rendered  to  that  country  to  what  use  is  that 
money  applied  when  deposited  with  the  United  States? 

Mr.  Stone.  It  is  not  available  for  our  use. 

The  Chairman.  It  goes  into  the  general  fund,  does  it? 

Mr.  Six)NE.  I  think  so. 

The  Chairman.  Is  credit  given  to  tlie  postal  st»rvice  for  that  fund  ? 

Mr.  Stone.  I  do  not  know  whether  credit  is  given  or  not. 

The  Chairman.  Whenever  there  is  a  payment  by  the  United 
States  to  foreign  countries  on  account  of  balances  due  them  the  ex- 
pense is  always  made  from  this  appropriation,  but  you  can  not  tell 
whether  or  not  we  get  any  credit  for  any  sums  paid  to  us,  or  any 
balance  due  in  our  favor? 

Mr.  Stone.  I  think  it  is  deposited  in  the  Treasury  on  general 
account. 

The  Chairman.  Don't  you  think  the  i)ostal  service  is  entitled  to 
that  as  a  credit? 

Mr.  Stone.  I  do. 

The  Chairman.  What  steps  are  necessary  to  ascertain  how  that 
credit  should  be  given  to  the  postal  revenues? 

Mr.  Stone.  \  should  think  likely  the  Treasury  Department  would 
be  the  one  to  answer  authoritatively. 

The  Chairman.  Can  you  inform  the  committee  by  letter,  without 
too  much  unnecessary  research,  how  these  balances  have  run  for  the 
period  of  the  last  ten  years  ? 

Mr.  Stone.  I  think  so. 

The  Chairman.  Will  you  be  kind  enough  to  send  a  letter  to  the 
committee  stating  the  amount  of  the  balance  paid  or  received  each 
jear  for  the  past  ten  years? 

Mr.  Stone.  I  think  we  will  have  to  get  that  from  the  Treasury 
Department  or  the  Auditor's  office,  but  I  oelieve  it  is  obtainable. 

The  Chairman.  It  would  seem  natural,"  would  it  not,  that  the 
amount  of  work  that  we  do  for  other  governments  would  at  least 
equal  what  they  do  for  us  ?  Or  is  it  your  information  that  our  mail 
is  so  heavy  into  other  countries  that  we  are  obliged  to  depend  upon 
intermediate  countries  transporting  it  ? 

Mr.  Stone.  I  should  sa,y  oflFhand  that  one  would  compensate  the 
other. 

The  Chairman.  And  yet  there  has  been  an  average  payment  of 
this  fund,  for  at  least  the  last  seven  years,  of  about  $150,000,  the 
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average  expenditure  being  about  $140,000  a  year,  although  the  aver- 
age appropriation  has  been  about  $150,000.  Those  figures  indicate 
the  total  appropriations  and  the  total  expenditures,  from  which  it 
would  appear  that  the  balance  has  been  decidedly  against  us,  at  least 
since  1900. 

Mr.  Stone.  No;  it  would  mean  the  net  amount  that  we  would 
have  to  remit  to  certain  countries,  but  it  would  not  include  the  amount 
which  other  countries  remitted  to  us. 

The  Chairman.  This  is  for  "  balances  due,"  and  would  it  not  be 
better  to  change  this  and  make  it  "  amount  due?  " 

Mr.  Stone.  No;  it  is  only  balances  on  those  particular  accounts 
against  us. 

The  Chairman.  There  is  nothing  to  show  that  there  are  any  in  our 
favor. 

Mr.  Stone.  These  are  the  ones  I  refer  to  that  are  turned  into  the 
Treasury. 

Mr.  Moon.  You  say  that  as  to  a  letter  sent  from  here  to  St.  Peters- 
burg, through  Germany,  we  have  to  pay  the  German  Government  for 
carrying  it  over  their  territory?  Ave  have  to  pay  it  to  the  German 
postal  fine  on  an  international  agreement? 

Mr.  Stone.  By  an  international  agreement  applicable  to  all 
countries. 

Mr.  Moon.  Then  we  pay  the  passage  over  Bussian  territory,  too? 

Mr.  Stone.  No;  after  it  reaches  the  boundary  line  the  Russian 
Government  takes  care  of  it. 

The  Chairman.  The  item  relating  to  the  pavment  of  travel  and 
miscellaneous  expenses  iu  the  Second  Assistant  l^ostmaster-General's 
office  was  discussed  already  in  connection  with  an  earlier  item.  This 
closes  the  items  under  discussion  in  the  Second  Assistant's  office,  ex- 
cept those  passed  by  for  a  later  date. 

(Thereupon,  at  1.35  o'clock  p.  m.,  the  subcommittee  adjourned.) 


Post-Oppice  Dkpahtment, 
Second  Assistant  Postmaster-General, 

Washimfon^  J'tnuary  15,  1907. 
Sir:  Replying  to  the  verbal  inquiry  of  your  committee,  1  have  to  inform  you  that 
the  total  numl)er  of  United  States  sea  post  clerks  in  the  service  is  31,  of  whom  16 
receive  a  salary  of  $1,400  per  annum  and  subsistence  while  abroad,  and  15  receive  a 
salary  of  $1,200  per  annum  and  subsistence  while  abroad. 
Very  respectfully, 

W.  S.  Shallenberger, 
Second  Amstant  Postnuuter- General. 
Hon.  .Jesse  Overstrekt, 

Chairman^  CommUtee  on  the  Po^t-Office 

and  Post  RoadSj  House  of  Representatives, 


Post-Ofpice  Department, 
Second  Assistant  Postmastek-Ctteneral, 

Washmfffony  January  16 ^  1907, 
Sir:  Reply inj?  to  the  verbal  request  that  your  committee  be  furnished  with  a  state- 
ment showing  the  amounts  received  from  forei^  countries  as  balance  due  from  them 
on  account  of  the  transportation  of  their  mails  by  years  for  the  past  ten  vear?*,  and 
whether  the  said  amounts  are  credited  to  the  postal  revenue,  I  submit  herewith  a 
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copy  of  a  letter  received  from  the  Auditor  of  the  Treasury  for  the  Post-Office  Depart- 
mpnt,  who  is  charged  with  keeping  such  accounts,  which  gives  you  the  desired 
information. 

Very  respectfully,  W.  S.  Shallenberrbr, 

Second  Assiatant  Postmaster- GeneraL 
Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-Office  and  Post- Roads j 

House  of  Pepresentaiires, 


Treasury  Department, 

Wa»hin{j1on,  January  16,  1907. 
Sir:  Agreeably  to  the  request  contained  in  yonr  letter  of  the  12th  instant,  I  beg  to 
submit  herewith  a  statement  showing  the  amounts  received  from  foreign  countries  as 
balan(*.es  due  on  account  of  the  trannpc^rtation  of  their  mails,  for  the  period  com- 
mencing January  1, 18S)6,  and  ending  December  31, 1905,  the  latest  date  of  settlement. 

Year—  '  Year — 

1896 $124,928.29  I          1902 $161,258.71 

18)7 167,40t».27  ,           1903 165,299.44 

1898 :  107,320.94             1904 196,439.58 

1899 152,182.39             1905 75,827.59 

1900 160,326.24  1  

1901 152,863.54.             Total 1,463,855.99 

I  may  add  that  the  above  sums  are  treated  as  postage  collected  in  money  and  are 
deposited  in  the  United  States  Treasury  to  the  credit  of  postal  revenue. 
Respectfully, 

Ernest  G.  Timme,  Auditor. 
The  Second  Assistant  Postmaster-General, 

Post- Office  Department, 


Committee  on  the  Post-Office  and  Post-Roads, 

Monday^  January  i^,  1907. 
Committee  called  to  order  at  10.35  a.  ra. 

STATEMENT  OF  HON.  EDWIN  C.  MADDEN,  THIBD  ASSISTANT 
POSTMASTEB-GENEBAIi. 

MANUFACTURE   OF  POSTAGE  STAMPS. 

The  Chairman  (Mr.  Overstreet).  Mr.  Madden,  we  will  consider 
this  morning  the  item  of  the  appropriation  bill  within  the  jurisdic- 
tion of  the  Third  Assistant.  At  the  outset,  1  would  like  to  inquire 
what  the  status  is  with  reference  to  your  jurisdiction  in  the  manufac- 
ture of  stamps.  Does  the  Department  still  secure  the  stamps  through 
manufacture  under  your  jurisdiction,  or  are  they  now  under  the  juris- 
diction of  the  purchasing  agent  as  a  supply? 

Mr.  Madden.  The  regulation  recjuires  that  the  specifications  be 
formulated  in  the  olfice  of  the  Third  Assistant  Postmaster-General, 
and  that  they  be  reviewed  by  the  purchasing  agent  and  agreement 
reached,  and  he  lets  th  *-  contract,  or  buys  the  article,  whatever  it  is. 

The  Chairman.  But  in  determining  the  amount  of  aj)propriation  to 
cover  the  cost  of  the  manufacture  of  postage  stamps,  is  it  proper  to 
consider  that  as  with  the  Third  Assistant  or  the  purchasing  agent? 

Mr.  Madden.  I  have  never  thought  that  was  with  the  purchasing 
agent  at  all. 
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The  Chairman.  Then  you  ate  informed  with  reference  to  that  item 
of  appropriation  the  same  as  you  have  heretofore  been. 

Mr.  Madden.  Yes,  exactly. 

The  Chairman.  And  when  we  come  to  the  manufacture  of  stamped 
envelopes,  is  the  same  thing  true^ 

Mr.  Madden.  The  same  thing  is  true. 

The  Chairman.  And  yet  the  authority  for  the  execution  of  the  con- 
tracts falls  rather  more  directly  under  the  purchasing  agents 

Mr.  Madden.  Under  the  opinion  of  the  Assistant  Attorney-lTeneral, 
stamped  envelopes  are  supplies. 

The  Chairman.  The  first  item  which  you  will  see,  from  the  arrange* 
ment  of  the  skeleton  bill  on  page  ii6^  refers  to  the  estimate  of  the 
Department  for  the  manufacture  of  stamps;  and  there  you  ask  an 
increase  of  $41,000,  or  7.45  per  cent.  Was  the  contract  let  for  a  new 
period  of  four  years? 

Mr.  Madden.  Yes. 

The  Chairman.  And  is  this  estimate  based  upon  an  increase  in  rate 
for  manufacture  or  an  increased  supply  of  stamps? 

Mr.  Madden.  Based  upon  the  increased  supply  at  the  old  rate^  be- 
cause we  did  not  know  the  new  rate.  The  bids  were  not  opened  until 
after  the  estimates  were  prepared. 

The  Chairman.  Have  you  any  additional  information  to  give  the 
committ(»e  on  this  appropriation  in  the  light  of  that  contract? 

Mr.  Madden.  I  have  not;  I  have  never  seen  the  bills. 

The  Chairman.  Then  you  do  not  know  whether  it  would  require  a 
greater  or  a  less  sum  ( 

Mr.  Madden.  1  believe  it  would  be  about  the  same,  on  the  average; 
but  I  am  not  positive  on  that  point. 

The  Chairman.  You  will  remember  that  last  year  the  committee 
arbitrarily  increased  by  a  considerable  sum  the  amount  of  the  estimate 
for  this  to  avoid  the  possible  embarrassment  of  there  not  being  enough 
money  to  meet  the  real  and  proper  demands  of  the  public  for  stamps. 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  And  the  leeway  was  regarded  as  better  than  to 
exempt  the  Department  from  the  operation  of  the  law  against  deficien- 
cies. 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  Have  you  taken  into  account  that  arbitrary  increase 
in  making  the  estimate  of  a  greater  increase  this  year? 

Mr.  Madden.  No;  that  arbitrary  increase  of  last  year  accounts  for 
the  fact  that  our  estimates  this  year  are  leas  than  the  appropriations 
for  the  last  year. 

The  Chairman.  So  that  if  the  committee  had  not  arbitrarily 
increased  that,  there  would  probabl}^  have  been  a  deftciencj^  this  year  il 

Mr.  Madden.  I  think  there  would  have  been,  but  I  am  not  prepared 
to  answer  that  question  offhand. 

The  Chairman.  Of  course;  my  understanding  is  that  whatever  this 
appropriation  is,  it  is  merely  used  for  the  manufacture  of  stamps  to 
meet  the  demand  for  stamps. 

Mr.  Madden.  That  is  right. 

The  Chairman.  And  if  that  demand  should  be  slow  the  appropria- 
tion would  not  be  used;  and  if  it  should  be  excessive,  and  the  appro- 
priation exhausted,  ^'^ou  would  have  no  right  to  make  a  deficiency;  so 
therefore  the  public  would  be  greatly  embarrassed. 

Mr.  Madden.  Yes. 
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The  Chaibman.  And  for  that  reason  the  arbitrary  increase  is  to 
afford  an  easewav;  and,  notw^ithstanding  that  arbitrary  increase,  you 
are  not  going  to  nave  as  ranch  money  this  year  to  meet  the  real  demand 
for  stamps.     Is  that  your  understanding? 

Mr.  Maddex.  That  is  about  it;  yes.  With  regard  to  postage,  the 
increases  in  the  issue  of  ordinary  stamps,  includmg  those  issued  in 
book  form,  during  the  fiscal  year  ending  June  30,  1906,  was  9.27  per 
cent  over  the  issue  of  the  previous  3^ear  and  10  per  cent  is  implied  in 
estimating  the  increase  for  the  year  1908.  I  notice  in  your  skeleton 
bill  here  that  there  is  a  decrease  from  the  appropriation  of  last  year  of 
$40,000. 

The  Chaibman.  Yes;  I  see  that  I  made  an  error  there. 

Mr.  Madden.  Yes;  it  is  a  decrease. 

MANUFACTUBE    OF    STAMPED    ENVELOPES    AND    NEWSPAPEB   WBAPPEB8. 

The  Chaibman.  The  next  item  is  for  the  manufacture  of  stamped 
envelopes  and  newspaper  wrappers.  You  ask  for  an  increase  of 
$227,000,  or  21.11  per  cent.  Is  there  any  increase  in  the  rate  to  be 
paid  for  the  manufacture  of  stamped  envelopes  and  newspaper  wrap- 
pers, or  is  this  increase  to  meet  the  greater  volume  required? 

Mr.  Madden.  The  greater  volume. 

The  Chairman.  Has  there  been  any  change  in  the  contract  for  that 
character  of  work? 

Mr.  Madden.  If  my  memory  serves  me  correctly,  the  advertise- 
ments have  been  placed  for  the  new  contract,  but  I  do  not  know  that 
the  bids  are  in,  and  do  not  know  at  what  figure  the  new  contract  will 
be  let. 

The  Chairman.  When  does  the  existing  contract  expire? 

Mr.  Madden.  In  about  six  months  from  now,  1  should  say. 

The  Chairman.  And  this  estimate  is  based  upon  the'  existing 
contract? 

Mr.  Madden.  The  old  contract;  yes. 

The  Chairman.  And  the  figures  may  be  modified  by  the  new 
contract? 

Mr.  Madden.  Yes. 

The  Chairman.  When  is  it  likely  that  the  figures  for  that  new  pro- 
posal will  be  available  at  your  oflice? 

Mr.  Madden.  They  come  to  the  purchasing  agent  and  are  not  avail- 
able to  me  unless  I  get  them  indirectly. 

The  Chairman.  Do  you  know  whether  they  are  to  be  opened  within 
a  reasonable  time? 

Mr.  Madden.  I  think  they  are  to  be  opened  pretty  soon,  but  just 
when  I  can  not  say.     I  did  not  inform  myself  before  coming  up. 

The  Chairman.  This  estimate  is  based  upon  the  existing  contract? 

Mr.  Madden.  Yes,  sir. 

Mr.  Llotd.   Who  qianufactures  the  stamped  envelopes? 

Mr.  Madden.  The  Hartford  Manufacturing  Company,  of  Hartford, 
Conn. 

Mr.  Lloyd.  Do  you  let  the  contract  to  the  lowest  and  best  bidder? 

Mr.  Madden.  Yes,  sir. 

Mr.  Lloyd.  At  four-year  periods? 

Mr.  Madden.  Yes,  sir. 

Mr.  Lloyd.  It  is  open  to  any  competitor  that  may  desire  to  enter? 

p  O  A  B— 07 16 
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Mr.  Madden.  Ye.s,  sir. 

Mr.  Lloyd.  Anywhere  in  the  United  States^ 

Mr.  Maddex.  Ve«,  sir. 

Mr.  Lloyd.  And  what  are,  in  *jeneral,  the  terms  of  the  proposals 

Mr.  Madden.  It  is  a  document  as  large  as  this  bill,  so  I  could  not 
very  well  recite  it. 

Air.  Lloyd.  Are  all  of  the  specifications  sent  to  everybody  if 

Mr.  Madden.  To  all  of  those  who  ask  for  them  in  response  to  the 
advertisement.    The  terms  are  generally  specified  in  them. 

Mr.  Lloyd.  Have  you  had  any  complaint  from  any  publishers  of 
newspapers,  or  other  publishers,  against  the  Government  furnishing 
envelopes? 

Mr.  Madden.  Once  in  a  while  there  is  one;  yes,  sir. 

Mr.  Lloyd.  Do  you  know  whether  it  is  based  upon  a  misconception 
of  the  facts  themselves — that  they  are  manufactured  by  the  Government, 
or  under  a  private  contract,  or  how  i 

Mr.  Madden.  The  complaint  is  substantially  this,  as  I  understand 
it,  that  because  of  the  Government  printing  the  return  card  on  the 
envelope  deprives  printei*s  here  and  there  of  that  much  work.  The 
Government  limits  the  printing  to  the  bare  name  and  address  of  the 
sender  and  the  request  to  return  in  so  many  days. 

Mr.  Lloyd.  That  stamped  envelope  is  sent  to  the  Government  Print- 
ing Office 

Mr.  Madden.  No;  it  is  printed  by  the  conti-actor.  He  prints  every- 
thing at  one  time,  the  stamp  on  the  envelope  and  the  return  request. 

Mr.  Lloyd.  Why  should  there  be  any  complaint  about  the  printing 
if  that  printing  is  let  through  a  public  bid? 

Mr.  Madden.  I  think  that  there  should  be  no  complaints,  inasmuch 
as  the  opportunity  to  all  is  open  to  bid  at  the  time  the  contract  is  let 

The  Chairman.  Have  you  any  other  matter  that  you  care  to  call  to 
the  attention  of  the  committee  in  connection  with  this  item  ? 

Mr.  Madden.  Only,  I  would  say,  that  it  is  a  great  benefit  to  the 
service  to  have  the  return  card  prints  on  the  envelopes,  for  the  per- 
centage of  letters  which  fail  of  delivery  are  then  ea^^ily  returned  to 
the  sender.  They  are,  too,  more  expeditiously  handled  than  ordinary 
envelopes  with  stamps  placed  upon  them,  for  the  reason  that  the  stamp 
is  always  found  to  be  in  the  proper  place;  and  whether  it  be  cancelled 
or  not  by  the  machines  the  fact  tliat  it  passed  through  the  mail  is 
always  evidenced  by  the  breaking  open  of  tlie  envelope  after  delivery. 
It  is  impossible  to  use  that  again.  There  are  other  incidental  advan- 
tages in  the  stamped  envelopes  which  I  could  name,  but  they  are  not 
fresh  in  my  mind  at  present. 

Mr.  FiNLEY.  And  also  relieve  somewhat  the  burden  in  the  dead- 
letter  office. 

Mr.  Madden.  Oh,  yes.  The  constant  and  great  increase  in  the 
demand  of  the  public  for  these  return  card  envelopes  shows  the  appre- 
ciation of  the  public  of  that  service. 

PAY  OF   AGENTS  AND   ASSISTANTS   TO   DISTRIBUTE   STAMPED    ENVELOPES 
AND   NEWSPAPER   WRAPPERS. 

TJie  Chairman.  The  next  item  is  for  the  pay  of  agents  and  assist- 
ants to  distribute  stamped  envelopes  and  newspaper  wrappers.     You 
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ask  for  a  slight  increase  there  of  $660.  Is  that  for  an  additional 
employee? 

Mr.  Madden.  Yea,  sir;  it  is  for  additional  help.  The  factory  is 
working  very  much  of  the  time  now  at  night,  and  we  find  that  we  can 
not  give  the  proper  supervision. 

The  Chairman.  That  $660  is  intended  to  employ  one  additional 
person,  is  it? 

Mr.  Madden.  One  additional  laborer,  if  I  remember  correctly. 

The  Chairman.  And  not  intended  to  distribute  to  those  now 
employed  by  way  of  increases? 

Mr.  Madden.  No. 

Mr.  Snapp.  Where  is  this  agency  i 

Mr.  Madden.  In  Hartford,  Conn. 

manufacture  of  postal  cards. 

The  Chairman.  The  next  item  is  for  the  nianufticture  of  postal 
cards,  and  you  recommend  a  decrease  of  $36,000.  There  was  similar 
action  taken  by  the  committee  with  reference  to  this  item  respecting 
an  arbitrary  increase  of  amount,  and  j'ou  found  for  the  next  fiscal  year 
that  you  can  meet  a  1  the  purposes  with  §36,000  lesjs^ 

Mr.  Madden.  That  is  our  estimate. 

The  Chairman.  What  is  the  period  of  that  contract;  when  does  it 
expire  i 

Mr.  Madden.  That  w^s  recently  made,  sufficiently  recent  to  enable 
us  to  base  thi^  estimate  upon  the  figures. 

The  Chairman.  Was  that  let  under  the  same  method,  by  public 
advertisements 

Mr.  Madden.  It  was. 

The  Chairman.  And  what  concern  secured  the  contract? 

Mr.  Madden.  I  am  at  present  at  a  loss  for  the  name. 

The  Chairman.  Was  it  the  same  concern  as  before? 

Mr.  Madden.  No;  the  prior  contractor  died,  and  his  estate  cjirried 
out  the  contract.  The  new  contract,  if  I  am  correct,  is  let  to  a  com- 
panv  which  formerly  manufactured  the  paper  for  the  old  contractor. 

The  Chairman.  Is  the  conti'act  that  is  now  in  effect  more  advanta- 
geous or  less  advantageous  to  the  Government  than  the  former 
contract? 

Mr.  Madden.  Somewhat  more  advantageous,  I  think,  but  I  am  not 
positive  about  that. 

The  Chairman.  Do  you  regard  it  as  equally  as  good  or  better? 

Mr.  Madden.  About  the  same. 

Mr.  Snapp.  Where  were  the  specifications  for  that  contract  pre- 
pared? 

Mr.  Madden.  In  the  Third  Assistant's  Bureau. 

Mr.  Snapp.  Was  that  contract  let  to  the  lowest  bidder? 

Mr  Madden.  It  was. 

PAY  OF  AGENTS  AND  A8SKSTANTS  TO  DISTRIBUTE   POSTAL  CARDS,  ETC. 

The  Chairman.  The  item  of  appropriation  for  the  pay  of  agents  and 
assistants  to  distribute  postal  cards  and  expenses  of  agency  is  the 
same  as  the  present  law.     There  is  no  change  in  that? 
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Mr.  Madden.  Yes. 

Mr.  Snapp.  Is  that  agenc}^  also  at  the  place  of  manufacture  if 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  Where  is  the  place  of  manufacture  under  the  pres- 
ent contract  if 

Mr.  Madden.  Rumford  Falls,  Me. 

The  Chairman.  Where  was  it  under  the  preceding  contracts 

Mr.  Madden.  At  the  same  place. 

The  Chairman.  The  same  place,  but  a  different  contractor^ 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  As  to  the  contract  for  postal  cards  and  the  contract 
for  stamped  envelopes,  upon  whom  is  the  burden  for  pa3-ing  the 
charges  for  delivery  to  post-offices  throughout  the  country? 

Mr.  Madden.  They  are  accepted  in  the  mails  as  mail  matter,  and 
under  certain  conditions,  when  there  are  carload  lots,  the}^  are  sent 
by  freight  whenever  it  is  advantageous  to  do  so. 

Mr.  Stafford.  Has  any  criticism  arisen  with  respect  to  the  con- 
tract for  stamped  paper  from  manufacturers  of  envelopes,  that  the 
payment  of  freight  charges  by  the  Government,  or  the  transporting 
of  them  in  the  mail,  was  an  undue  advantage  the  Government  had 
in  the  sale  of  these  envelopes  whereb}^  private  contractors  could  not 
compete  with  the  Government? 

Mr.  Madden.  Not  that  I  know  of;  and  inasmuch  as  it  is  open  to  all 
on  equal  terms,  I  don't  see  how  complaints  can  be  made  about  that, 
because  the  contractor  can  have  the  same  advantage. 

Mr.  Stafford.  Any  contractor  that  would  have  sufficient  means  to 
undertake  such  a  large  contract,  involving  the  expenditure  of  over  a 
million  dollars,  might  be  able  to  compete,  but  a  small  supplier  of 
envelopes,  though  he  might  be  capitalized  for  $100,000,  might  not  be 
in  a  position  to  compete,  for  the  product  of  the  (Tovernment  would 
come  in  direct  competition  with  the  sale  of  envelopes  without  the 
embossed  stamp. 

Mr.  Madden.  The  terms  of  the  contract  say:  **And  acceptance  by 
the  Government  at  the  place  of  manufacture." 

Mr.  Stafford.  I  was  not  taking  up  the  question  of  the  outside  con- 
tractor having  any  ground  of  complaint  as  to  the  wording  of  the  con- 
tract, but  I  am  making  the  point  whether  the  manufacturers  of  envel- 
opes might  not  criticise  the  undue  advantage  the  Government  has  in 
dropping  down  envelopes  at  any  place  in  the  country  in  competition 
with  their  wares,  at  reduced  rates,  because  the  Government  is  paying 
the  railwa}^  mail  charge  on  them  and  not  taking  that  into  consideration 
in  estimating  the  price. 

Mr.  Madden.  I  know  of  no  such  complaint. 

assistant  superintendents  and  special  agents  division  of 

classification. 

The  Chairman.  The  next  item  is  on  page  38  in  italics,  which  were 
items  estimated  originally  for  transfer  of  the  legislative  bill  with  ref- 
erence to  superintendents  of  Division  of  Registry  and  Classification. 
Those  are  contained  and  carried  in  the  legislative  bill,  as  1  understand  it. 

Mr.  Madden.  Yes. 


POST-OFFICE   APPROPRIATION    BILL.  245 

SHIP,  STEAMBOAT,  AND   WAY   LETTERS. 

The  Chairman.  The  appropriation  for  ship,  8teamV>oat,  and  way 
letters  is  just  the  same? 
Mr.  Madden.  Just  the  same. 

PAYMENT  OF   LIMITED  INDEMNITY. 

The  Chairman.  And  that  is  true  also  with  reference  to  the  limited 
indemnity  ? 

Mr.  Madden.  Yes,  sir. 

Mr.  FiXLEY.  Under  what  conditions  do  you  give  an  indemnity? 

Mr.  Madden.  Under  the  condition  that  it  is  mailed  and  receipted 
for  in  the  registry  division,  is  paid  for  at  the  first-class  rate,  and  that 
it  is  mailed  out  and  addressed  to  a  United  States  post-oflSce. 

Mr.  FiNLEY.  Does  that  apply  to  the  work  of  the  rural  carriers  who 
register  mail? 

Mr.  Madden.  Yes,  sir. 

Mr.  FiNLEY.  That  is,  if  a  registered  letter  is  placed  in  their  hands 
it  is  the  same  as  mailed  at  a  post-office^ 

Mr.  Madden.  It  is;  also  by  the  letter  carrier  at  the  door  in  the 
large  cities. 

Mr.  FiNLEY.  What  amounts  are  paid? 

Mr.  Madden.  Twent3^-five  dollars  Is  the  limit  on  anv  one  piece. 

Mr.  FiNLEY.  Those  are  the  only  conditions  imder  which  the  indem- 
nity is  paid? 

Mr.  Madden:  We  pay  for  loss  or  rifling,  but  not  for  damage. 

Mr.  FiNLEY.  In  the  event  you  are  unable  to  place  the  responsibility 
for  the  loss,  then  you  pay? 

Mr.  Madden,  ray  the  sender  or  the  owner,  yes;  sometimes  the 
sender  and  sometimes  the  addressee. 

TRAVELING    AND  MLSCELLANEOUfl    EXPENSES. 

The  Chairman.  The  traveling  expense  account  of  your  office  has 
been  allowed  uniformly  at  a  thousand  dollars.  For  the  last  two  years 
it  has  been  very  slightly  drawn  upon.  Does  that  indicate  that  you 
think  that  is  too  high  an  allowance? 

Mr.  Madden.  No;  it  indicatt^s  that  we  do  not  have  the  business  to 
use  it  as  we  might  have  at  any  time. 

EMPLOYMENT  OF   SPECIAL  COUNSEL. 

The  Chairman.  Mr.  Madden,  as  to  the  item  which  has  been  carried 
from  year  to  year  for  the  employment  of  special  counsel,  I  will  say 
that  I  am  in  receipt  of  a  letter  from  the  Postmaster-General  asking  a 
reappropriation  of  that  amount.  Will  you  please  tell  the  committee 
how  much  is  yet  remaining  unexpended? 

Mr.  Madden.  There  remained  at  the  close  of  the  fiscal  year  15,362.68 
unexpended. 

The  Chairman.  What  suits,  if  any,  are  undetermined  and  pending 
that  are  being  cared  for  by  that  item? 

Mr.  Madden.  There  was  one  just  concluded  in  the  court  of  appeals 
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of  Virginia  known  as  the  Wiener-Shipp  case.  There  are  several  cases 
still  pending. 

The  Chairman.  You  estimate  a  reappropriation  of  that  sum  without 
increase  if 

Mr.  Madden.  Yes,  sir. 

DESIGNATION    OF     EMPLOYEES    TO     SIGN    WARRANTS,    COLLECTION     AND 

TRANSFER  DRAFTS. 

The  Chairman.  Under  date  of  January  6, 1907, 1  am  in  receipt  of  a 
letter  which  1  desire  to  put  into  the  record  at  this  time;  but  1  will  read 
it,   and  ask  what  you  may  have  to  say  about  it.     (Reads:) 

Poot-Office  Department, 
Office  of  the  Postmaster-General, 

Wdshhigtoit,  D.  C,  January  6,  1907. 

My  Dear  Sir:  I  have  the  honor  to  submit  the  followinj?  draft  of  a  paragraph  which, 
if  it  meets  your  approval,  I  should  be  pleased  to  have  incorporated  in  the  pending 
post-office  appropnation  bill: 

'*That  hereafter  the  Postmaster-General  may  from  time  to  time  designate  any 
employee  in  the  office  of  the  Third  Assistant  Postmaster-General  above  the  grade  of 
a  clerk  of  class  K  to  sign  warranto,  collection  and  transfer  drafts  in  his  stead,  and 
such  warrants  and  drafts  when  so  signed  shall  be  of  the  same  validity  as  if  signed  by  the 
Post  master-General . ' ' 

Under  the  act  of  March  3,  1903  (sec.  6,  ch.  1009),  the  Postmaster-General  is 
authorized  to  designate  any  otficer  of  the  Post-Office  Department  above  the  grade 
of  a  clerk  of  class  4  to  sign  warrants,  collection  and  transfer  drafts  in  his  stead.  Under 
this  authority  10  officers  employed  in  various  divisions  of  the  Bureau  of  the  Third 
Assistant  Postmaster-General  have  been  designated  for  that  purpose,  but  only  two  of 
them  are  connected  with  the  division  of  finance,  where  such  warrants  are  drawn  and 
issued. 

The  business  has  so  increased  that  it  requires  from  1,000  to  1,800  signatures  a  day, 
and  in  order  to  establish  a  more  bu.^iness-l ike  arrangement  and  secure  greater  facility 
of  dispatch,  as  well  as  greater  security,  it  is  desired  that  authority  of  law  be  given 
for  the  designation  of  some  clerk,  or  clerks,  as  well  as  officers  above  the  grade  of  a 
clerkship,  for  the  purpose  of  signing  as  the  needs  of  the  service  may  require;  and  it 
is  desired  to  confine  the  authority  to  sign  to  the  office  where  the  warrants  and  drafts 
are  issued.  The  present  limitations  to  officers  above  the  grade  of  clerk  of  the  fourth 
class  is  disadvantageous  in  many  espects.  The  time  and  attention  of  those  oflfiwrs, 
especially  those  not  connected  w'ith  the  division  where  the  warrants  are  issued,  should 
be  devoted  wholly  to  their  regular  duties.  The  frequent  calls  upon  them  for  sig- 
natures have  resulted  in  embarrassment  and  delay  to  important  work  pertaining  to 
the  divisions  with  which  they  are  connected. 

Very  respectfully,  Geo.  B.  Cortelvou, 

Pofitmaster-  Generfti. 

Hon.  Jesse  Overstreet, 

Chairmoh,  the  Committee  mi  the  Post-Office  and  Post-Jioad^j 

House  of  Representailves,  Washingtoti^  T),  C 

Mr.  Madden.  It  .seems  to  me  that  that  i«  complete;  but  I  may  say 
that  in  the  finance  division,  where  warrants  are  drawn,  there  have  been 
great  delays  because  the  superintendent  could  not  devote  his  time 
entirely  to  signing  warrants,  as  it  would  take  him  more  than  a  da}'  to 
sign  his  name  1,800  times. 
The  Chairman.  Briefly,  what  are  those  warrants^ 
Mr.  Madden.  For  railway  mail  service,  rural  free  delivery  service, 
and  all  expenses  for  which  this  committee  appropriates  in  the  regular 
way,  excepting  those  paid  by  the  postmaster. 
The  (Chairman.  You  speak  of  warrants  and  drafts.     What  are  they  < 
Mr.   Madden.  They  are  small  in   number,   and  are   dmfts   upon 
postmasters. 
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The  Chairman.  Do  I  understand  that  if  this  recommendation  should 
be  followed  and  this  particular  draft  which  is  recommended  should  be 
adopted  into  law  it  would  then  leave  the  authority  for  the  designation 
of  clerks  for  signatures  open,  so  that  any  number  necessary  for  the 
purpose  could  be  designated? 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  And  that  in  such  a  case  those  designations  would 
be  made  from  the  particular  division  where  the  warrants  are  issued? 

Mr.  Madden.  Yes;  it  is  the  desire  to  do  that. 

The  Chairman.  Have  you  no  authority  now  to  designate  more  than 
you  now  have? 

Mr.  Madden.  No;  we  must  designate  officers  above  the  grade  of 
fourth-class  clerks.  That  takes  at  least  a  $2,000  man  or  the  superin- 
tendent. 

The  Chairman.  Wouldn't  this  make  such  an  opening  that  it  would 
be  entirely  possible  for  you  to  have  a  low-grade  clerk  sign  warrants, 
and  is  it  advisable  to  have  a  low-grade  clerk  receive  that  authority? 

Mr.  Madden.  The  veiy  pui'pose  of  it  is  to  be  able  to  designate  some 
one  clerk  or  clerks  for  that  purpose,  because  the  superintendent  can 
employ  himself  to  better  advantage  than  the  mere  signing  of  war- 
rants. 

The  Chairman.  What  is  the  compensation  of  clerks  of  class  3  and  4  i 

Mr.  Madden.  Class  4  is  $1,800,  class  3  is  *1,(>00,  class  2  $1,400. 

The  Chairman.  So  that  if  it  should  be  authorized,  no  designation 
could  be  made  for  a  clerk  below  $1,800  to  sign  a  warrant? 

Mr.  Madden.  Oh,  yes;  down  to  class  E,  which  would  be  $1,000. 

The  Chairman.  Then  a  clerk  receiving  a  thousand  dollar  compen- 
sation could  be  designated  to  sign  important  warrants? 

Mr.  Madden.  Above  that  grade. 

The  Chairman.  Then  it  would  be  $1,100? 

Mr.  Madden.  We  have  none  at  less  than  $1,200.  It  would  be  a 
$1,200  clerk. 

The  Chairman.  Do  you  think  it  is  advisable  to  grant  authority  for 
the  designation  of  a  clerk  drawing  no  higher  salary  than  $1,200  to 
sign  important  warrants  and  drafts? 

Mr.  Madden.  Yes,  sir;  I  think  it  is,  because  there  is  not  an  officer 
who  signs  them  who  knows  at  the  time  whether  they  are  correctly 
drawn  or  not. 

The  Chairman.  It  is  a  perfunctoiy  matter. 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  Are  those  warrants  carefully  scrutinized  by  high 
officers? 

Mr.  Madden.  They  are  scrutinized  bj'  those  charged  with  the 
responsibility  of  drawing  them.  They  are  checked  up  by  frequent 
checks,  so  that  by  the  time  they  go  out  for  signature  there  is  hardly 
a  possibility  of  error. 

The  CiiAiRAfAN.  In  the  execution  of  the  signature  b}^  the  designated 
clerk,  is  his  work  initialed  in  any  wa}^  so  that  it  could  be  traced  to  the 
official  who  made  the  signature? 

Mr.  Madden.  The  signature  would  tell  for  itself. 

The  Chairman.  1  know;  but  supposing  your  signature  was  being 
executed  by  a  clerk  ? 

Mr.  Madden.  My  signature  is  printed  and  signed  for  nie  by  the 
clerk. 
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The  Chairman.  When  the  clerk  signs,  does  he  sign  his  own  namef 

Mr.  Madden.  His  own  name. 

The  Chairman.  So  that  each  warrant  would  show  which  particular 
designated  clerk  signed  the  warrant? 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  So  that  it  is  a  matter  easily  to  be  traced  in  case  of 
error? 

Mr.  Madden.  Oh,  yes. 

Mr.  Stafford.  How  many  checks  are  placed  on  one  of  these  war- 
rants? 

Mr,  Madden.  For  instance,  take  a  railway  mail  service  item,  a  pay- 
ment for  service.  The  Second  Assistant  certifies  first  that  the  service 
has  been  performed,  and  it  is  then  subjected  to  the  Auditor's  scrutiny 
to  know  whether  the  appropriation  is  available  to  pav  it  and  receive 
the  authority  of  the  Auaitor  to  issue  the  warrant,  'f  hen  it  is  trans- 
ferred to  the  Third  Assistant  Postmaster-General,  who  checks  it  again 
against  the  appropriation  and  issues  the  warrant  and  signs  it.  That 
is  the  formality  worked  out  to  issue  a  payment  for  a  proper  appropri- 
ation. 

Mr.  Stafford.  Through  how  many  different  sets  of  clerks  do  these 
warrants  go,  or  through  how  many  different  hands,  befoi*e  a  warrant 
is  completely  executed? 

Mr.  Madden.  First,  in  the  Second  Assistant's  office,  though  I  can 
not  tell  you  exactly  what  process  is  followed  there  in  order  to  author- 
ize the  payment,  but  it  is  then  taken  to  the  Auditor  to  establish  the 
fact  that  it  is  payable  according  to  the  system  adopted  by  the  Auditor; 
in  other  words,  it  is  audited  before  payment.  It  then  goes  to  the  Third 
Assistant  Postmaster-General,  after  it  has  passed  the  Second  Assistant 
and  the  Auditor,  for  issue,  and  there  we  keep  track  of  the  appropriations 
and  the  drawings  against  each  appropriation.  The  warrant  thus  fol- 
lows the  authority.  The  signature  of  the  Auditor  is  upon  the  warrant 
before  it  is  executed  in  nn'  office.  After  it  is  executed — I  am  not 
quite  sure  whether  it  is  after  or  before— it  is  taken  to  the  Treasury 
again,  where  the  Assistant  Treasurer  signs  the  warrant. 

The  Chairman.  Is  the  execution  of  the  signature  in  your  office  the 
completion  of  the  warrant? 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  Do  all  of  these  warrants,  or  only  those  that  pertain 
to  the  railway  mail  service,  go  to  the  Second  Assistant^  office? 

Mr.  Madden.  The  warrants  do  not  go  near  him. 

Mr.  Stafford.  What  paper  does  come  from  his  office? 

Mr.  Madden.  The  certification  comes  from  him;  for  instance,  if  the 
New  York  Central  Railway  Company  is  performing  certain  service  and 
are  entitled  to  certain  compensation  for  that  service,  then  the  warrant 
will  go  through  the  process  that  I  have  described. 

Mr.  Stafford.  There  are  other  warrants  issued  than  that  for  the 
railway  mail  service,  and  those  warrants  go  through  some  other 
separate  department  similar  to  that  of  the  Second  Assistant  Postmaster- 
General  ? 

Mr.  Madden.  Yes.  The  rural  free-delivery  warrants  largely  go 
to  the  Fourth  Assistant's  office,  they  certifying  that  the  service  has 
been  performed. 

Mr.  Stafford.  Then  the  warrant  goes  through  at  least  four  different 
hands  before  it  is  finallv  issued? 
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Mr.  Madden.  Yes;  there  is  every  sort  of  check  upon  it. 

Mr.  Snapp.  After  the  proper  officer,  supposing  it  to  be  the  Second 
Assistant,  certifies  that  a  service  is  performed  and  the  amount  due, 
to  what  officer  then  does  the  warrant  go  first? 

Mr.  Madden.  It  goes  to  the  Third  Assistant,  who  transmits  it  to 
the  Auditor  for  audit  prior  to  issue. 

Mr.  Stafford.  There  is  no  examination  made  by  the  Third  Assist- 
ant before  transmission  to  the  Auditor? 

Mr.  Madden.  I  am  -a  little  in  doubt  about  that.  There  may  be, 
and  I  think  there  is.  But  I  would  not  be  competent  to  answer  posi- 
tively without  inquiry. 

Mr.  Stafford.  Why  is  it  that  you  wish  this  authomation  to  extend 
to  such  a  low-grade  clerk  as  a  $1,200  clerk,  when  at  present  the  grada- 
tion is  at  $1,800  or  $2,000. 

Mr.  Madden.  Well,  the  best  answer  I  can  make  to  that  is  that  there 
is  no  sound  reason  why  we  should  employ  a  high-grade  man  for  that 
formal  signature  when  a  clerk  can  do  it  just  as  well. 

The  Chairman.  What  advantage  is  there  in  that  signature  over  a 
signature  written  by  somebody  else? 

Mr.  Madden.  Not  much.  I  have  frequently  thought  that  my  printed 
signature  on  a  warrant,  in  view  of  all  the  checks,  might  be  readily 
accepted. 

The  Chairman.  Except  that  the  signature  by  a  designated  clerk 
would  afford  a  check  as  against  whoever  might  get  hold  of  one  of  the 
blanks. 

Mr.  Madden.  But  the  Auditor's  signature  and  the  Treasurer's  signa- 
ture are  required  before  the  warrant  can  be  paid. 

The  Chairman.  It  might  be  possible  for  some  one  to  get  hold  of 
some  of  those  warrants  after  it  had  passed  every  office  excepting  your 
own,  and  put  the  stamp  on,  without  the  check  in  your  own  office  against 
the  particular  account. 

Mr.  Madden.  Possibly. 

The  Chairman.  So  that  a  signature  by  pen  is  to  a  great  extent  a 
safeguard? 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  In  the  forwarding  of  the  warrant,  how  would  the 
officials  know  that  the  initials  used  were  not  made  by  some  other 
person  i 

Mr.  Madden.  Initials  are  not  used;  it  is  a  full  name  of  the  clerk, 
and  the  treasurer  is  always  furnished  with  a  sample  of  the  signature, 
the  true  signature,  with  which  to  make  comparisons. 

Mr.  Stafford.  And  the  treasurer  would  be  furnished  with  the 
signatures  and  the  names  of  each  one  of  the  clerks  especially  delegated 
for  this  work  before  he  would  finally  accept  the  warrant? 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  How  many  clerks  in  the  service  would  be  eligible  to 
this  work? 

Mr.  Madden.  Every  one  above  a  thousand-dollar  grade  would  be 
eligible. 

Mr.  Snapp.  Approximately,  what  would  be  the  number? 

Mr.  Madden.  Do  you  mean  what  number  would  be  necessary? 

Mr.  Snapp.  What  would  be  the  approximate  number  of  clerks  that 
could  be  authorized  under  this  change,  which  you  recommend,  to  sign 
warrants? 
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The  Chairman.  The  number  who  could  be  authorized. 

Mr.  Madden.  The  Postmaster-General  could,  under  that  authority, 
designate  every  person  in  the  Third  Assistant's  Bureau  above  tfce 
$1,000  grade. 

Mr.  Snapf.  What  I  am  trying  to  get  at  is  approximately  the 
number. 

Mr.' Madden.  I  can  not  give  you  the  number  without  eoing  to  my 
office,  because  1  would  have  to  know  how  many  above  the  grade  of 
$1,000  there  are.     1  should  say  between  50  and  100. 

The  Chairman.  And  how  many  would  probably  be  necessary  to  do 
the  actual  work,  and  how  many  would  probably  be  designated  to  do  it! 

Mr.  Madden.  In  all  probability  we  would  designate  two  or  three 
persons. 

The  Chairman.  How  many  are  doing  that  work  now? 

Mr.  Madden.  Ten. 

The  Chairman.  And  there  would  be  two  or  three  more? 

Mr.  Madden.  At  present  we  designate  ten  persons  for  that  reason; 
for  instance,  the  special  agents  of  the  classitication  division,  being 
employees  at  $2,000  a  year,  are  designated.  Now  and  then  the  super- 
intendent of  finance  walks  in  with  a  bunch  of  warmnts  for  that  official 
to  sign,  because  he  is  authorized  and  his  signature  is  on  file  in  the 
Treasury  Departpaent.  But  he  sia^ns  those,  knowing  no  more  about 
what  he  is  signing  than  you  would  know  if  they  were  handed  to  you 
at  this  moment.  We  would  like  to  do  away  with  that  and  confine  the 
signing  to  the  division  of  warmnts,  where  they  are  issued,  and  by 
some  person  who  will  know  something  about  them. 

The  Chairman.  Would  these  persons  whom  you  would  designate 
under  this  now  authority  be  devoted  exclusivel}^  to  the  work  of  sign- 
ing warrants? 

Mr.  Madden.  Probably  they  would. 

The  Chairman.  So  thai  the  signatures  would  all  be  executed  by  two 
or  three  clerks? 

Mr.  Madden.  Two  or  three  clerks;  yes. 

The  Chairman.  And  the  practice  would  be,  if  this  authority  were 
granted,  to  discontinue  the  present  method  of  having  ten  people  who 
could  be  called  upon  in  connection  with  other  duties  to  sign  the  war- 
rants and  confine  it  to  two  or  three  designated  clerks? 

Mr.  Madden.  That  is  the  proposition;  yes. 

The  Chairman.  And  the  authority  which  now  rest  upon  these  ten 
to  render  this  work  would  be  withdrawn? 

Mr.  Madden.  Yes,  sir. 

The  Chairman.  And  the  Treasury  Department  would  be  notified  of 
that  action  and  given  the  signatures  and  names  of  the  two  or  three 
clerks  who  would  be  designated  for  that  purpose? 

Mr.  Madden.  Excepting  this,  that  we  must  always  have  some  addi- 
tional for  emergency  cases;  for  instance,  if  we  designate  three  clerks, 
one  or  two  of  them  may  be  off  on  leave  and  the  third  may  be  taken 
sick. 

The  Chairman.  So  then  you  would  probably  designate  two  or  three 
more  than  those  that  would  be  absolutely  necessary  to  simply  provide 
for  that  emergency? 

Mr.  Madden.  To  provide  for  situations  that  might  arise.  You 
understand  that  it  takes  a  long  time  to  sign  a  thousand  warrants. 
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Mr.  Snapp.  How  long  does  it  take  a  man  to  do  that?  How  much 
of  a  day's  work  is  it? 

Mr.  Madden.  When  1  came  to  the  office  of  Third  Assistant  it  was 
the  practice  to  require  the  Third  Assistant  Postmaster-General  to 
sign  all  warrants  above^l,000,  and  I  frequently  had  a  bunch  of  war- 
rants four  inches  thick  on  my  desk.  It  would  take  me  two  or  three 
hours,  and  sometimes  the  work  would  run  into  the  next  day,  inter- 
fering with  all  other  business  while  I  was  signing  warrants.  And  I 
did  not  know  any  more  than  you  would  know  al)out  whether  they 
were  correctly  drawn  or  not.  To  sign  a  thousand  times  1  should  say 
it  would  take  a  clerk  more  than  his  full  quota  of  hours  a  day,  as  they 
have  to  blot  every  signature,  and  it  must  be  accurately  done. 

The  Chairman.  Approximately  how  many  signatures,  on  an  aver- 
age, are  required  daily? 

Mr.  Madden.  There  are  from  1,000  to  1,800  a  day. 

The  Chairman.  That  is  about  the  approximate  daily  average  if 

Mr.  Madden.  It  varies,  but  seldom  or  never  falls  below  a  thou- 
sand, and  seldom  or  never  rises  above  1,800  at  present;  but  it  is 
increasing  all  the  time. 

POSTAGE-STAMP  CONTRACT. 

Mr.  Snapp.  I  understood  you  to  say  that  the  specifications  for  adhe- 
sive postage  stamps  were  originally  prepared  in  your  office. 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  To  whom  do  they  go  from  your  office  if 

Mr.  Madden.  They  are  sent  to  the  purchasing  agent. 

Mr.  Snapp.  What  are  his  duties  in  connection  with  the  specifica- 
tions? 

Mr.  Madden.  According  to  the  regulations  he  is  required  to  review 
those  specifications — to  criticise  them,  you  might  say — to  improve 
them,  make  suggestions,  and  if  he  differs  from  tne  Third  Assistant  in 
any  particular  he  states  the  circumstances,  and  an  effort  is  made  to 
agree  as  to  what  would  be  best  under  that  particular  item. 

Mr.  Snapp.  Was  that  course  of  procedure  followed  in  the  prepara- 
tion of  the  specifications  for  the  printing  of  stamps  for  the  ensuing 
four  years? 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  Did  the  purchasing  agent  suggest  any  changes  from  the 
specifications  in  this  particular  case^ 

Mr.  Madden.  I  can  not  recall  in  that  particular  case.  As  a  matter 
of  fact,  it  might  be  that  he  did  not  find  any  fault  with  the  specifications 
in  that  case,  if  I  recall  now. 

Mr.  Snapp.  That  is  the  only  case  ^  am  inquiring  about,  and  you  do 
not  recall  any  ? 

Mr.  Madden.  I  do  not  recall  an}'  in  that  case.  1  do  recall  those  in 
connection  with  the  stamped  envelopes. 

Mr.  Snapp.  Then  is  it  the  duty  of  the  purchasing  agent  to  advertise 
for  proposals  under  those  specifications  i 

Mr,  Madden.  Yes,  sir. 

Mr.  Snapp.  And  no  doubt  he  did  that  in  this  case? 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  Do  you  know  whether,  after  the  advertisements  were 
made,  that  it  was  abandoned  and  a  si^bsequent  advertisement  made? 


252  POST-OFFICE   APPROPBTATION    BILL. 

Mr.  Madden.  Yes,  sir;  it  was. 

Mr.  Snapp.  What  was  the  reason  for  that? 

Mr.  Madden.  Without  bein^  positive,  I  will  say  that  it  strikes  me 
that  the  reason  was  that  the  persons  wishing  to  compete  found  that  the 
advertisements  did  not  give  them  ample  time  to  prepare,  and  there- 
fore in  order  that  they  should  have  ample  time  to  prepare  the 
original  advertisement  was  recalled  and  another  placed. 

Mr.  Snapp.  Do  you  know  whether,  after  the  original  advertise- 
ment was  recalled,  any  changes  were  made  either  in  your  office  or  by 
the  purchasing  agent  in  the  specifications? 

Mr.  Madden.  I  think  there  were  some  slight  changes. 

Mr.  Snapp.  In  whose  oflSce? 

Mr.  Madden.  I  can  not  answer.  Thej^  were  not  very  material 
changes. 

Mr.  Snapp.  Do  you  know  whether  any  bids  have  been  received 
under  the  first  advertisement? 

Mr.  Madden.  There  was  none  that  I  know  of. 

Mr.  Snapp.  Can  you  say  why  the  changes  were  made  in  the  specifi- 
cations after  the  withdrawal  of  the  first  advertisement? 

Mr.  Madden.  Why,  because  having  further  light,  we  thought  it 
would  better  the  situation,  or  make  it  simpler  to  bid  upon,  or  some- 
thing of  that  kind. 

Mr.  Snapp.  Will  you  indicate,  if  you  can,  to  the  committee  the 
source  of  the  light  that  was  obtained  and  which  permitted  the  change 
of  the  specifications? 

Mr.  Madden.  As  I  recall  it,  the  American  Bank  Note  Company  sent 
a  representative  to  the  Department  to  complain  that  the  advertisement, 
if  followed,  would  not  give  them  time  to  make  a  proper  bid,  and  they 
pleaded  for  a  greater  time.  That  was  the  cause  of  the  recall  of  the  first 
advertisement  and  placun*^  the  second.  And  on  the  catl  of  that  rep- 
resentative we  suggested  that  there  were  some  things  in  the  specifica- 
tions which  would  make  it  diflScult  for  him  to  bid,  and  I  told  him,  as 
nearly  as  I  can  recall,  that  if  he  had  any  suggestions  to  make  he  should 
make  them  in  writing,  which  he  did.  I  turned  the  matter  over  then 
to  my  representative  who  conferred  with  the  purchasing  agent  and 
adjusted  the  matter.  They  were  simple  and  not  difficult  or  adjust- 
ment, and  I  think  mostly  were  agreed  to,  because  it  seemed  to  open 
the  contract  to  greater  competition. 

Mr.  SxAPP.  If  there  was  such  a  suggestion  from  the  AmericAn 
Bank  Note  Company  it  would  be  on  file  in  your  office,  would  it  not? 

Mr.  Madden.  It  might  or  it  might  be  with  the  purchasing  agent, 
according  to  whether  it  was  referred  there  or  not. 

Mr.  Snapp.  Will  you  examine  to  see  whether  it  is  on  file  in  y^our 
office,  and  if  it  is,  furnish  a  copy  for  the  record? 

Mr.  Madden.  1  will. 

Mr.  Snapp.  What  was  the  purpose  of  advertising  for  bids? 

Mr.  Madden.  To  get  competition;  to  invite  competition. 

Mr.  Snapp.  What  was  the  purpose  of  inviting  competition? 

Mr.  Madden.  To  get  the  lowest  possible  prices. 

Mr.  Snapp.  Do  you  think  it  was  the  purpose  in  inviting  competi- 
tion for  this  contract  to  finally  let  the  contract  to  the  lowest  responsi- 
-  ble  bidder? 
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Mr.  Madden.  I  can  not  venture  any  opinion  about  that,  because  it 
was  the  Postmaster-Generars  decision,  and  he  gave  his  reasons  for  it. 

Mr.  Snapp.  I  am  going  to  get  to  that.  Originally,  do  you  think, 
Mr.  Madden,  that  the  purpose  of  advertising  for  proposals  for  this 
contract  was  for  the  purpose  of  securing  to  the  Government  the  lowest 
possible  price  for  the  work? 

Mr.  Madden.  Yes,  sir. 
.  Mr.  Snapp.  Do  you  think  the  original  purpose  then  was  to  let  this 
contract  to  the  lowest  responsible  bidder? 

Mr.  Madden.  Y'es,  sir. 

Mr.  Snapp.  Have  you  ever  seen  the  bids  for  this  contracts 

Mr.  Madden.  No,  sir. 

Mr.  Snapp.  Do  you  know  who  the  lowest  bidder  was? 

Mr.  Madden.  I  believe  the  American  Banknote  Companj^  on" the 
face  of  things,  was  the  lowest  bidder. 

Mr.  Snapp.  Will  you  not  please  explain  what  you  mean  by  "on  the 
face  of  things?" 

Mr.  Madden.  As  I  recall,  the  memorandum  of  the  Postmaster- 
General  discloses  that  the  difference  in  the  bid  was  not  sufficiently 
freat  to  cause  him  to  take  the  contract  from  the  American  Bank  Note 
/ompany;  in  other  words,  there  was  not  a  sufficient  reduction  in  the 
cost;  that  it  still 'remained  in  the  interest  of  the  Government  to  let  the 
contract  to  the  Treasury  Department. 

Mr.  Snapp.  Yes,  I  understand;  I  have  seen  his  reasons  for  it. 
When  the  contract  for  the  four-year  period,  which  has  just  expired, 
was  let,  was  it  done  through  your  office? 

Mr.  Madden.  Yes,  sir;  that  was  before  there  was  a  purchasing 
agent. 

Mr.  Snapp.  You  issued  the  specifications,  advertised  for  the  bids, 
and  let  the  contract? 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  Have  you  with  you  a  cop3'  of  those  bids? 

Mr.  Madden.  No,  sir. 

Mr.  Snapp.  1  wish  you  would  look  at  the  letter  1  hand  you  and  see 
if  you  can  identify  it  as  your  letter  to  me  of  January  16,  1904,  show- 
ing the  bids  of  the  different  bidders  for  the  contract  of  the  last  four 
years  and  the  previous  contract  period  of  four  years  [handing  letter 
to  Mr.  Madden]. 

Mr.  Madden.  Yes;  I  remember  this  letter. 

(Following  is  the  letter  referred  to): 

Po«t-Office  Department, 
Third  Assistant  Postmaster-General, 

WaxhingtOTif  January  15,  1904- 
Hon.  H.  M.  Snapp, 

House  of  Representatives. 
Sir:  This  office  is  in  receipt  of  your  communication  of  the  13th  instant  requesting 
to  be  furnished,  first,  the  names  of  all  parties,  corporations,  or  Departments  of  the 
Government  who  bid  upon  the  Government  contract  for  furnishing  stamfw  for  the 
current  four  years;  second,  the  amount  of  the  bid  of  the  different  parties  for  the 
different  denominations  of  the  stamps  required  by  the  Government,  and  third,  the 
same  information  covering  the  four  preceding  years. 

In  reply,  I  have  the  honor  to  inform  you  that  the  names  of  the  bidders  for  fur- 
nishing stamps  for  the  current  four  years  (1902-1906)  are  The  American  Bank  Note 
Company,  New  York,  N.  Y.,  and  Treasury  Department  (Bureau  of  Engraving  and 
Printing). 
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The  amountfi  bid  for  the  different  kinds  of  the  stamps  were  as  follows: 


[Price  per  1.000.] 


Bureau 
of  En- 
graving 
and 
I  Printing. 


Ordinary  stamps  for  use  of  the  public 90.05742 

Postage  due  stamps '      .  077iT6 

Spec  inl-deli  very  ^tamDs |      .  15506 

BoctkM  of  stamps  (exclusive  of  the  stamps  bound  therein,  which  are  included  in 
the  fifHt  item  above): 

12-stamp  size 

24-6tamp  size 

4(i-8tamp  sire 


2,ft242 
8.4520 
4.4608 


Ameri- 
can Bank 
Note 
Com- 
pany. 

SO.  057 
.065 
.12 


3.60 
4.25 
5.40 


The  bicis  were  based  upon  the  total  number  of  stamps  of  all  kinds  estimated  to  be 
required  within  the  four- year  term  of  the  contract.  A  computation  of  the  figures 
shows  that,  in  the  aggregate,  the  bid  of  the  Bureau  of  Engraving  and  Printing  was 
$12,203.65  lower  than  the  bid  of  the  American  Bank  Note  Company. 

The  names  ot'  the  bidders  for  furnishing  stamps  for  the  four  preceding  years  ( 1898- 
1902)  are  The  American  Bank  Note  Company,  New  York,  N.  Y,,  and  Treasury 
Department  ( Bureau  of  Engraving  and  Printing) . 

The  amounts  bid  for  the  different  kinds  of  stamps  were  as  follows: 

[Price  per  1,000. J 


Bureau 
of  En- 
graving 

and 
Printing. 

Ameri- 
can Bank 
Note 
Com- 
pany. 

90.05 
.114 
.0b5 
.114 

80.066 
.066 
.056 
.056 

Ordinary  sttimps 90. 05 

Special-deli  very  stamps « 

PofltaRe-due  stamps 

Newspaper  and  periodical  stamps 

Respectfully, 

Edwin  C.  M.\ddbn, 
Third  AfUfiMant  PogtmaMcr-Genfral, 

Mr.  Snapp.  Do  you  remember  that  I  asked  you  in  the  hearings 
before  this  committee,  while  considering  the  appropriation  bill  for  the 
fiscal  year  1907,  if  the  only  difference  in  favor  of  the  Bureau  of  Engrav- 
ing and  Printing  in  this  bid  was  in  the  matter  of  the  '* Madden" 
book  of  stamps  and  your  saying  that  it  was? 

Mr.  Madden.  I  think  that  is  correct;  yes;  or  on  the  items  pertain- 
ing to  the  Madden  book  of  stamps. 

Mr.  Stafford.  That  is  on  the  prior  contract? 

Mr.  Madden.  One  that  just  terminated;  yes. 

Mr.  Snapp.  I  notice  in  your  report  for  the  year  ending  June  30, 
19U6,  that  you  sav:  "During  that  year  the  profits  on  the  l>ooks  of 
stamps  were  $103*233.6(5." 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  Will  vou  say,  if  you  can,  how  many  books  of  stamps 
were  issued  and  used  for  that  year? 

Mr.  Madden.  It  is  in  the  report. 

Mr.  Snapp.  Well,  I  want  it  m  the  record  and  I  can  not  get  my  eye 
on  it  from  the  report.     I  know  it  is  there  somewhere. 

Mr.  Madden.  For  the  year  1906  there  were  14,874,510  books  issued. 
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Mr.  Snapp.  Have  you  made  any  estimate  of  what  the  probable 
number  would  be  for  the  next  fiscal  year? 

Mr.  Madden.  Yes;  that  is  the  basis  of  the  specifications  for  a  new 
contract. 

Mr.  Snapp.  What  is  that  number? 

Mr.  Madden.  The  number  of  books  of  stamps  issued  was  14,874,510, 
the  cost  to  the  Department  being  *45,511.64,  or  $3.0597  per  1,000 
books.  The  increase  over  the  previous  year  was  18.47  per  cent  and 
!d0  per  cent  is  estimated  as  the  increase  for  the  next  two  years. 

Mr.  Snapp.  Did  1  understand  you  to  say  that  you  were  not  familiar 
with  the  bids  for  the  new  contracts? 

Mr.  Madden.  Yes,  sir;  except  in  a  general  wa3\  I  understood  the 
difference  in  the  bids  was  something  like  $117,000. 

Mr.  Snapp.  On  the  whole  contract? 

Mr.  Madden.  Well,  I  can  not  say  as  to  whether  that  was  for  a 
year  or  on  the  whole  contract,  but  I  think  it  was  on  the  whole 
contract. 

Mr.  Snapp.  The  reason  I  ask  is  this,  that  on  page  45  of  your  report 
for  the  fiscal  year  ending  June  30,  1906,  you  say: 

The  profit  is  certain  to  be  greater  during  the  next  four  years  because  of  the  lower 
prices  to  be  charged  for  the  manufacture  of  these  books  under  the  new  contract 
beginning  February  1  next. 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  Now,  you  must  have  had  some  general  information  as 
to  the  amount  of  this  new  bid  on  which  to  base  that  statement^ 

Mr.  Madden.  Yes;  1  remember  in  writing  that  that  I  made  inquiry 
.as  to  what  the  cost  would  be  under  the  new  contract,  in  order  that 
that  statement  might  be  accurate. 

Mr.  Snapp.  It  appears  from  information  that  I  have  that  the  bid  of 
the  American  Bank  Note  Company  for  the  books  of  stamps  of  the 
12-stamp  size  was  $2  per  1,000,  and  of  the  Bureau  of  Engraving  and 
Printing  for  the  same  $2.'»9  per  1,000;  for  the  24-stamp  size  the  bid 
of  the  American  Bank  Note  Company  was  $2.50  per  1,000,  and  the  bid 
of  the  Bureau  of  Engraving  and  rrinting  $8.24  per  1,000;  and  for  the 
48-stamp  size  the  bid  of  the  American  Bank  Note  Company  was  $3.50 
per  1,000,  and  that  of  the  Bureau  of  Engraving  and  Printing  $4.11 
per  1,000. 

Can  vou  furnish  the  committee  with  the  amount  of  i>rofit  there  would 
be  to  the  Government  on  this  contract  for  the  printing  of  books  and 
stamps  if  the  bid  of  the  American  Bank  Note  Company  were  accepted 
rather  than  the  bid  of  the  Bureau  of  Engraving  and  Printing? 

Mr.  Madden.  1  can  make  an  estimate;  yes. 

Mr.  Snapp.   Will  you  do  that  and  furnish  it  to  the  committee? 

Mr.  Madden.  Yes;  certainly. 

Mr.  Snapp.  You  have  reported  the  profit  on  the  books  and  stamps 
under  the  old  contract? 

Mr.  Madden.  Yes,  sir. 

Mr.  Snapp.  That,  of  course,  was  based  upon  the  old  bid. 

Mr.  Madden.  Yes,  sir. 
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Post-Office  Department, 
Third  Assistant  Postm^stbr-Genbral, 

Waahingtoriy  January  75,  1907. 
Hon.  Jesse  Overstreet, 

Chairman  CommHiee  on  the  Post-Office  and  Post-Roods^ 

House  of  Representatives. 
Dear  Sir:  In  response  to  the  request  made  yesterday  by  Representative  Snapp,  I 
have  the  honor  to  give  you  below  (1 )  an  estimate  of  the  profit  on  stamp  books  aur- 
ing  the  term  of  the  contract  awarded  the  Bureau  of  Engraving  and  Printing  for  the 
foiir  vears  beginning  February  1,  1907;  also  (2)  an  estimate  of  what  the  profit 
would  have  been  at  the  prices  contained  in  the  proposal  of  the  American  Bank  Note 
Company: 


,  (1)  Price  bid  by  Bu- 1  (2)  Price  bid  by 

reau  of  Engraving  American  Bank 

„   ,  ,         .        ,  ^     ,  and  Printing.  Note  Ck>. 

Entimated  number  of  stamp  boi>ks.  


I        par 

I  2  (^  Amount. 

54.443,000  of  12  Htam pa '  S2.49  5135,663.07 

14.652.000  of  24  Rtampu 8.24  47,4?2.48 

6.053,000  of  48  stamps 4.11  20,767.88 


Per 
1.000. 


Amount. 


82.00    I  8l08.8i«.00 
2.50  36,680.00 

3  50  17,685.50 


Total  for  the  books 1 203,808.38 163.201.50 

Add  cost  ofl. 247,508,000  stamps  In  the  books .057        71,107.95        .055        68,612.94 


Total  cost  of  manufacture | 274, 911.  S3 

To  be  deducted  from  selling  price  of  74,148.000  stamp  books  , 
over  value  of  stamps  therein,  at  1  cent  per  book ! |    741, 480. 00 


Profit  to  Po8^0fHce  Department , 466.568.67 


231.814.44 
741,480.00 


509. 665.  M 


Increase  of  profit  at  the  prices  proposed  by  American  Bank 
Not«  Co 


48.096.80 


Of  course  it  is  not  possible  to  foretell  absolutely  what  the  public  demand  for 
stamp  books  will  be  in  the  future,  but  the  foregoing  estimate  is  based  on  the  quAn- 
tities  issued  in  the  last  fiscal  year,  with  an  allowance  for  probable  increase  which 
experience  indicates  to  be  reasonable. 

Very  respectfully,  Edwin  C.  Madden, 

Third  Assistant  Postmaster- General. 

Mr.  Snapp.  Now,  both  of  these  bidders  have  bid  again  on  this  con- 
tract for  the  printing  of  books  and  stamps,  the  bid  of  the  American 
Bank  Note  Company  being  considerably  less  than  the  bid  of  the  Bureau 
of  Engraving  and  Printing.  What  I  desire  to  have  appear  in  the  rec- 
ord is  this:  What  would  Be  the  additional  profit  to  the  Government 
on  the  conti-act  for  the  printing  of  these  books  and  stamps  under  the 
bid  of  the  American  Bank  Note  Company  over  that  of  the  bid  of  the 
Bureau  of  Engraving  and  Printing? 

Mr.  Madden.  Well,  I  will  furnish  you  that. 

Mr.  Snapp.  Do  jou  know  whether  or  not  the  bid  of  the  Bureau  of 
Engraving  and  Pnnting  for  the  printing  of  all  these  stamps  under  this 
item  for  the  ensuing  contract  period  of  four  years  is  lower  than  the 
bid  of  the  American  Bank  Note  Companjr  on  any  item^ 

Mr.  Madden.  I  do  not  know,  not  having  seen  the  bid. 

Mr.  Snapp.  The  Postmaster-General  in  his  annual  report  states  that 
the  difference  between  these  two  bids  for  the  period  of  four  years 
would  be  something  like  $117,000,  in  round  numbers,  in  favor  of  the 
bid  of  the  American  Bank  Note  Company.  Was  that  estimate  pre- 
pared in  your  oflSce? 

Mr.  Madden.  No,  sir;  not  that  1  know  of. 

Mr.  Stafford.  Can  you  furnish  to  the  committee  an  estimate  of  the 
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profit  that  will  accrue  to  the  Government  on  the  sale  of  these  books  of 
stamps  at  the  rate  that  the  Bureau  of  Engraving  and  Printing  places 
their  printing  in  the  new  contract? 

Mr.  Madden.  Yes,'  sir. 

Mr.  Stafford.  If  this  contract  should  have  been  let  to  a  private, 
company,  such  as  the  American  Bank  Note  Company,  would  there  have 
been  any  additional  expense  entailed  to  properly  supervise  the  manu- 
facture f 

Mr^  Madden.  I  should  say  yes,  quite  a  little. 

Mr.  Stafford.  Can  you  give  offhand  any  estimate,  or  after  consid- 
eration of  the  subject,  make  an  estimate  of  the  cost  of  that  supervision  ? 

Mr.  Madden.  It  would  be  a  difficult  thing  to  do;  but  I  snould  say 
that  he  would  have  to  be  present  at  the  manufactory,  because  stamps 
are  (iovernment  securities,  and  we  would  have  to  so  safeguard  their 
handling  as  to  be  sure  to  prevent  leakages. 

Mr.  Stafford.  The  stamps  being  in  the  nature  more  or  less  of  cur- 
rency, it  would  require  strict  surveillance  to  protect  the  Government's 
interests? 

Mr.  Madden.  What  that  would  be  1  would  be  unable  to  state,  off- 
band. 

Mr.  Snaff.  Mr.  Madden,  3'ou  said  that  you  would  furnish  to  this 
committee  the  profits  on  the  printing  of  the  stamps  as  estimated  by 
the  Bureau  of  Engraving  and  Printing.  Are  you  able  to  do  that 
without  knowing  the  cost  to  the  Government  of  the  printing  of  these 
stamps? 

Mr.  Madden.  I  would  simply  take  their  figures. 

Mr.  Snapp.  Then,  really  you  are  only  able  to  give  to  the  committee, 
in  compliance  with  Mr.  Stafford's  suggestion,  the  apparent  profit  that 
will  accrue  to  the  Post-Office  Department  by  the  acceptance  of  the  bids 
of  the  Bureau  of  Engraving  ancf  Printing? 

Mr.  Madden.  Yes;  and  we  have  the  word  of  the  Bureau  of  Engrav- 
ing and  Printing  that  it  covers  all  cost  of  production. 

Mr.  Snapp.  In  what  form  have  you  the  word  of  the  Bureau  of 
Engraving  and  Printing  to  that  effect? 

Mr.  Madden.  A  letter  from  either  the  Secretary  of  the  Treasury 
or  direcily  from  the  Bureau  of  Engraving  and  Printing,  stated  that 
the  bid  for  stamp  books  covers  every  cost  concerning  that  production. 

Mr.  Snapp.  Is  that  letter  on  file  in  your  Department? 

Mr.  Madden.  I  l>elieve  it  is. 

Mr.  Snapp.  Will  you  furnish  to  the  committee  a  copy  of  that,  so 
that  it  may  go  into  the  record? 

Mr.  Madden.  I  will. 

(Letter  at  the  close  of  Mr.  Cochran's  testimony.) 

Mr.  Stafford.  Has  the  Bureau  of  Engi-aving  and  Printing  or  the 
Treasury  Department  furnished  your  office  any  statement  as  to  whether 
their  contract  price  as  to  other  than  the  books  of  stamps  is  within  all 
the  cost  to  the  Government  for  such  service? 

Mr.  Madden.  Not  that  I  know  of. 

The  Chairman.  What  is  the  date  upon  which  the  new  contract 
begins? 

Mr.  Madden.  If  I  am  connect,  February  1. 

The  Chairman.  It  has  not  yet  gone  into  force  then? 

Mr.  Madden.  No,  sir. 

p  o  A  B— 07 17 
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LETTER  POSTAGE. 

Mr.  FiNLEY.  On  page  47  of  \^our  report  you  make  some  recommen- 
dations: First,  as  to  the  rate  of  postage  upon  letters  not  exceeding  1 
ounce  and  deposited  in  post-offices  for  local  delivery,  and  that  they 
shall  be  sent  at  the  1-cent  rate.  At  present,  if  my  recollection  is  cor- 
rect, where  you  have  free  delivery  you  require  a  2-cent  rate. 

Mr.  Madden.  Yes,  sir. 

Mr.  Finley.  To  what  extent  will  this  recommendation,  if  carried 
out,  affect  the  revenue? 

Mr.  Madden.  1  don't  know. 

Mr.  Finley.  Mr.  Madden,  is  not  that  rather  important  matter^ 

Mr.  Madden.  It  is;  but  we  never  can  tell  the  exact  cost  of  any  par- 
ticular line  of  service;  that  is,  we  have  not  been  able  to  tell  so  far. 

Mr.  Finley.  What  would  you  say  as  to  a  comparison  of  the  mail 
in  a  State  like  New  York,  where  the  delivery  is  to  be  local,  with  mail 
which  was  to  go  outside  of  the  cit^'? 

Mr.  Madden.  I  made  the  reconimendation  because  I  deemed  it  to 
be  eminently  fair  to  the  patrons  of  the  postal  service  that  they  should 
not  be  charged  2  cents  for  ever}-  letter  tnat  does  not  have  to  go  out  of 
the  post-oltice  into  the  mail  service  of  the  country  and  be  distributed 
at  two  offices. 

Mr.  Finley.  1  am  not  questioning  the  fairness  of  your  recoumienda- 
tion,  but  I  would  like  to  know  what  information,  if  any,  you  can  give 
the  subcommittee  as  to  how  much  the  revenues  would  be  reduced  if  thi-s 
recommendation  should  l)e  enacted  into  law^ 

Mr.  Madden.  I  can  not  tell  you. 

Mr.  Finley.  Can  you  make  any  estimate  as  to  whether  the  local 
mail  in  cities  having  citv  deliverv  would  be  as  much  as  one-third  of  the 
total? 

Mr.  Madden.  No,  sir;  I  could  not  say.  I  could  not  give  you  an 
estimate,  for  I  have  no  basis  for  it. 

Mr.  Finley.  Can  you  say  as  to  whether  it  is  one-half^ 

Mr.  Madden.  I  could  not  give  a  reliable  estimate  as  to  that,  bei«use 
it  would  require  inquiry  at  every  office  in  order  to  get  the  average 
amount  deposited  for  local  delivery. 

Mr.  Finley.  It  would  seem  to  be  an  important  proposition. 

Mr.  Madden.  The  rates  of  postage  are  established  more  or  less 
without  regard  to  their  effect  upon  the  revenue. 

Mr.  Finley.  I  am  sure  of  that;  but  we  have  placed  before  us  b\' 
the  public,  and  by  the  public  officials,  including  the  Post-Office  Depart- 
ment, the  question  of  the  deficit  every  year.  What  I  would  Hkc  to 
know  is,  if  this  recommendation  of  yours  is  carried  out  can  you  give 
any  information  as  to  how  much  the  revenues  will  be  effected  and  the 
deficit  increased? 

Mr.  Madden.  I  have  no  reliable  basis  for  an  estimate. 

Mr.  Finley.  If  you  think  that  this  proposal  is  one  of  such  eminent 
fairness,  and  so  much  is  due  to  the  public,  do  you  feel  that  this  com- 
mittee should  go  on  and  act  without  knowledge  on  that  point  ? 

Mr.  Madden.  Yes,  sir. 

Mr.  Finley.  You  think  so? 

Mr.  Madden.  Yes,  sir. 

Mr.  Finley.  No  matter  how  much  the  revenue  may  be  affected  { 

Mr.  Madden.  Yes,  sir:  it  is  enough  for  the  service. 
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Mr.  Stafford.  Your  recommendation  is  based  upon  the  fact  that 
the  2-cent  rate  charged  for  transit  mail  within  the  oflice  of  delivery  is 
out  of  all  proportion  to  the  cost  to  the  Government,  and  that  the  serv- 
ice could  well  be  performed  at  1  cent  per  ounce  and  still  result  in 
profit  to  the  Government? 

Mr.  Madden.  Yes,  sir;  a  profit  on  that  particular  class. 

Mr.  Stafford.  On  first-class  matter  for  local  delivery;  and  that 
it  is  not  fair  to  charge  the  public  an  excess  rate  for  a  service  that  can 
be  performed  at  a  much  less  mte^ 

Mr.  Maddex.  And  must  be  performed  at  a  much  less  mte,  because 
it  is  for  local  delivery  and  is  merely  distributed  and  taken  right  out; 
whereas  a  letter  deposited  in  Washington  for  delivery  in  the  city  of 
New  York  must  not  only  be  distributed  b}'  the  mail  distributors  but 
must  be  redistributed  again  in  New  York  to  the  carriers,  so  that  there 
are  several  handlings  that  do  not  apply  to  the  local  mail. 

Mr.  Stafford.  \Vill  you  state  any  difference  in  I'ates  as  at  present 
in  force  pertaining  to  local  delivery  alone  ^ 

Mr.  M!adden.  There  is  none  excepting  the  drop-letter  rate,  which 
does  not  include  letter-carrier  delivery. 

Mr.  Stafford.  What  is  that  rate^ 

Mr.  Madden.  A  cent  apiece. 

Mr.  Stafford.  A  cent  for  not  exceeding  1  ounce,  even  if  the  letter 
is  sealed  ? 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  However,  you  can  deposit  printed  mail  in  the  form 
of  a  letter  at  the  1-cent-a-pound  rate,  provided  it  is  not  sealed. 

Mr.  Madden.  Yes;  the  difference  in  the  rate  is  on  the  printed 
matter — 2  ounces  for  a  cent,  and  the  letter  rate,  is  1  ounce  for  2  cents. 

Mr.  Stafford.  Your  recommendation  embodies  the  application  of 
the  zone  system  so  far  as  offii^es  of  deposit  are  concerned^ 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  Would  there  be  any  difficulty  of  administration  in 
having  a  1-cent  rate  applied  to  first-class  mail  for  deliver}'-  in  the 
locality  of  the  office  of  deposit  and  a  2-cent  rate,  as  at  present,  for 
delivery  without  the  bounds  of  the  locul  office? 

Mr.  Madden.  The  only  difficulty  would  be  as  to  that  portion  of  the 
matter  which  would  be  required  to  be  forwarded  to  a  new  address.  For 
instance,  a  man  is  addressed  in  Washington  and  the  letter  deposited  in 
Washington,  and  he  might  move  to  New  York,  and  the  carrier,  ascer- 
taining that  fact,  would  be  nniuired  to  forward  the  letter.  The  Gov- 
ernment then  would  collect  the  postage  due  at  the  letter  rate. 

Mr.  FiNLEY.  On  that  point  would  we  not  have  this  trouble  also: 
That  people  in  the  city  would  >)ecome  accustomed  to  the  local  ititeof  1 
cent,  and  that  they  would  place  a  large  number  of  letters  in  the  mail 
addressed  to  persons  outside  of  the  city  limits  (  That  postage  would 
carry  the  letter,  of  course,  to  its  destination,  but  at  tne  destination 
would  there  not  be  the  trouble  that  the  addressee  would  be  called  upon 
to  furnish  the  deficiency  in  postage? 

Mr.  Madden.  I  don't  think  that  could  possibly  exist  to  an}'^  extent. 
If  it  should  be  from  a  firm  or  person  mailing  a  Quantity  of  letters, 
who  were  seeking  to  take  advantage  of  that  for  the  mere  saving,  it 
would  so  discredit  them  that  it  woiild  not  be  possible,  it  seems  to  me. 

Mr.  FiNLET.  Would  not  the  unit  cost  of  handling  a  letter  in  Wash- 
ington mailed  here  and  addressed  to  a  person  in  Washington,  consid- 
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ering  the  cost  of  the  carrier  service,  be  a  greater  cost  to  the  Govern- 
ment than  upon  a  letter  mailed  in  Washington  to  a  person .  living  in 
Laurel,  Md.,  sa}^  where  there  was  no  carrier  serviced 

Mr.  Madden.  1  am  not  prepared  to  state,  but  1  don't  think  so. 

Mr.  FiNLBY.  Can  you  explain  why? 

Mr.  Madden.  Becjiuse  it  lequires  the  same  clerical  service,  if  not 
more,  in  the  Washington  post-olhce  to  handle  it.  It  requires,  first, 
the  taking  up,  then  the  cancellation,  the  distribution  to  the  mail  pouch, 
the  transportation  to  the  depot,  the  transportation  in  the  mail  train  to 
Laurel,  Md.,  the  transportation  from  the  depot  to  the  post-office  at 
Laurel,  and  the  opening  up  there  by  the  clerical  force,  and  the  dis- 
tribution in  the  boxes. 

Mr.  FiNLEY.  Isn't  it  true  that  your  recommendation  here  is  one 
which  is  based  upon  the  proposition  that  only  the  zone  principle  is 
inv^olved? 

Mr.  Madden.  Substantially,  it  is  the  zone  principle. 

Mr.  FiNLEY.  W^hen  this  decrease  was  made  upon  drop  letters  in 
places  having  <'ity  delivery  and  also  places  having  no  city  delivery, 
was  it  not  on  the  theory  that  the  increased  cost  to  3ie  Government  for 
the  city  carriers'  service  should  be  considered  iJ 

Mr.  Madden.  I  don't  know  about  that. 

Mr.  FiNLEY.  If  that  is  not  true,  can  you  give  any  reason  why  the 
distinction  was  made  ? 

Mr.  Madden.  I  can  not.  I  am  not  informed  as  to  the  reasons  Con- 
gress had  for  enacting  that  provision. 

Mr.  Stafford.  In  case  of  local  delivery  of  a  letter  at  an  office  of 
deposit  there  would  onl}'  be  one  separation  required? 

Mr.  Madden.  That  is  all. 

Mr.  Stafford.  Whereas  there  might  be,  if  it  were  carried  to  a 
point  for  delivery  other  than  the  place  of  deposit,  several  separations, 
and  several  on  the  mail  trains,  depending  upon  the  distance,  and 
another  one  at  the  office  of  delivery. 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  And  the  cost  of  separation  is  quite  a  large  item  in 
the  cost  of  service. 

Mr.  Madden.  Yes,  sir. 

use  of  postage  stamps  interchangeably  with  special-delivery 

STAMPS. 

Mr.  Stafford.  You  make  a  further  recommendation  that  ordinary 
postage  stamps  should  be  used  interchangeably  with  special-deliverv 
stamps  when  a  sender  wishes  to  have  a  letter  carried  under  the  special* 
delivery  privilege. 

Mr.  Madden.  Yes,  sir. 

Mr.  Stafford.  Will  you  state  the  advantages  that  would  accrue 
from  such  a  change,  and  the  reasons  for  your  recommendation? 

Mr.  Madden.  The  advantages  are  wholly  with  the  public.  It  would 
appear  to  make  little  difference  in  the  cost  of  the  service  to  the  Govern- 
ment; i  n  other  words,  we  could  accept  ord  inary  btamps  the  same  as  we  can 
special  delivery  stamps.  The  advantaj:e  to  the  public  would  be  in  this: 
that  few  people  keep  special-delivery  st^mips  on  nand,  and  emergencies 
in  every  day  Hie  are  such  that  (»vervone  knows  that  if  there  is  a  need 
for  a  special-delivery  stamp  it  may  be  hours  before  it  can  be  secured 
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at  a  post-office  or  a  hotel.  Probably  you  have  all  had  that  experience 
in  connection  with  vour  desire  to  mail  a  letter  which  shall  have  imme- 
diate delivery  at  the  point  of  address.  Everybody  can  ^et  hold  of 
2-cent  stamps,  because  everybody  who  is  up-to-date  carries  a  Mad- 
den stamp  book.  If  you  C4in  put  on  live  2-cent  stamps  and  mark 
the  letter  "special  delivery"  we  would  get  just  as  much  revenue  for 
the  service,  and  there  is  the  greater  convenience  that  it  does  not  neces- 
sitate a  trip  to  the  post-office  on  the  part  of  the  person  desiring  the 
service  or  to  have  to  make  a  search  for  the  stamps. 

Mr.  Stafford.  Would  that  system  bring  to  the  attention  of  the 
postal  clerks,  or  those  who  have  the  sejjaration  of  these  special-delivery 
letters  or  parcels  in  their  charge,  the  importance  of  each  of  those  let- 
ters or  parcels  the  same  as  if  a  distinct  character  of  stamp  were  affixed? 

Mr.  Madden.  Yes,  sir;  because  I  assume  that  the  Postmaster-Geur 
eral  would  be  granted  authority  to  make  regulations  for  the  use  of 
these  stamps,  and  particularly  the  regulation  that  the  person  desiring 
that  particular  service  should  designate  it  bj'.  the  letters  "  S.  D."  or 
the  words  '^Special  delivery." 

Mr.  Stafford.  If  in  any  case  it  would  not  be  brought  to  the  atten- 
tion of  the  distributors,  because  of  the  sender  not  making  his  desire 
sufficiently  prominent,  it  would  not  result  in  any  loss  to  the  Govern- 
ment, but  sjmply  to  the  sender  through  his  own  neglect? 

Mr.  Madden.  However,  the  presence  of  so  many  stamps  additional 
over  the  postage  rate  would  signify  something  to  any  clerk,  and  he 
would  looK  more  carefully  for  the  distinction  as  to  whether  it  was  a 
special-deliver}'  letter  or  not  than  he  ordinarily  would. 

Mr.  Stafford.  There  would  be  no  additional  cost  entailed  by  reason 
of  granting  this  privilege  over  the  present  system  of  having  a  distinct 
stamps 

Mr.  Madden.  About  the  only  thing  I  can  conceive  of  at  this  time 
would  be  an  additional  book  of  record  at  the  office  of  delivery  for 
recording  those  letters  which  come  under  the  special-delivery  stamp 
and  those  of  the  ordinary  stamp,  so  as  to  separate  them. 

Mr.  Stafford.  Wh}'  would  that  be  necessary? 

Mr.  Madden.  In  order  to  make  sure  of  the  actual  deliveries,  we 
now  estimate  them  upon  the  number  of  stamps  used,  but  it  would  be 
necessary  to  get  a  report  from  the  postmasters  of  the  actual  deliveries, 
because  we  pay  for  that  service. 

Mr.  Stafford.  That  would  be  simply  a  matter  of  bookkeeping  for 
the  purpose  of  estimating  the  funds  necessary  to  provide  for  the  pay 
in  special  delivery  cases? 

Mr.  Madden.  Simply  accounting  for  the  revenues  and  expenses. 

Mr.  Stafford.  If  an  estimate  could  be  obtained  in  some  other  way 
that  record  would  not  necessarily  have  to  be  made? 

Mr.  Madden.  Probably  not,  but  I  think  it  would  be  a  very  simple 
matter. 

Mr.  Stafford.  There  is  no  special  stamp  needed,  so  far  as  the  regis- 
tering of  letters  is  concerned — no  special  stamps  are  appended  for  that 
service — so  vou  do  not  see  why  a  like  privilege  should  not  be  granted 
for  special  dlelivery  letters  ? 

Mr.  Madden.  No,  I  do  not;  I  think  it  should  be. 

Mr.  FiNLEY.  With  reference  to  ^'due"  letters,  on  which  is  due  one 
or  more  stamps,  is  it  necessary  to  have  the  addressee  buy  a  special 
stamp  to  put  on  that  letter  in  order  to  protect  the  interests  of  the 
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Government,  and  if  not,  what  good  purpose  is  subsei-ved  by  that 
practice? 

Mr.  Madden.  I  think  there  has  been  some  change  in  that  lately. 
If  you  deposit  a  letter  or  a  sealed  jwickage  in  the  Washington  post- 
office  with  2  cents  paid  upon  it,  it  is  required  that  we  shall  forward 
that  letter  to  destination  and  any  deficit  postage  collected  at  the  office 
of  delivery,  and  the  postmaster  will,  before  delivering  the  letter  or 
package,  attach  a  '' postage-due"  stamp  to  the  package  or  letter  and 
collect  the  amount  from  the  addressee. 

The  Chairman.  That  amount  collected  may  be  in  copper  cents;  you 
do  not  require  the  addressee  to  buy  a  stamp,  do  3^oui! 

Mr.  Madden.  Not  at  all,  any  money;  in  other  words,  practically 
the  postmaster  sells  the  stamps  in  that  way. 

The  Chairman.  If  the  carrier  brings  that  letter  to  ray  door  and  calls 
my  attention  to  the  fact  that  there  is  due  2  cents,  and  I  deliver  him 
two  copper  cents,  you  have  the  evidence  of  that  in  the  postage-due 
stamp;  what  does  the  carrier  do  with  that  two  cents  2 

Mr.  Madden.  He  returns  it  to  the  post-office  because  he  is  charged 
with  it. 

The  Chairman.  But  he  does  not  cancel  postage  if 

Mr.  Madden.  He  cancels  the  stamp  before  it  is  taken  out. 

The  Chairman.  The  postage-due  stamp? 

Mr.  Madden.  Yes. 

The  Chairman.  Is  it  a  stamp  that  is  adhesive  i 

Mr.  Madden.  Yes. 

The  Chairman.  That  is  the  stamp  which  he  really  sells  for  2  cental 

Mr.  Madden.  Yes;  sells  it  in  advance. 

The  Chairman.  That  2  cents  is  credited  to  his  account  of  canceled 
stamps? 

Mr.  Madden.  Yes. 

Mr.  FiNLEY.  Why  not  allow  me  to  attach  any  stamp  that  I  may 
happen  to  have  in  my  pocket,  a  stamp  out  of  the  Madden  stamp  book, 
for  instance?  Why  put  me  to  the  trouble  of  pulling  out  a  dollar  or 
five  dollars  and  having  it  changed 

The  Chairman.  Are  you  not  permitted  to  do  that  now? 

Mr.  Madden.  I  think  in  practice  that  is  permitted. 

Mr.  FiNLEY.  That  is  not  the  practice  in  my  country. 

Mr.  Stafford.  Letter  carriers  are  not  allowed  to  sell  any  stamps  i 

Mr.  Madden.  Yes;  I  think  so.  One  reason  is  that  the  fost-Offic* 
Department  has  found  in  experience  that  it  can  not  accept  stamps  as 
money;  it  can  not  exchange  stamps. 

Mr.  FiNLEY.  But  when  a  stamp  is  due  on  a  letter  addressed  to  me, 
and  I  have  a  book  of  stamps  in  my  pocket,  and  I  owe  the  Govern- 
ment a  2-ceut  stamp,  why  not  allow  me  to  attach  that  2-cent  stamp? 

Mr.  Madden.  That  goes  back  of  my  time.  This  is  an  old  estab- 
lished practice  and  personally  at  this  moment  I  see  no  reason  why  you 
should  not  be  allowed  to  do  that. 

Mr.  FiNLEY.  That  is  what  I  wanted  to  get  at.  It  takes  time,  you 
have  to  have  some  money  changed,  and  I  do  not  see  the  necessity  for  it. 

Mr.  Madden.  It  would  mean  this,  that  the  person  to  whom  the 
letter  is  addressed  must  know  that  they  are  being  required  to  pay 
something  which  the  sender  did  not  pay,  and  the  postage-due  stamp  is 
evidence  of  that      Now  to  accept  a  2-cent  stamp  m  excnange  for  tnat 
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postage-due  stamp,  if  that  is  your  proposition,  the  carrier  must  be  pro- 
vided with  some  way  of  taking  care  of  the  stamps,  their  redemption 
at  the  post-office,  and  resell  them  to  the  public,  so  it  is  the  acceptance 
of  stamps  as  money. 

Mr.  FiNLEY.  I  know  at  my  home  when  1  go  to  my  box  at  the  post- 
office  to  get  my  mail  there  may  be  one  or  two  letters  on  which  tnere 
is  due  2  cents.  It  is  so  marked.  I  have  to  wait  until  the  office  is  open 
and  then  transact  my  business,  and  probabl}'  have  some  money 
changed  in  order  to  pay  1  or  2  or  3  cents,  or  whatever  it  is  that  is  due. 
It  is  really  a  nuisance. 

Mr.  Madden.  You  would  have  to  pay  something. 

Mr.   FiNiiEY.  But  why  not  allow  me  to  pay  a  regular  2-cent  stamp? 

Mr.  Madden.  As  I  said  before,  I  see  no  reason. 

Mr.  Stafford.  Did  you  say  that  the  letter  would  be  withheld  until 
the  payment  was  made^i 

Mr.  Madden.  Certainly.     - 

Mr.  Stafford.  The  letter  would  be  withheld  until  payment  was 
made  either  in  coin  or  in  postage  stamps? 

Mr.  FiNLEr.  A  due  stamp  is  something  that  I  do  not  keep,  and  I 
can  not  buy  them  at  the  offices.  Time  would  be  saved  during  which  I 
would  have  to  hand  out  some  money,  wait  for  the  change,  and  all  that. 

Mr.  Madden.  That  is  all  that  would  be  saved. 

Mr.  Finley.  But  that  is  considerable. 

Adjourned  at  12.30  p.  m. 
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House  of  Representatives, 
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AFTER   RECESS. 

STATSMENT  OF  HON.  P.  V.  D£  QBAW,  FOURTH  ASSISTANT  POST- 

MASTEB-GENEBAIi. 

(Mr.  DeGraw  was  accompanied  by  William  R.  Spilman,  superin- 
tendent of  the  division  of  rural  delivery;  Richard  P.  Covert, 
superintendent  of  the  division  of  supplies;  and  William  E.  Cochran, 
purchasing  agent  of  the  Post-Office  Department.) 

The  Chairman.  The  committee  has  Mr.  DeGraw,  the  Fourth  Assist- 
ant Postmaster-General,  before  it,  and  will  now  take  up  the  items 
pertaining  to  the  Fourth  Assistant's  office,  beginning  on  page  40  of 
the  skeleton  bill.  • 

STATIONERY. 

Mr.  DeGraw,  the  item  for  stationery  account  you  estimate  for  the 
fiscal  year  1908  the  same  as  for  1907.  Can  vou  inform  the  conmiitteo 
of  the  status  of  this  accoimt  at  this  time?  Does  that  fall  directly 
under  you,  or  is  that  a  part  of  the  supplies  that  f aU  under  the  pur- 
chasin^agent? 

Mr.  DeGraw.  That  is  entirely  under  my  bureau. 

The  Chairman.  That  is  what  I  imderstood. 
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Mr.  DeGbaw.  If  you  will  permit  me,  Mr.  Chairman,  before  we 
proceed^  I  would  like  to  make  one  statement  to  you.  That  is,  in  the 
reorgamzation  of  the  supply  division  wo  were  imable  up  to  about 
two  months  a^o  to  find  tne  people  whom  we  thought  were  the  proper 
persons  to  take  up  the  details  of  that  work;  and  while  the  reorgan- 
ization was  ordered,  you  will  remember,  last  year,  we  did  not  get 
completely  reorganized  on  the  basis  on  which  we  wanted  to  operate 
that  division  mitil  two  months  ago.  Hence,  in  going  through  the 
details  of  the  supply  division,  we  have  found  it  possible  to  make  an 
aggregate  reduction  in  the  estimates  originally  submitted  to  you  of 
$10,600. 

I  just  wanted  to  preface  what  I  have  to  say  with  that  statement, 
so  that  you  will  understand,  as  we  reach  the  specific  items,  that  there 
is  an  aggregate  reduction  of  $10,500. 

The  Chaibman.  What  change,  if  any,  do  you  suggest  with  refer- 
ence to  the  item  for  stationery,  now  estimated  at  $85,000? 

Mr.  DeGbaw.  We  would  respectfully  request  that  that  appropria- 
tion be  made  $105,000  instead  of  $85,000,  an  increase  of  $20,000. 

The  Chaibman.  Upon  what  do  you  base  the  estimate  of  an  increase 
of  $20,000  over  the  appropriation  for  the  current  year  for  stationery 
alone? 

Mr.  DeGbaw.  The  necessity  for  the  increase,  Mr.  Chairman,  arises 
from  the  natural  growth  of  the  service  and  the  increased  demands  of 
postmasters. 

The  Chaibman.  You  expended  last  year  $64,930.08.  For  the 
fiscal  year  1905  ^rou  expended  $64,991.32.  Do  you  think  that  the 
growth  of  the  service  for  the  next  year  will  justify  so  heavy  an  increase, 
in  view  of  the  expenditures  for  the  last  two  years? 

Mr.  DeGbaw.  Unquestionably,  in  the  stationery  account. 

The  Chaibman.  Wny?  What  has  occurred  during  this  last  year 
that  would  indicate  an  increase  of  25  per  cent,  when  m  former  years 
the  increase  has  been  a  much  less  per  cent? 

Mr.  DeGbaw.  First  of  all,  we  nnd  that  the  postmasters  have  not 
been  given  fair  consideration  in  the  receipt  of  supplies  which,  in  our 
judgment,  their  offices  required.  That  accounts  largely  tor  this 
increase;  and  in  the  current  appropriation  bill  the  increase  over  1905 
will  be  largelv  taken  up  bv  the  supplying  of  the  General  Superinten- 
dent of  the  Railway  Mail  Service,  mail  equipment,  and'the  money- 
order  offices.  Those  branches  are  requiring  more  n*om  us,  and  feel 
that  they  should  have  greater  consideration  than  has  been  given 
heretofore. 

The  Chaibman.  Has  the  growth  of  the  service  in  the  past  year 
indicated  that  you  will  need  a  25  per  cent  increase  in  supplies? 

Mr.  DeGbaw.  That  is  the  way  we  figure  it,  sir.    * 

The  Chaibman.  That  is  what  I  am  trying  to  ascertain.  ' 

Mr.  DeGbaw.  We  have  had  to  sum  that  up,  of  course,  from  the 
requisitions  on  file.  We  have  many  requisitions  there  that  we  have 
been  unable  to  fill. 

The  Chaibman.  Have  you  scrutinized  those  requisitions  suffi- 
cientlj  to  learn,  if  possible,  whether  or  not  the  postmasters  are 
exercising  proper  care  in  their  requisitions? 

Mr.  DeGbaw.  Yes,  sir;  we  have,  and  in  order  to  simplify  the 
matter  we  have  gotten  out  a  simplified  list  of  orders,  where  the 
postmasters 
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The  Chairman.  I  want  to  modify  my  question.  I  said  "25  per 
cent.''  It  will  be  a  60  per  cent  increase  as  compared  with  the  expendi- 
tures. If  we  should  allow  you  $105,000  for  this  item  for  1908  it  will 
be  a  60  per  cent  increase  over  the  expenditures  for  1906.  Can  you 
•justify  an  increase  of  60  per  cent  in  the  expenditure  for  stationery 
based  entirely  upon  the  needs  of  the  service,  or  is  it  upon  simply  the 
requisitions  of  postmasters? 

Mr.  DbGraw.  It  is  based  upon  both,  Mr.  Chairman.  On  July  1, 
1905,  thare  were  1,534  offices  of  the  first  and  second  class.  On 
July  1,  1906,  there  were  1,598  offices  of  the  first  and  second  class. 
There  has  been  an  increase  in  the  past  six  months  in  some  items  of 
stationery  equal  to  the  quantity  purchased  during  all  of  the  last 
fiscal  year. 

The  Chairman.  Supposing  that  there  was  not  a  blank  envelope 
or  a  blank  sheet  of  paper  in  any  one  of  those  offices.  Would  it  neces- 
sitate an  increase  oi  60  per  cent  over  the  expenditures  of  the  preceding 
year?  I  do  not  see  how  you  can  justify  it,  in  view  of  the  expendi- 
tures. 

Mr.  DeGraw.  The  fact  that  the  expenditures  did  not  reach  what 
we  term  now,  in  lopking  back  over  those  old  requisitions,  the  require- 
ments of  the  offices,  what  we  feel  we  should  grant  the  offices  in  the 
matter  of  good  business  policy 

The  Chairman.  I  low  much  did  you  estimate  for  the  item  of  sta- 
tionery for  the  current  fiscal  year? 

Mr.  DeGraw.  Eighty-five  thousand  dollars. 

The  Chairman.  And  Congress  granted  all  of  it? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  And  now  you  say  that  you  have  not  given  these 
postmasters  the  quantity  that  they  deserved.  Why  did  you  not  ask 
tor  more  last  year? 

Mr.  DeGraw.  You  will  remember  the  mix  that  we  were  in  in  the 
supply  division  last  year,  when  it  came  from  three  or  four  different 
bureaus.  We  told  you  very  frankly  that  we  were  not  prepared  to 
give  you  any  specific  statement,  because  we  had  not  had  any  expe- 
rience in  it,  and  the  best  that  we  could  do  was  to  take  up  the  expe- 
rience of  these  several  divisions,  which  came  from  several  different 
bureaus. 

The  Chairman.  Are  you  contemplating  any  different  character  of 
stationery? 

Mr.  DeGraw.  Not  at  all,  sir;  except  in  a  more  simplified  way. 
We  have  gotten  up  recently  a  requisition  blank  which  will  give  post- 
masters on  one  blank  everjrthing  they  require  for  use  in  offices 
That  blank,  for  instance,  will  take  the  place  of  nineteen  different 
forms  of  requisition. 

The  Chairman.  Where  do  you  buy  this  stationery? 

Mr.  DeGraw.  We  buy  it  under  contract. 

The  Chairman.  Is  it  under  contract  now? 

Mr.  DeGraw.  Yes,  sir;  through  the  purchasing  agent. 

The  Chairman.  Through  the  purchasing  agent? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  Is  this  estimate  based  in  any  degree  upon  any 
better  quality  of  stationery  than  is  contemplated? 

Mr.  DeGraw.  The  money  order  and  railway  mail  service  items 
themselves,  you  will  remember,  Mr.  Chairman,  did  not  heretofore 
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come  out  of  this  appropriation.  That  has  been  transferred,  and  now 
comes  under  the  new  arrangement. 

The  Chairman.  When  you  made  up  your  estimates  for  the  current 
year  did  you  understand  that  the  money  order  and  railway  mail 
service  supplies  w^ould  come  in  under  this  item? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  Then  that  is  not  different  now  from  what  it  was 
when  you  made  up  the  other  estimates.  Turn  to  page  41  of  the  skele- 
ton bill  that  is  before  you.  There  appears  an  item  for  blanks,  blank 
books,  printed  and  engraved  matter,  binding  and  carbon  paper  for 
the  money-order  service,  $200,000.  I  do  not  see  where  the  stationery 
for  the  money-order  service  could,  in  view  of  the  fact  that  these  blanl^ 
are  already  provided  for  under  another  item  of  appropriation,  make 
such  a  burden  as  to  justify  a  60  per  cent  increase. 

Mr.  DeGraw.  You  know,  Mr.  Chairman,  that  ink  and  pens  and 
all  those  things  are  not  included  in  this  money-order  account. 

The  Chairman.  Certainly  they  are  not.  The  only  thing  in  your 
money-order  account  is  the  stationery  included  m  money-order 
offices.  It  is  not  any  supplies  of  the  money-order  department.  It  ia 
simply  for  stationery,  including  all  money-order  ^offices.  So  that  I 
think  you  are  in  error  when  you  suggest  "that  this  increase  is  some- 
what dependent  upon  the  money-order  suppUes. 

Mr.  DeGraw.  Well,  the  money-order  supplies  so  far  as  I  have 
indicated — pens  and  ink,  etc. 

The  Chairman.  Do  not  these  money-order  supplies  come  out  of 
the  item  of  $200,000  that  I  refer  to? 

Mr.  DeGraw.  No,  sir. 

The  Chairman.  This  says  "for  the  money-order  service." 

Mr.  DeGraw.  I  know,  but  the  word  "stationery*'  is  not  used 
there,  and  that  is  carried  in  the  other  appropriation. 

The  Chairman.  This  item  of  $85,000  under  the  current  year,  and 
the  $105,000  which  you  request  for  the  next  fiscal  year,  covers  nothing 
but  stationery.  Is  not  that  true?  And  that  stationery  is  only  where 
used  in  money-order  offices? 

Mr.  Covert.  All  money  order  and  presidential  offices. 

The  Chairman.  And  the  character  of  the  blanks,  blank  books,  and 
things  of  that  kind  that  are  used  for  the  money-order  service  do  not 
come  out  of  this  item?     • 

Mr.  Covert,  It  affects  the  appropriation  for  stationery  in  no  way 
whatever. 

The  Chairman.  Absolutely.  Hence  I  do  not  see  where  you  can 
justify  the  increase  in  connection  with  the  money-order  service  that 
you  referred  to  a  while  ago. 

Mr.  Covert.  The  pens,  ink,  and  stationery  of  all  kinds  for  money- 
order  offices  come  out  of  the  stationery  appropriation.  Heretofore 
anything  connected  with  money-order  offices  not  of  the  first  and  sec- 
ond class  came  out  of  some  appropriation  under  the  Third  Assistant; 
something  connected  with  the  money-order  service. 

The  Chairman.  And  now  it  comes  out  of  this? 

Mr.  Covert.  And  now  it  comes  out  of  the  stationery  appropriation. 

The  Chairman.  Was  there  any  draft  upon  that  item  of  $200,000  for 
inks? 

Mr.  Covert.  That  all  comes  out  of  the  stationery  appropriation. 
Nothing  of  that  kind  comes  out  of  the  money-order  appropnation.  | 
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The  Chairman.  It  was  understood  a  year  ago  that  it  would,  was  it 
not,  in  making  up  the  estimate? 

Mr.  CoYEBT.  I  can  not  answer  as  to  that. 

Mr.  DeGraw.  It  was,  Mr,  Chairman,  and  somewhat  erroneously, 
owins  to  our  not  being  thoroughly  acquainted  with  all  of  those 
detaus. 

The  Chairman.  But  you  appreciate  that  a  request  here  to  increase 
that  estimate  60  per  cent  over  the  last  expenditure  compels  us  to  ask 
for  some  explanation  for  it? 

Mr.  DeGraw.  I  appreciate  that.  The  August  estimates  called  for 
a  reduction  of  $20,000  in  the  appropriation  for  envelopes.  Since 
those  estimates  were  submitted  tne  price  of  paper  has  increased  to 
such  an  extent  that  it  will  be  impossible  to  meet  the  demands  with 
less  than  $200,000.  That,  of  course,  is  going  to  the  next  item,  but  the 
price  of  paper  is  increased  there. 

The  Chairman.  That  is  for  the  official  and  registry  envelopes? 

Mr.  DeGraw.  Yes. 

The  Chairman.  But  that  is  only  10  per  cent — in  fact,  that  is  a 
decrease. 

Mr.  DeGraw.  Mr.  Chairman,  I  have  a  tabulated  statement  here, 
anticipating  that  you  would  make  this  point;  a  table  that  Mr.  Covert, 
the  superintendent  of  suppUes,  has  been  getting  up  for  us.  I  think 
that  if  you  will  perrrit  him  to  give  you  some  items  from  that  it  will 
throw  a  little  more  light  on  the  subject. 

The  Chairman.  Tnat  is  all  right. 

Mr.  DeGraw.  It  shows  a  great  increase  in  the  expenditures  during 
the  last  six  months. 

The  Chairman.  .It  may  be  that  if  he  explained  all  of  these  items 
together,  at  one  time,  it  would  throw  some  light  upon  the  question. 
I  just  suggest  that  that  be  done. 

Mr.  Covert.  Mr.  Chairman,  is  it  really  an  increase  of  60  per  cent 
over  the  expenditures  of  last  year?  We  are  asking  for  an  mcrease 
of  $20,000. 

The  Chairman.  $105,000  is  about  60  per  cent  increase  over 
$65,000,  which  was  the  expenditure  of  1906. 

Mr.  Covert.  Well,  I  do  not  believe  that  is  an  increase  of  60  per 
cent. 

The  Chairman.  Just  figure  what  percentage  of  increase  $105,000 
is  over  $65,000.  It  is  $40,000  more  tnan  was  expended  in  the  present 
year,  1906. 

Mr.  Snapp.  It  is  over  60  per  cent. 

The  Chairman.  Turn  to  page  40  of  the  skeleton  bill. 

Mr.  DeGraw.  Are  you  not  figuring,  Mr.  Chairman,  on  the  year 
before?    Is  it  not  1906-7  that  you  want  to  figure  on? 

The  Chairman.  I  am  figuring  on  the  'last  known  expenditure  for 
a  full  year. 

Mr.  DeGraw.  Oh,  yes;  I  see.     That  is  right. 

Mr.  Covert.  I  have  here  a  table  showing  the  principal  items  pur- 
chased out  of  the  stationery  appropriation  from  July  1,  1906,  to 
December  31,  1906,  and  going  along  at  the  same  rate  at  which 
we  have  bought  suppUes  for  the  six  months  from  July  1  to  December 
31,  will  make  an  increase  at  the  end  of  the  year  over  the  $85,000 
appropriated  of  $25,702.85.  That  is  just  for  furnishing  what  was 
supplied  to  postmasters  before  the  consolidation  of  the  supplies,  and 
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for  the  railway  mail  service  and  the  money-order  service  before  they 
were  transferred  to  the  supply  division. 

The  Chairman.  But  did  you  take  into  account  that  feature  when 
you  made  your  estimate  of  $86,000  for  the  currejit  year? 

Mr.  Covert.  I  had  nothing  to  do  with  that. 

Mr.  DeGraw.  No,  sir;  that  was  before  this  reoi^anization  was 
completed,  so  that  we  could  get  at  these  matters  as  we  desired. 

The  Chairman.  All  right. 

Mr.  Covert.  That  would  be  an  increase  at  the  end  of  the  year  of 
$2o,000.  Even  now  we  are  cutting  postmasters'  reauisitions  in  half 
and  not  giving  them  over  50  per  cent  of  what  they  asK.  Postmasters 
all  over  the  country  are  complaining  about  not  receiving  sufficient 
quantities  of  supplies,  and  we  are  not  able  to  give  them,  because  we 
we  have  not  the  money. 

The  Chairman.  What  scrutiny  do  you  know  of  that  is  made  in 
learning  the  disposition  of  the  supplies  which  you  furnish  the  post- 
masters so  far  as  stationery  is  concerned? 

Mr.  Covert.  The  Chief  Inspector  is  now  incorporating  in  the  form 
of  inspection  that  the  inspectors  use  in  making  inspections  of  post- 
offices  a  clause  requiring  inspectors  to  report  on  the  condition  of  sup- 
plies in  each  post-office.  I  do  not  know  whether  or  not  that  covers 
post-offices  or  all  classes,  but  it  covers  the  principal  ones. 

Mr.  DeGraw.  It  is  general  in  its  scope. 

official  registry  and  dead  letter  envelopes. 

The  Chairman.  What  does  your  revised  estimate  show  as  to  the 
item  for  official  and  registry  envelopes? 

Mr.  Covert.  Two  hundred  thousand  dollars — just  what  it  was  last 
year. 

Ihe  Chairman.  You  ask  the  same  as  the  current  law? 

Mr.  Covert.  Yes. 

Ihe  Chairman.  Your  recommendation  was  for  $180,000. 

Mr.  Covert.  It  was  believed  when  that  estimate  was  gotten  up, 
going  along  on  the  same  basis,  that  $180,000  would  do.     But  at  the 

§  resent  time  all  the  trade  journals  show  that  paper  is  going  up  every 
ay  and  they  all  estimate  now  that 

The  Chairman.  What  kind  of  a  figure  on  paper  do  you  use  in  mak- 
ing this  estimate?  Do  you  figure  at  a  higher  rate  than  the  current 
rate,  or  not? 

Mr.  Covert.  We  are  figuring  on  a  10  per  cent  increase. 

1  he  Chairman.  On  a  10  per  cent  increase  in  the  rate  of  paper.  How 
much  has  the  price  of  paper  increased  in  the  past  twelve  months? 

Mr.  Covert.  Ten  per  cent. 

The  Chairman.  And  do  you  think  it  will  increase  10  per  cent  every 
year? 

Mr.  Covert.  I  am  just,  speaking  about  this  time.  I  do  not  know 
that  it  will  every  year. 

The  Chairman.  But  in  making  your  estimate  of  $200,000,  yon 
estimate  that  during  the  next  fiscal  year  the  rate  of  paper  will  advance 
10  per  cent,  the  same  as  it  did  this  year? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  And  if  it  does  not,  $180,000  will  do? 
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Mr.  CovEBT.  If  there  was  no  increase  in  paper  we  might  make  a  con- 
tract at  the  same  price  at  which  paper  was  obtained  last  year. 

Ihe  Chairman.  Did  you  not  make  a  contract  imder  the  clause 
which  follows  this  item,  where  you  are  authorized  to  make  a  contract 
for  the  purchase  of  these  envelopes? 

Mr.  CovEBT.  Up  to  July  1,  I  believe. 

The  Chaibman.  Do  those  contracts  only  run  for  a  year  at  a  time? 

Mr.  CovEBT.  No;  but  I  think  the  idea  was 

The  Chaibman.  This  authorized  a  contract  for  four  years. 

Mr.  CovEBT.  I  think  there  was  some  provision  made  to  extend  that 
contract.  It  expired  on  January  1,  and  I  think  some  kind  of  pro- 
vision was  made  to  extend  it  to  July  1  in  order  to  allow  a  contractor 
to  bid  on  both  stamped  envelopes  and  official  envelopes. 

The  Chaibman.  Then  they  have  not  let  any  contract  under  this 
authority? 

Mr.  CbvEBT.  The  contract  that  is  now  in  force  has  simply  been 
extended  six  months  and  will  expire  on  the  1st  day  of  July. 

The  Chaibman.  Has  there  been  any  proposal  to  invite  contracts? 

Mr.  CovEBT.  The  proposals  have  just  been  submitted  to  the  pur- 
chasing agent  on  which  to  invite  bids.  We  submitted  them  two  or 
three  oays  ago. 

The  Chaibman.  Is  that  the  first  time  the  effort  has  been  made 
since  this  authority  was  provided  under  the  last  appropriation  bill? 

Mr.  CovEBT.  To  make  a  general  contract^  I  think  so;  yes.  sir. 

Mr.  DeGbaw.  For  the  reason,  Mr.  Chairman,  again,  tnat  we  did 
not  get  the  figures  straightened  out  as  we  hoped  to  do  earlier  than  the 
time  specified  by  Mr.  Covert. 

The  Chaibman.  You  requested  this  authority  last  year? 

Mr.  DeGbaw.  Yes,  sir. 

The  Chaibman.  And  we  granted  the  authority.  Now  more  than 
six  months  have  passed  and  you  have  not  exercised  it. 

Mr.  DeGbaw.  Because,  as  I  heretofore  stated,  we  could  not 
accomplish  earlier  the  transfer  of  the  proper  people  we  desired  to  go 
into  that  division  to  take  up  the  details. 

The  Chaibman.  How  does  it  come  that  you  extended  this  contract 
for  a  year  and  not  for  six  months? 

Mr.  CovEBT.  I  think  that  the  contract  for  stamped  envelopes, 
which  comes  under  the  Third  Assistant  Postmaster-General,  expires 
on  the  1st  of  July,  1907,  and  this  old  contract  was  continued  until  that 
time,  in  order  to  give  everybody  a  chance  to  bid  on  all  envelopes  at 
the  same  time. 

The  Chaibman.  But  let  me  call  your  attention  to  the  phraseologv 
of  the  existing  law  which  you  will  fmd  on  page  40  of  the  skeleton  bill : 

The  Postmaster-General  is  authorized  to  extend,  for  a  period  not  exceeding  six 
months,  the  contract  for  ofhcial,  registry,  and  dead-letter  envelopes  for  the  postal 
service  for  the  calendar  year  ending  December  31, 1906. 

Mr.  CovEBT.  That  is  all  he  has  extended  it  for? 

The  Chaibman.  That  contract  expired  on  the  31st  of  December? 

Mr.  CovEBT.  Yes,  sir. 

The  Chaibman.  Now  you  have  extended  that  for  six  months? 

Mc.  CovEBT.  Yes,  sir. 

The  Chaibman.  Under  that  authority? 

Mr.  CovEBT.  Under  that  authority. 
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The  Chairman.  And  the  eathnate  which  you  have  made  for  these 
envelopes  is  based  upon  the  old  contract,  plus  10  per  centi 

Mr.  Covert.  Plus  10  per  cent;  yes,  sir. 

The  Chairman.  Do  you  not  think  that  as  long  as  your  Department 
arbitrarily  increases  the  rate  of  existing  contracts  in  its  estimates  by 
10  per  cent  bidders  are  very  likely  to  bid  at  least  10  per  cent  morel 

Mr.  Covert.  I  do  not  believe  I  understand  your  question. 

The  Chairman.  Do  not  your  estimates  become  a  "pacing  rate" 
for  bidders  upon  that  contract,  and  if  you  arbitrarily  increase  your 
estimate  by  10  per  cent  do  you  suppose  any  bidder  is  going  to  bid 
any  less  than  your  estimate? 

Mr.  DeGraw.  That  is  a  matter,  Mr.  Chairman,  where  we  are  sub- 
mitting an  estimate  to  cover  what  we  feel,  from  the  best  information 
obtainable,  may  be  essential,  namely,  a  raise  of  10  per  cent.  That 
matter  comes,  of  course,  within  the  exclusive  jurisdiction  of  the  pur- 
chasing agent,  and  we  do  not  know  that  it  will  go  to  10  per  cent.  We 
believe  it  will,  however,  from  the  best  information  obtainable. 

Mr.  Covert.  Just  to  show  you  what  has  occurred,  up  to  December 
31,  we  expended  one  hundred  and  one  thousand  ana  some  dollars 
out  of  that  appropriation  of  $200,000.  And  another  thing  should  be 
taken  into  consiaeration — we  would  have  expended  $13,000  more 
if  a  clerk  in  the  Supply  Division  had  not  found  that  an  inferior  grade 
of  paper  was  beine  furnished,  and  the  Postmaster-General  deducted 
$13,000  from  the  contract.  So  that  by  the  end  of  the  year  we  would 
have  practically  used  up  $200,000  this  year,  under  the  present  contract 
prices. 

Mr.  Stafford.  What  articles  are  included  under  the  generic  term 
** stationery''  in  that  first  item? 

Mr.  Covert.  I  will  read  from  the  specifications  if  you  wish. 

Mr.  Stafford.  No;  just  generally. 

Mr.  Covert.  Paper,  pens,  inks,  mucilage,  blotters,  blotting  paper, 
penknives,  blotter  pads,  cards,  cardboard^  blank  copy  books,  tracing 
paper  and  tracing  cloth,  drawing  materials,  pencils,  rubber  bands, 
Miller  postal  account  books,  erasers,  penholders — I  believe  those  are 
the  principal  ones. 

Mr.  Stafford.  How  long  is  the  contract  for  those  articles  let; 
and  what  is  the  method  of  letting  the  contract? 

Mr.  Covert.  The  contract  is  let  by  the  purchasing  agent  of  the 
Department. 

Mr.  Stafford.  Do  you  let  the  contract  in  an  entirety,  or  by 
separate  gradations  of  articles? 

Mr.  Covert.  There  are  different  contractors  for  diflFerent  articles. 
One  contractor  may  be  awarded  the  contract  for  four  or  five  articles, 
and  another  contractor  may  have  but  one  article. 

Mr.  Stafford.  For  what  length  of  period  does  that  contract  run? 

Mr.  Covert.  I  believe  those  contracts  are  for  one  year.  I  am  not 
positive  about  that.     The  purchasing  agent  handles  that  entirely. 

Mr.  Stafford.  Where  does  the  contract  provide  for  delivery? 

Mr.  Covert.  Within  the  doors  of  the  supply  division  of  the  Post- 
Qffice  Department. 

Mr.  Stafford.  Then  it  is  the  practice  of  the  Department  to  send 
these  articles  by  mail  to  the  various  post-offices  throughout  the 
country? 

Mr.  Covert.  Yes,  sir;  nearly  everything. 
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Mr.  DeGbaw.  It  has  been,  Mr.  Chairman,  up  to  the  present  time, 
and  will  be  until  we  are  notified  of  the  next  weighing.  Then  we 
have  to  take  up  the  matter  of  providing  for  shipment  of  these  goods 
by  freight,  as  per  the  instructions  earned  in  tne  last  appropriation 
bill,  wluch  I  believe  will  come  along  about  the  first  of  February,  from 
the  information  we  have  been  able  to  receive  up  to  the  present  time. 

Mr.  Stafford.  Many  of  these  articles  can  be  provided  by  stationery 
houses  at  various  parts  of  the  country  where  these  post-offices  are 
located;  can  they  not? 

Mr.  DeGraw.  Yes,  sir;  they  could  be  provided  there,  but  we 
could  not  make  a  series  of  contracts  for  them. 

Mr.  Stafford.  Do  you  know  what  the  practice  is  as  to  furnishing 
stationery  for  the  engineering  corps  throughout  the  countrj^,  as  to 
stationery  necessary  in  the  respective  engineering  divisions  ? 

Mr.  DeGraw.  No,  sir;  I  do  not. 

Mr.  Stafford.  The  practice  there  is,  I  may  say,  to  authorize  the 
local  engineering  officer  to  advertise  for  bids  on  stated  proposals  for 
the  stationery  necessarv  in  his  division,  which  does  away  with  the 
added  cost  of  sending  those  articles  by  mail. 

Mr.  DeGraw.  I  doubt  very  much  if  as  economical  arrangejiients 
could  be  made  locally  in  that  way  as  under  the  bulk  system  now  fol- 
lowed by  the  Post-Office  Department.  I  am  not  faiiiiliar,  however, 
with  the  engineering  supplies. 

Mr.  Covert.  The  creation  of  the  purchasing  agent's  office  of  the 
Post-Office  Department  would  prohibit  any  division  or  any  branch 
of  the  Post-Office  Departn.ent  outside  of  the  purchasing  agent's 
office  buying  supplies. 

Mr.  Stafford.  I  was  making  the  inquiry  to  see  whether  aoive  sys- 
tem could  not  be  substituted  to  relieve  the  ir  ails  of  these  supplies, 
and  at  the  same  time  enable  the  service  to  be  supplied  with  these 
materials  at  a  low  rate,  as  is  done  in  other  services.  To  what  various 
offices  are  these  articles  supplied  under  the  general  head  of  ''sta- 
tionery'*? 

Mr.  Covert.  Every  first  and  second  class  office,  and  a  small 
amoimt  of  supplies  to  all  money-order  offices. 

Mr.  Stafford.  Whether  they  are  third  class  or  fourth  class  offices? 

Mr.  Covert.  Whether  they  are  third  class  or  fourth  class  offices, 
and  to  the  Railway  Mail  Service? 

Mr.  Stafford.  Does  this  provision  of  stationery  provide  for  the 
letter  stationery  of  postmasters  throughout  the  country? 

Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  And  for  their  envelopes  that  are  necessary  in  their 
personal  mail  ? 

Mr.  Covert.  No;  the  envelopes  come  out  of  the  appropriation  for 
official  envelopes  that  the  supply  division  furnishes  to  postmasters. 

Mr.  DeGraw.  That  is  a  separate  item. 

Mr.  Stafford.  Last  year  vour  estimate  was  based  merely  on  the 
providing  of  stationery  for  first  and  second  class  offices;  it  did  not 
take  into  account  the  supply  of  stationery  to  the  other  offices  not  first 
and  second  class. 

Mr.  DeGraw.  That  is  right,  during  1906;  yes,  sir. 

Mr.  Stafford.  Why  do  you  recommend  the  omission  of  the  word 
"  dead-letter,"  in  the  second  item,  from  the  phraseology  of  the  bill? 

Mr.  DeGraw.  Where  is  that? 
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Mr.  Stafford.  On  page  40;  the  second  item. 

The  Chairman.  In  the  regular  estimates  of  the  Treasury  Depart- 
ment, reported  to  Congress,  the  postal  service  estimates  appear. 
Tliis  item  appears  there  as  ''  official  and  registry  envelopes,  $180,000;*' 
and  for  that  reason  the  word  "dead-letter"  is  omittea  from  our  reo- 
ommendations.  If  you  will  turn  to  the  estimates  of  appropriations, 
in  the  fore  part  of  this  draft,  at  page  006  of  the  bill  before  you,  you 
will  find,  under  the  office  of  "Fourth  Assistant  Poslmaster-iieneral," 
the  regular  estimates.  The  second  item  is,  "official  and  registry 
envelopes.'' 

Mr.  Covert.  Dead-letter  envelopes  would  come  imder  "official 
envelopes." 

Mr.  Stafford.  And  yet  a  year  ago,  when  you  were  recommending 
a  change  in  the  phraseology,  based  upon  the  reorganization  of  this 
service,  you  included  "official,  registry,  and  dead-letter."  Is  not, 
by  the  term  "official,"  a  distinct  character  of  envelope  recoguized,  as 
contradistinguished  from  "dead-letter"? 

Mr.  CovKRT.  I  should  say  not. 

Mr.  Stafford.  The  term  "official  envelope"  would  relate  to  the 
penalty  envelope,  while  the  term  "dead-letter  envelope"  would  refer 
to  a  specific  kind;  would  it  not? 

Mr.  Covert.  Just  one  kind  of  envelope. 

Mr.  Stafford.  A  registry  envelope  is  also  an  official  envelope,  is 
it  not? 

Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  Then*  why  should  you  not  omit  "registry"  if  jo\i 
omit  "dead-letter"?  Do  you  not  ask  for  separate  bida  for  official, 
registry,  and  dead-letter  envelopes,  describing  them  as  such — 
describing  them  in  those  classes? 

Mr.  Covert.  We  get  up  our  specifications  for  every  form  of 
envelope. 

Mr.  Stafford.  There  is  no  si)ecial  reason  why  dead-letter  envelopes 
should  be  omitted? 

Mr.  Covert.  No  special  reason. 

Mr.  Stafford.  And  there  might  be  some  special  reason  why  they 
should  be  included? 

Mr.  Covert.  I  did  not  notice  that.  I  did  not  have  anything  to  do 
with  getting  up  those  former  estimates,  and  I  do  not  Imow  why  it 
was  done. 

BLANKS,  BLANK  BOOKS,  ETC. 

The  Chairman.  Mr.  DeGraw,  in  the  items  for  "blanks,  blank 
books,"  etc.,  you  ask  for  $200,000,  an  increase  of  $25,000  over  the 
current  law.  What  necessitates  that  increase?  Or,  by  the  way, 
have  you  any  modification  of  that  item? 

Mr.  DeGraw.  That  is  simply  to  meet  the  natural  growth  of  the 
service,  Mr.  Chairman. 

The  Chairman.  You  ask  no  change  in  that  estimate,  I  mean? 

Mr.  DeGraw.  No;  there  is  no  change  in  it. 

The  Chairman.  In  the  estimate? 

Mr.  DeGraw.  No,  sir. 

The  Chairman.  You  have  made  some  changes  in  these  other  items? 

Mr.  DeGraw.  Yes,  sir;  that  is  right. 
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The  Chairman.  What  is  the  condition  of  the  appropriation  for  the 
current  year?     Are  you  going  to  have  enough,  or  have  any  left? 

Mr.  Covert.  It  will  practically  be  expended  at  the  end  of  the  year. 

The  Chairman.  The  item  for  $5,000,  which  next  follows,  is  to 
cover  a  miscellaneous  number  of  items.  You  ask  for  the  same  next 
year? 

Mr.  Covert.  Yes,  sir. 

SUPPLIES,  CITY  DELIVERY   SERVICE. 

The  Chairman.  In  the  supplies  for  the  city  deUvery  service  you 
make  no  change  in  the  recommendation?    . 

Mr.  Covert.  We  ask  that  this  appropriation  be  reduced  from 
$125,000  to  $80,000. 

The  Chairman.  Are  you  quite  sure  that  you  can  ask  a  decrease 
there? 

Mr.  Covert.  I  think  so. 

The  Chairman.  That  has  been  because  you  recommend  the  strik- 
ing out  of  the  freight  and  package  and  cartage  charges,  is  it  not? 

Mr.  Covert.  No;  that  is  simply 

The  Chairman.  If  you  will  look  at  page  42  of  the  skeleton  bill, 
you  will  see  that  the  language  in  brackets  is  not  estimated  or  con- 
tained in  your  estimates.  Do  you  propose  to  strike  out  the  item  of 
''freight,  package,  and  cartage'^  from  this  item,  and  still  get  along 
with  $80,000? 

Mr.  DeGraw.     We  have  a  separate  appropriation  for  all  that. 

The  Chairman.  Ah!  Then  that  separate  appropriation  is  what  has 
impelled  you  to  recommend  a  decrease,  is  it? 

ilr.  Covert.  No,  sir;  no  such  thing. 

Mr.  DeGraw.  No,  sir;  we  did  not  take  that  into  consideration  at 
that  time. 

Mr.  Covert.  I  think  freight  and  cartage  is  included. 

The  Chairman.  Then  if  ''freight,  package,  and  cartage  charges" 
should  be  retained  in  this  language,  you  would  still  recommend  that 
it  be  reduced  to  $80,000? 

Mr.  Covert.  We  would  still  recommend  that  it  be  reduced  to 
$80,000. 

The  Chairman.  What  is  your  explanation  for  omitting  the  freight, 
package,  and  cartage  charges  from  tliis  item? 

Mr.  Covert.  The  only  explanation  I  can  make  is  that  it  must  have 
been  intended  to  include  it  in  one  general  allowance  for  freight. 

Mr.  DeGraw.  That  was  the  understanding,  Mr.  Chairman,  before 
the  reorganization — that  that  freight  would  have  to  be  paid  out  of 
the  lump  appropriation  for  which  you  made  an  appropriation  of 
$300,000. 

The  Chairman.  No;  we  made  an  appropriation  of  $250,000. 

Mr.  DeGraw.  Was  it  $250,000  ? 

The  Chairman.  Yes. 

Mr.  DeGraw.  And  of  course  none  of  that  has  been  touched  yet, 
because  we  have  not  reached  the  weighing  period. 

The  Chairman.  Have  you  not  paici  any  freight  on  supplies? 

Mr.  DeGraw.  Oh,  yes.  W^e  have  used  some  of  that  appropria- 
tion in  transporting  letterpresses.     I  had  forgotten  that. 

r  o  A  B— 07 18 
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The  Chairman.  Have  you  not  used  any  freight  in  the  supphe^  for 
the  city  delivery  service? 

Mr.  Covert.  That  is  all,  I  believe,  paid  out 

Mr.  DeGraw.  I  do  not  recall  any. 

The  Chairman.  Paid  out  of  what,  Mr.  Covert? 

Mr.  Covert.  It  comes  out  of  the  appropriation  for  the  supplies 
for  the  city  delivery  service. 

The  Chairman.  The  freight  charges,  you  mean? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  To  what  extent  have  you  utilized  the  freight  in 
the  transportation  of  supplies  for  the  city-delivery  service  auring 
the  last  SIX  months? 

Mr.  DeGraw\  Only  in  the  shipment  of  large  letterpresses.  We 
had  upward  of  100  very  large  letterpresses  to  ship.  Some  of  them 
went  to  Alaska. 

The  Chairman.  How  are  those  letterpresses  used  in  the  city- 
delivery  service? 

Mr.  Covert.  They  are  not  purchased  as  city-delivery  supplies; 
they  are  out  of  a  different  appropriation. 

The  Chairman.  I  am  asking  to  what  extent,  if  any,  freight  has 
been  used  in  the  transportation  of  supplies  for  the  city-delivery 
service.     That  is  the  item  that  we  now  have  before  us. 

Mr.  Covert.  I  have  a  statement  here  somewhere,  if  I  can  find  it. 
[After  looking  for  statement:]  I  am  unable  to  locate  that  state- 
ment, but  I  nave  one  showing  the  amount.  I  can  furnish  those 
figures.     A  few  hundred  dollars  have  been  expended. 

The  Chairman.  What  I  mean  is,  Mr.  Covert,  what  has  been  the 
practice  of  the  Department  since  the  1st  of  last  July  in  the  matter 
of  transportation  by  freight  of  the  supplies  of  the  city-delivery  serv- 
ice? I  am  not  particular  about  the  amount  of  money,  but  what  is 
the  practice  of  tlie  Department? 

Mr.  Covert.  Such  things  as  straps  and  satchels  come  direct  from 
the  contractor  here,  and  are  shippea  by  mail  to  the  postmasters. 

The  Chairman.  Why  are  they  not  shipped  by  freight? 

Mr.  DeGraw.  Because,  Mr.  Chairman,  that  would  be  a  duplica- 
tion of  expense.  In  other  words,  under  our  contracts  with  the  rail- 
roads the  transportation  of  that  character  of  supplies  is  provided  for 
hj  mail.  If  we  should  ship  them  by  freight,  we  would  be  paying  the 
railroad  the  freightage 

The  Chairman.  You  mean  that  is  included  now  in  the  general  pay 
of  railroads. 

Mr.  DeGraw.  For  mail  service. 

The  Chairman.  Have  you  shipped  any  such  suppUes  into  divisions 
where  the  weighing  had  taken  place  or  w^as  in  process  of  being  taken? 

Mr.  Covert.  It  is  not  taking  place;  it  will  not  commence  until 
February. 

The  Chairman.  No;  since  the  first  of  last  July  no  weighing  has 
taken  place.     That  is  quite  correct. 

Mr.  DeGraw.  No,  sir;  and  as  we  understand,  it  will  not  take  place 
until  the  first  of  February.  In  regard  to  the  matter  of  these  letter- 
presses, to  which  we  just  referred,  there  w^as  a  decision  by  the  First 
Assistant  Postmaster-General,  something  more  than  a  year  before 
this  matter  of  freightage  came  up,  to  the  effect  that  matter  of  such 
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bulk  was  not  intended  to  be  shipped  by  mail.  Therefore  there  has 
been  virtually  no  change  made;  but  we  have  simply  followed  that 
decision,  which  was  borne  out  by  a  subsequent  opinion  of  the  Assist- 
ant Attorney-General. 

Mr.  Stafford.  Are  all  of  these  suppUes  that  are  covered  in  tliis 
appropriation,  as  well  as  those  stated  m  the  prior  items,  sent  to  the 
Department  here  by  freight  alone  or  are  any  of  them  shipped  by 
mail? 

Mr.  Covert.  All  that  are  shipped  to  the  Department  are  shipped 
by  freight;  but  letter  boxes  ana  package  boxes  and  posts  go  direct 
from  the  contractor  to  the  postmaster,  at  the  expense  of  the  con- 
tractor. Satchels  and  straps  and  the  smaller -items  furnished  out  of 
that  appropriation  are  sent  to  the  Department  at  the  expense  of  the 
contractor  and  delivered  within  the  doors  of  the  supply  division. 

Mr.  Stafford.  Why  do  you  not  extend  that  provision  so  far  as 
the  other  matters  covered  in  these  items  of  appropriation  are  con- 
cerned ? 

Mr.  Covert.  Because  in  the  case  of  such  things  as  satchels  and 
straps  every  one  of  them  is  inspected  by  a  committee  appointed  by 
the  rostmaster-General  for  the  purpose,  to  see  that  they  comply  witn 
the  requirements  of  the  specifications. 

Mr.  Stafford.  Each  consignment  is  inspected  upon  its  receipt 
here  in  Washington? 

Mr.  Covert,   i  es,  sir. 

Mr.  PeGraw\  And,  Mr.  Stafford,  if  you  will  pardon  me  right  there, 
you  wall  remember  that  last  year  that  question  came  up,  and  we 
told  you  how  essential  it  was  in  the  case  of  these  satchels,  whether 
leather  or  canvas,  with  thousands  of  them  coming  in,  that  they 
should  be  examined  and  passed  upon  by  a  standing  committee 
appointed  for  that  purpose,  and  how"  expensive  it  would  be  if  we 
had  to  send  that  committee  from  Washington  to  the  manufactories 
in  order  to  ascertain  whether  or  not  they  came  up  to  specifications. 
And  I  will  say  here,  by  way  of  parenthesis,  there  are  many  of  them 
that  have  to  Be  returned. 

Mr.  Stafford.  Why  do  you  not  provide  in  the  contract  that  the 
expense  shall  be  borne  by  tlie  contractor  for  the  delivery  of  furniture, 
baskets,  time  cards,  time-card  frames,  time-recorder  supplies,  and 
these  other  items  enumerated  in  this  paragraph  ? 

Mr.  Covert.  I  would  like  to  modify  a  statement  I  made  there. 
I  said  that  the  charges  on  letter  boxes  were  paid  by  the  contractor. 
That  is  erroneous.  They  are  not.  The  freight  charges  are  paid  by 
the  Department. 

The  Chairman.  But  they  go  direct  from  the  manufacturer  to  the 
city  of  use  ? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  Mr.  Stafford  has  asked  a  question  that  has  not 
been  answered. 

•  Mr.  DeGraw;.  (To  Mr.  Stafford).  The  reason  for  that,  I  think,  had 
better  be  explained  by  the  purchasing  agent,  as  he  can  probably  tell 
you  more  intelligentlv  than  we  can  \vhy  it  is  more  economical  to  do 
it  under  the  present  Basis. 

Mr.  Stafford.  Who  provides  the  proposals  which  would  contain 
such  a  provision — your  office  or  the  purchasing  agent? 
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Mr.  Covert.  We  get  the  specifications,  and  I  believe  it  should  be 
the  duty  of  the  Fourth  Assistant  to  say  where  the  goods  should  be 
dehvered. 

Mr.  Stafford.  So  the  matter  is  within  the  jurisdiction  of  the 
Fourth  Assistant  rather  than  the  purchasing  agent? 

Mr.  Covert.  To  say  where  the  goods  should  be  dehvered? 

Mr.  Stafford.  And  as  to  the  character  of  the  shipment  ? 

Mr.  Covert.  I  think  so. 

Mr.  Stafford.  Then  I  will  put  the  question  again:  Why  do  you 
not  make  a  similar  provision  to  the  other  items  containea  in  this 
appropriation,  other  than  those  that  you  have  specially  excepted 
and  stated  ? 

Mr.  DeGraw.  Because,  Mr.  Chairman,  up  to  the  present  time  it 
has  not  been  delegated  to  the  Fourth  Assistant  to  make  those  pro- 
posals or  specifications.  W^e  simply  advise  the  purchasing  agent 
what  is  needed  and  request  him  to  invite  the  proposals  therefor, 
which  he  does. 

Mr.  Stafford.  There  is  a  conflict  of  statement  between  yourself 
and  your  assistant. 

The  Chairman.  Mr.  Covert  has  just  stated  that  you  prepared  those 
specifications  in  your  office. 

Mr.  Stafford.  And  that  you  had  full  charge  of  that  matter. 

Mr.  DeGraw.  I  should  not  have  included  specifications,  which  we 
do  prepare — that  is,  as  to  what  we  desire;  but  we  do  not  make  the 
proposals  for  them  or  request  their  delivery,  either  by  mail  or  freight. 

The  Chairman.  Do  you  make  the  specifications  or  do  you  confine 
youreelf  to  making  the  request  ? 

Mr.  Covert.  The  specifications  are  drawn  up  in  the  oflBce  of  the 
Fourth  ^Vssistant  Postmaster-General. 

The  Chairman.  Then  Mr.  Stafford  asks  (and  I  think  very  perti- 
nently), if  specifications  are  drawn  up  in  your  oflSce,  why  do  you  not 
include  in  those  specifications  the  transportation  at  the  expense  of 
the  contractor? 

Mr.  DeGraw.  The  only  reason  for  that  is  that  there  are  so  many 
small  lots  tha{  go  out. 

Mr.  Covert.  I  made  an  erroneous  statement  there,  as  I  said 
before,  in  regard  to  letterboxes.  They  are  shipped  from  the  con- 
tractor direct  to  the  postmaster;  but  the  Government  not  pay  the 
expense  of  that  shmment. 

Mr.  Stafford.  But  my  question  is  directed  to  the  other  articles 
besides  those  you  have  stated,  and  I  ask  why, you  do  not  require  the 
shipment  of  these  other  articles  at  the  expense  of  the  contractor  or 
at  the  expense  of  the  Government,  by  freight,  for  delivery  at  the 
offices  of  use  ? 

Mr.  Covert.  Because  we  wish  to  inspect  satchels  and  things  of 
that  kind.     That  might  apply  to  time  cards. 

The  Chairman.  A^d  do  you  inspect  time  cards? 

Mr.  Covert.  No;  we  do  not  inspect  time  cards. 

The  Chairman.  Do  you  inspect  baskets? 

Mr.  Covert.  No. 

The  Chairman.  Do  you  inspect  any  of  these  other  articles  that 
have  been  enumerated  ? 

Mr.  Covert.  Nothing  but  satchels  and  straps. 


POST-OFFICE  APPROPRIATION   BILL.  277 

The  Chairman.  Then  I  would  be  glad  to  hear  an  answer,  if  you  can 
make  it,  to  Mr.  Stafford's  question  as  to  why  you  do  not  do  that 
except  as  to  straps  and  satchels.  Why  is  not  that  a  part  of  your 
specifications  ?     Is  there  any  reason  for  omitting  it  ? 

Mr.  DeGraw.  Mr.  Cochran,  how  have  we  gotten  into  that  prac- 
tice ?    We  make  the  specifications,  as  has  been  stated  to  you. 

Mr.  Cochran.  Yes,  sir. 

Mr.  DeGraw.  And  you  make  the  proposals.  Now,  do  you  know 
of  any  good  reason  as  to  why  we  should  not  include  these  matters? 
We  never  have  done  it,  of  course,  as  far  as  I  know. 

Mr.  Cochran.  The  articles  of  stationery  have  always  come  to  the 
Department. 

The  Chairman.  We  are  not  talking  of  stationery;  we  are  talking 
of  the  supphes  for  the  city-delivery  service. 

Mr.  Cochran.  Yes,  sir.  The  package  boxes  and  letter  boxes  are 
inspected  at  Cleveland  before  thev  are  shipped.  We  have  recently 
inspected  the  baskets,  also,  and  tne  letter  presses  were  inspected  at 
Clucago. 

The  Chairman.  Are  those  the  places  of  the  manufacture  of  these 
articles  ? 

Mr.  Cochran.  Yes,  sir — at  least  the  place  of  delivery  by  the  con- 
tractor. The  letter  presses  are  made  within  about  40  miles  of  Chi- 
cago, but  Chicago  is  the  place  where  they  have  to  be  delivered  to  the 
Post-Office  Department  for  shipment. 

The  Chairman.  Then  where  do  they  go  from  there  ? 

Mr.  Cochran.  They  go  from  there  airect  to  the  postmasters  after 
they  have  been  inspected. 

Mr.  DeGraw.  Upon  requisition  of  the  Fourth  Assistant  upon  the 
purchasing  agent,  who  in  turn  deals  with  the  contractor. 

Mr.  Stafford.  How  are  they  sent — ]yj  mail  or  by  freight  ? 

Mr.  Cochran.  They  are  sent  by  freight. 

Mr.  Stafford.  By  whom  are  they  inspected? 

Mr.  Cochran.  They  are  inspected  by  a  post-office  inspector.  The 
sample  press  was  sent  out  to  Chicago  for  his  use,  so  that  he  would  have 
the  sample  on  which  the  award  was  made  to  compare  with  those  that 
,were  delivered. 

Mr.  Stafford.  With  every  consignment  is  there  a  separate  inspec- 
tion made? 

Mr.  Cochran.  Yes,  sir;  every  press  is  marked  '* inspected  and 
accepted.' ' 

Mr.  Stafford.  Who  makes  the  inspection  as  to  the  letter  boxes? 

Mr.  Cochran.  Another  post-office  inspector. 

Mr.  Stafford.  At  a  point  nearest  to  the  point  of  manufacture  ? 

Mr.  Cochran.  At  the  point  of  manufacture — that  is,  in  Cleveland, 
in  that  instance.  Both  the  package  boxes  and  the  letter  boxes, 
while  not  in  the  same  contract,  are  made  by  the  same  contractor  at 
Cleveland. 

Mr.  Stafford.  With  the  permission  of  Mr.  DeGraw,  I  would  like 
to  ask  Mr.  Cochran  here  whether  he  kno.ws  any  reason  why  that 
same  practice  should  not  extend  to  these  other  items — such  as  fur- 
niture, baskets,  time  cards,  time-card  frames,  time-recorder  sup- 
plies, etc. 

Mr.  Cochran.  It  is  extended  to  furniture,|^Ir.'^StafTord — that  is. 
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the  great  bulk  of  it ;  all  of  the  rural  free-delivery  stuff — but  it  is  the 
city  delivery  you  are  talking  of. 

Air.  DeGraw.  This  is  the  city  delivery. 

The  Chairman.  Yes;  this  is  the  city  deli  very. 

Mr.  Cochran.  The  satchels,  I  thmk,  could  be  inspected  at  the 
place  of  manufacture;  but  it  would  involve  some  little  trouble  and 
expense  for  travel.  But  the  Second  Assistant  inspects  his  stuff  at 
the  factory  and  has  it  either  rejected  or  accepted  there.  There  are 
some  contractors  who  have  stated  to  me  that  that  is,  in  their  judg- 
ment, a  very  mUch  more  desirable  method,  because  if  there  are  any 
slight  imperfections  they  can  be  remedied  right  there.  That  is,  if 
there  are  a  few  loose  stitches,  or  something  of  that  kind  that  would 
compel  the  rejection  of  the  satchel,  but  still  there  is  a  very  slight 
amount  of  work  necessary  to  make  it  perfect,  they  would  have  the 
article  right  there,  so  that  they  could  fix  it  up  and  have  it  ready  for 
the  next  inspection. 

Mr.  Stafford.  What  is  the  practice  of  the  Department  as  to 
embodying  in  the  contracts  a  stipulation  for  the  expense  of  shipment 
to  be  borne  by  the  contractor  or  by  the  Department? 

Mr.  Cochran.  In  the  case  of  all  the  satchels  delivered  to  the 
Department — that  is,  delivered  at  the  supply  division — the  con- 
tractor has  to  pay  all  of  the  transportation  cnarges,  and  these  other 
heavy  articles  are  simply  delivered  crated  f.  o.  b.  at  the  station  after 
they  have  been  inspected. 

Mr.  Stafford.  Is  it  the  practice  of  the  Department  to  inspect 
every  article  that  is  supplied  to  the  postal  service? 

Mr.  Cochran.  It  is  the  practice.  There  are  some  things  to  which 
it  has  not  yet  been  extended.  That  is,  there  is  a  lot  of  leatheroid 
stuff  manufactured  at  Kennebunk,  Me.,  that  we  have  never  provided 
for  inspection  for,  but  the  goods  have  always  been  satisfactorj"  and 
are  well  made.     No  special  necessity  for  it  has  ever  been  shown. 

Mr.  Stafford.  Do  you  think  it  is  necessary  to  have  a  special 
inspection  of  every  basket  that  is  offered  to  the  Government  under  a 
contract  t 

Mr.  Cochran.  I  think  there  should  be  such  an  inspection.  The 
necessity  for  that  was  shown  in  the  case  of  the  contract  at  Peterboro,. 
N.  H.  It  was  shown  that  the  baskets  ordered  for  the  Department 
there  during  this  season  varied  very  materially  from  the  accepted 
satchels. 

The  Chairman.  How  are  those  baskets  used  in  the  city-delivery 
service  ^ 

Mr.  Covert.  They  are  used  for  carriers,  for  w^aste-paper  baskets, 
and  for  carrying  mail  from  cases. 

The  Chairman.  In  the  office  and  about  the  city-delivery  oflBces? 

Mr.  Covert.  In  the  offices. 

Mr.  Stafford.  From  what  appropriation  do  you  receive  money 
to  pay  for  the  freight  and  drayage  on  articles  similar  to  those  described 
here  in  offices  other  than  those  used  in  the  city-delivery  service? 

Mr.  Covert.  The  rural  free-delivery  appropriation — the  appro- 
priation for  rural  free-deliver}'^  supplies. 

Mr.  Stafford.  Is  there  not  some  necessity  for  freight  charges  at 
offices  tliat  are  not  either  city-delivery  offices  or  connected  with  the 
rural-delivery  service  ? 
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Mr.  DeGraw.  Those  offices  are  generally  smaller  offices  and 
located  on  the  railroads. 

Mr.  Covert.  I  can  not  think  of  any  case  of  that  kind. 

Mr.  DeGraw.  I  have  never  discovered  any  such  cases. 

Mr.  Stafford.  If  there  were  such  offices,  there  would  be  no  appro- 
priation to  pay  for  the  shipment  of  supplies  by  freight  to  those 
offices. 

Mr.  Covert.  I  do  not  know  what  we  could  furnish  to  an  office  of 
that  kind.     I  do  not  know  of  any  supr^lies  we  could  furnish. 

Mr.  Stafford.  I  can  readily  conceive  how  there  might  be  a  third- 
class  office  which  would  not  have,  of  course,  city-delivery  service,  and 
which  might  not  have  rural-delivery  service,  and  which  would  still 
need  supplies  of  this  character. 

Mr.  Covert.  I  do  not  think  we  would  furnish  them. 

Mr.  Stafford.  They  would  go  without,  then,  because  there  would 
be  no  appropriation  ? 

Mr.  Covert.  There  would  be  no  carriers  there,  and  they  would 
have  no  baskets  or  anything  out  of  that  appropriation. 

Mr.  Stafford.  They  might  have  need  tor  some  furniture  in  their 
office.  They  might  have  need  for  some  time  cards,  or  some  of  these 
stencils,  or  some  of  these  other  items  named. 

Mr.  Covert.  Then  they  would  have  to  furnish  them  themselves — 
anything  they  wanted  in  that  line. 

postmarking,  rating  stamps,  etc. 

The  Chairman.  Mr.  DeGraw,  in  the  item  for  the  appropriation  for 
postmarking,  rating,  and  money-order  stamps,  ink,  etc.,  of  $35,000, 
you  recommend  the  same  amount.  Do  you  make  any  change  now 
m  that  estimate  ? 

Mr.  DeGraw.  We  ask  that  that  be  dropped  to  $30,000,  Mr.  Chair- 
man— a  reduction  of  $5,000. 

The  Chairman.  You  have  included  ribbons  for  dating  stamps. 
Was  not  that  covered  by  any  other  appropriation? 

Mr.  DeGraw.  No,  sir;  I  tnink  not. 

The  Chairman.  In  the  preceding  item,  the  one  that  was  just  left, 
you  have  included  the  words  '^letter-box  fasteners."  That  was  not 
covered  by  any  other  appropriation,  was  it? 

Mr.  Covert.  They  were  bought  out  of  the  city-delivery  appro- 
priation. 

The  Chairman.  They  were  bought,  but  you  thought  they  ought  to 
be  specified  ? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  And  the  same  is  true  of  the  ribbons  for  dating 
stamps  ? 

Mr.  Covert.  Yes,  sir. 

Mr.  DeGraw.  And  both  of  those  items,  I  will  say,  Mr.  Chairman, 
came  in  from  our  experience  of  last  year,  when  you  desired  further 
specifications  as  to  the  materials  to  be  purchased.  That  is  the  reason 
we  did  tfiat. 

The  Chairman.  What  do  you  mean  by  ''money-order  stamps,'' 
*'year  blocks  for  old  postmarxing,  and  money-order  stamps?''  You 
have  added  that  expression. 
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Mr.  Covert.  Can  I  make  a  statement  in  regard  to  this  appropria- 
tion? 

The  Chairman.  Certainly. 

Mr.  Covert.  We  have  reduced  that  appropriation  to  $30,000,  and 
have  also  reduced  the  appropriation  that  appears  on  page  44  for 


rubber  stamps  and  type,  metal-bodied  rubber  type,  etc.  Tne  appro- 
priation there  for  the  current  year  is  $6,000,  ana  we  have  reduced  it 
to  $5,000,  and  we  have  reduced  the  one  above  from  $35,000  to  $30,000. 
We  would  like  to  include  those  two  appropriations  in  one. 

The  Chairman.  Those  items  are  on  pages  43  and  44? 

Mr.  Covert.  No;  on  pages  42  and  44. 

The  Chairman.  You  would  like  to  include  the  item  for  post- 
marking, rating,  and  money-order  stamps,  etc.,  with  the  item  for 
rubber  stamps  and  type,  etc.  ? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  What  is  your  purpose? 

Mr.  Covert.  We  buy  certain  stamps  out  of  this  $35,000  appropria- 
tion now  and  certain  other  stamps  out  of  the  $6,000  appropriation; 
but  we  may  buy  pads  out  of  the  $35,000  appropriation  and  have 
them  in  stock,  and  a  postmaster  requests  something — some  of  those 
pads,  say;  that  is,  a  man  who  had  ordered  his  stamps  from  the  $6,000 
appropnation — and  we  would  give  him  his  supplies  for  those  stamps, 
ink,  etc.,  out  of  the  $35,000  appropriation.  It  is  only  a  confusion  of 
items,  which  could  be  obviated. 

The  Chairman.  Then  $35,000  would  be  ample  for  both? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  Which  would  result  in  a  reduction  of  $6,000? 

Mr.  Covert.  Six  thousand  dollars  on  the  two  appropriations. 

Mr.  Snapp.  They  want  to  consolidate  those  two  at  $35,000. 

Mr.  Covert.  We  want  you  to  consolidate  them  at  $35,000.  I 
would  like  to  have  that  read  as  follows:  '*For  steel  and  rubber  post- 
marking, rating,  and  money-order  stamps,  and  repairs  to  the  same; 
metal,  rubber,  and  combination  type,  dates  and  figures,  type  holders, 
ink  and  pads  for  canceling  and  stamping  purposes,  $35,000." 

Mr.  Stafford.  That  suggested  phraseology  would  cover  both  the 
item  as  found  on  page  42,  asking  for  an  allowance  of  $35,000,  and  that 
on  the  top  of  page  44,  for  $6,000? 

Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  Are  these  appropriations  for  supplies  furnished  to 
the  same  character  of  service? 

Mr.  Covert.  For  the  postal  service — ^yes,sir;  including  every  office. 

Mr.  Stafford.  Can  you  state  any  reason  why  they  should  remain 
separate  ? 

Mr.  Covert.  No,  sir;  I  should  prefer  to  have  them  made  one. 

Mr.  Stafford.  Do  you  know  why  they  originally  came  in  this 
separate  condition? 

Mr.  Covert.  I  believe  that  parts  of  them  were  under  different 
bureaus  before  the  supply  division  was  consolidated. 

Mr.  DeGraw.  That  is  correct.     I  know  that  to  be  a  fact. 

LETTER  BALANCES,  SCALES,  ETC. 

The  Chairman.  In  the  item  for  letter-balances,  etc.,  you  ask  the 
same  as  the  current  law.  Is  there  any  change  now  in  your  revised 
estimates  ? 
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Mr.  Covert.  We  have  asked  that  that  be  decreased  from  $15,000 
to  $10,000. 

The  Chairman.  That  is  a  decrease  of  $5,000? 

Mr.  Covert.  Five  thousand  dollars.  The  reason  for  that  is  that 
we  have  a  scale  shop  now,  a  branch  of  the  supply  division,  and  we 
are  repairing  the  old  scales  as  they  come  in. 

WRAPPING   PAPER,  WRAPPING   TWINE. 

The  Chairman.  You  ask  for  the  same  appropriation  for  wrapping 
paper— $13,000. 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  Aiid  the  same  for  wrapping  twine  and  tying 
devices— $200,000? 

Mr.  DeGraw.  Yes,  sir. 

PACKING   BOXES. 

The  Chairman.  You  ask  an  increase  of  $5,000  for  packing  boxes, 
sawdust,  paste,  and  hardware.  Is  that  on  account  of  the  increased 
price  of  sawdust? 

Mr.  Covert.  No  ;  that  is 

Mr.  DeGraw.  There  is  more  matter  to  be  freighted,  Mr.  Chair- 
man, under  tliis  freight  requirement. 

The  Chairman.  And  not  because  of  any  additional  price  of  the 
boxes  and  sawdust  ? 

Mr.  Covert.  No. 

The  Chairman.  But  on  account  of  the  additional  goods  that  must 
be  shipped  in  boxes? 

Mr.  Covert.  That  is  it. 

Mr.  DeGraw.  Yes;  and  the  greater  amount  of  packing,  due  to 
the  requirement  of  shipping  by  freight. 

The  Chairman.  Yes,  that  is  what  I  meant. 

Mr.  DeGraw.  Now,  we  place  these  supplies  right  in  the  car;  we 
do  not  have  to  box  them,  but  when  we  handle  the  same  supplies  by 
freight  we  will  have  to  include  all  of  them  in  boxes. 

Mr.  Snapp.  You  mean  when  they  are  sent  by  mail  you  do  not 
have  the  trouble  of  boxing? 

Mr.  DeGraw.  Yes,  sir;  as  it  is  now.  But  we  will  have  to  box  them 
to  send  them  by  freight. 

FACING   SLIPS,  ETC. 

The  Chairman.  You  ask  for  no  change  in  the  item  for  facing  slips, 
etc.,  recommending  $65,000,  just  the  same  as  at  present. 

Mr.  Covert.  We  reduce  that  to  $60,000. 

Mr.  DeGraw.  We  believe  that  we  can  take  $5,000  off  of  that  item, 
and  that  amount  is  included  in  the  aggregate  reduction. 

The  Chairman.  I  notice  that  you  include  the  words  noted  in 
italics,  *^card  slide  labels. '^  Was  not  that  expression  omitted  at  one 
time  for  some  reason,  and  now  you  seem  to  ask  its  restoration? 

Mr.  Covert.  The  appropriation  last  year  provided  for  the  purchase 
of  card  slide  labels. 

The  Chairman.  And  it  was  dropped  out  of  the  current  law? 

Mr.  Covert.  No,  sir;  it  is  in  there  now,  I  believe,  on  page  21. 

Mr.  Stafford.  The  bill  as  we  reported  it  to  the  House,  Mr.  Chair- 
man, contained  the  same  phraseology  as  that  embodied  in  this  item. 
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The  Chairman.  I  am  trying  to  find  out  how  that  was  dropp>ed  out. 
I  do  not  recall.     Where  on  page  21  is  it? 

Mr.  Covert.  This  is  page  21  of  the  public  acts  and  resolutions  of 
the  Fifty-ninth  Congress,  last  year. 

The  Chairman.  I  see  that  it  is  in  the  law  now.  The  clerk  says  he 
thinks  this  must  be  a  typographical  error  in  the  print  of  the  bill.  It 
is  in  the  law  now. 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  '^Facing  slips,  etc.,  for  card  slide  labels  " — that  is 
right;  it  is  an  error  in  the  print  of  the  bill. 

Mr.  Stafford.  Of  that  amount  how  much  had  been  expended  up 
to  the  first  of  the  year? 

Mr.  Covert.  Twenty-two  thousand  six  hundred  and  thirty-four 
dollars. 

Mr.  Stafford.  Is  the  rate  of  expenditure  in  the  first  half  of  the 
year  about  the  same  as  during  the  remaining  half? 

Mr.  Covert.  For  facing  slips,  yes,  sir;  but  at  any  time  something  is 
likely  to  come  up  making  it  necessary  to  buy  some  of  the  blanks  and 
books  of  an  urgent  nature  that  are  provided  for  in  that  appropriation. 

rubber  stamps. 

The  Chairman.  In  the  case  of  the  item  for  rubber  stamps,  etc.,  at 
the  top  of  page  44,  Mr.  Covert  has  explained  the  desire  for  the  con- 
solidation, and  the  deduction  of  a  thousand  dollars  there. 

Mr.  DeGraw.  Yes,  sir. 

TYPEWRITING  MACHINES. 

The  Chairman.  In  reference  to  the  purchase  and  exchange  of  type- 
writing machines,  envelope-opening  machines,  etc.,  you  ask  for  an 
increase  of  825,000.     That  is  a  100  per  cent  increase. " 

Mr.  Covert.  We  ask  now  for  an  increase  of  $75,000,  or  300  per  cent 
increase. 

The  Chairman.  You  ask  for  $75,000? 

Mr.  Covert.  Seventy-five  thousand  dollars  increase. 

The  Chairman.  You  ask  for  a  total  of  how  much? 

Mr.  DeGraw.  One  hundred  thousand  dollars. 

The  Chairman.  Will  you  please  explain  that  ? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  That  is  an  increase  of  $75,000  over  your  regular 
estimate  ? 

Mr.  DeGraw.  Yes,  sir. 

Mr.  Snapp.  It  is  an  increase  of  200  per  cent. 

Mr.  Covert.  Three  hundred  per  cent. 

Mr.  DeGraw.  About  300  per  cent;  yes,  sir.  We  have  some  fig- 
ures on  that  which  Mr.  Covert  will  submit. 

Mr.  Covert.  The  appropriation  for  the  current  year  is  $25,000. 
Up  to  December  31,  $12,961.54  was  expended.  The  amount  available 
for  the  remaining  six  months  is  $12,038.46.  During  the  last  six 
months  we  have  had  284  requests  for  typewriters,  amounting  to 
$28,740,  which  we  think  should  be  furnisfied.  Ninety-five  requests 
have  been  honored,  or  a  total  amount  expended  of  $8,559.07,  leaving 
189  requests  unfilled,  amounting  to  $20,180.93. 
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The  Chairman.  You  expended  in  the  fiscal  year  1906  about  $14,000 
for  these  several  items.     Now  you  ask  for  $100,000  for  next  year. 

Mr.  Covert.  I  understand  there  was  some  misunderstandino;  up 
here  a  year  ago  over  tliis  item  of  typewriters.  I  think  that  a  year  ago 
typewriters  were  furnished  tlirough-the  division  of  salaries  and  allow- 
ances;  the  First  Assistant's  office.  The  Railwaj'-  Mail  Service,  also 
the  Inspectors'  Service,  furnished  their  own  typewriters,  and  I  do 
not  know  w^hether  or  not  any  other  division  furnished  typewriters. 

The  Chairman.  How  many  typewriters  have  you  furnished  during 
the  past  six  months? 

Mr.  Covert.  Ninetv-five. 

The  Chairman.  What  is  the  largest  number  furnished  to  any  one 
office? 

Mr.  Covert.  I  do  not  recall.  I  do  not  think  we  furnished  more 
than  two  at  the  most,  except  in  the  case  of  the  Railway  Mail  Service. 
We  furnished  seven  machines  to  the  Railway  Mail  Service. 

The  Chairman.  Do  you  know  where  they  have  gone? 

Mr.  Covert.  To  different  division  headciuarters. 

The  Chairman.  Division  headquarters? 

Mr.  Covert.  Yes,  sir.     I  can  not  recall  the  names  of  the  divisions. 

The  Chairman.  Has  there  been  any  exchange  of  old  machines  in 
any  of  these  instances  ? 

3lr.  Covert.  Yes,  sir. 

The  Chairman.  What  kind  of  prices  are  you  getting  (m  exchange? 

Mr.  Covert.  The  average  price  has  been  thirty  dollars. 

The  Chairman.  On  exchange? 

Mr.  Covert.  Yes,  sir. 

Mr.  DeGraw.  But  we  do  not  undertake  to  exchange  a  machine 
unless  we  are  very  sure  that  it  is  beyond  repair,  without  an  expenditure 
that  will  bring  it  nearly  up  to  the  difference  we  have  to  pay  for  a  new 
machine. 

The  Chairman.  Do  you  buy  different  make  of  machines,  or  imi- 
f  ormly  one  make  ? 

Mr.  Covert.  No,  sir;  there  are  a  number  of  machines  under  con- 
tract— the  Monarch  and  all  the  standard  machines,  I  believe. 

The  Chairman.  Do  you  buy  these  in  the  open  market,  or  under 
contract? 

Mr.  Covert.  Under  contract. 

The  Chairman.  What  has  been  the  experience  of  the  Department 
in  the  past  six  months  in  reference  to  the  other  cliaracter  of  machines 
noted  in  this  item? 

Mr.  Covert.  We  have  60  remiests  for  adding  machines,  not  one 
of  which  has  been  granted.  The  total  amount  is  $16,500.  For 
letterpresses,  numbering  machines,  trucks,  baskets,  mimeographs, 
blotter  baths,  etc.,  we  have  honored  requisitions  to  the  amount  of 
$4,402.47.  We  have  requisitions  on  hand  already,  or  did  have  on 
the  31st  of  December,  for  such  items  as  letterpresses,^  numbering 
machines,  trucks,  and  baskets,  etc.,  amounting  to  about  $2,500, 
making  a  total  of  all  the  requests  for  these  miscellaneous  items  for 
the  six  months  unfilled  amounting  to  $39,180.93. 

The  Chairman.  If  all  of  them  had  been  granted  \Wthout  any 
restrictions  at  all,  it  would  not  have  equaled  this  amount  you  are 
asking. 
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Mr.  Covert.  No,  sir — that  is  for  six  months;  and  assuming  that  the 
reouests  will  come  in  at  that  same  rate  for  the  next  six  months 

The  Chairman.  Do  you  gauge  your  estimates,  Mr.  Covert, 
exclusively  upon  the  requests  I 

Mr.  Covert.  Oh,  no;  they  have  to  meet  certain  reouirements. 
Personally,  I  believe  that  every  office  named  here  should  have  any 
labor-saving  device  that  could  be  furnished  it. 

The  Chairman.  I  know;  but  can  you  leave  it  to  the  postmaster 
who  makes  the  requisition  to  determine  whether  or  not  it  is  advisable 
to  furnish  it  ? 

Mr.  Covert.  We  do  not. 

The  Chairman.  What  is  your  practice  in  ascertaining  whether 
these  requisitions  shall  be  filled  or  not  ? 

Mr.  Covert.  We  have  a  form  which  all  postmasters  are  required 
to  fill  out,  showing  the  total  number  of  transactions  of  all  Kinds 
occurring  in  their  ofiices  for  four  consecutive  quarters. 

The  Chairman.  Upon  what  do  you  base  your  judgment  as  to 
whether  an  ofiice  needs  a  typewriter  or  not? 

Mr.  Covert.  Upon  the  number  of  transactions  of  all  kinds. 

The  Chairman.  What  kind  of  transactions? 

Mr.  Covert.  Money-order  transactions 

The  ChxVirman.  Do  all  of  the  transactions  involve  the  use  of  a 
typewriter? 

Mr.  Covert.  I  think  a  whole  lot  of  time  can  be  saved 

The  Chairman.  How  can  you  decide  the  necessity  of  a  typewriter 
by  a  transaction  that  does  not  require  any  writing. 

Mr.  Covert.  All  these  statements  do  require  writing. 

The  Chairman.  Does  the  same  character  of  transactions  determine 
the  necessity  for  envelope  opening  machines  that  determines  the 
necessity  for  t>T)ewriting  machines? 

Mr.  Covert.  We  have  only  been  furnishing  a  very  few  of  those 
envelop-opening  machines. 

Mr.  DeGraw.  We  furnished  two,  I  think,  for  the  Department  dur- 
ing the  last  year. 

Air.  Covert.  They  are  not  asked  for  by  postmasters. 

The  Chairman.  I  am  trying  to  ascertain  to  what  extent  your  judg- 
ment is  influenced  by  the  pure  requests  of  postmasters. 

Mr.  Covert.  To  no  extent  whatever.  Wnen  a  postmaster's  request 
is  received  by  the  Department  we  look  up  the  amount  of  business 
done  at  his  ollice,  and  if  it  comes  up  to  the  requirements 

The  Chairman.  WTiat  are  typewriting  machines  used  for  at  post- 
offices,  aside  from  the  writing  of  letters,  correspondence? 

Mr.  Covert.  For  making  out  their  money-oixier  statements,  which 
require  long-carriage  machines. 

The  Chairman.  How  many  monev-order  offices  are  there? 

Mr.  Covert.  About  38,500,  I  believe;  nearly  39,000. 

The  Chairman.  How  many  tvpewriting  machines  does  the  Gov- 
ernment now  own  in  the  service  of  money-order  offices? 

Mr.  Covert.  One  thousand  three  hundred  and  eighty-six. 

The  Chairman.  And  there  are  how  many  monev-order  offices? 

Mr.  Covert.  There  are  38,500 — somewhere  in  tne  neighborhood  of 
39,000  money-order  offices. 

The  Chairman.  What  proportion  of  the  money-order  offices  now 
have  typewriting  machines? 
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Mr.  Covert.  Those,  of  course,  would  all  be  Presidential  offices.  I 
can  not  say. 

The  Chairman.  How  many  Presidential  offices  are  there? 

Mr.  Covert.  There  are  in  the  neighborhood  of  5,000. 

The  Chairman.  There  are  about  one-fourth  of  them  now  at  which 
there  are  typewriters? 

Mr.  Covert.  Well,  approximately;  may  be  one-fourth. 

The  Chairman.  Do  you  expect  that  the  necessities  will  require  as 
many  typewriters  each  year  as  have  been  required  in  the  past  few 
years? 

Air.  Covert.  After  postmasters  are  once  properly  equipped  with 
typewriters,  adding  machines,  etc.,  the  drain  on  this  appropriation 
will  not  be  so  heavy;  the  initial  mstallation  counts.  Here  is  a  letter 
that  the  postmaster  at  Cliicago  wrote  here,  which  he  sent  in  as  an 
estimate  of  what  he  will  rcauire  from  this  appropriation  for  the  next 
year.  It  amounts  to  a  little  over  $10,000,  just  for  typewriters,  add- 
ing machines,  etc. 

The  Chairman.  For  that  one  office? 

Mr.  Covert.  Ihat  is  just  one  office.  We  have  another  one  here 
from  the  postmaster  in  Kew  York,  who  wants  approximately  $10,000. 
That  is  $20,000  for  those  two  offices  alone. 

Mr.  DeGraw.  Mr.  Chairman,  if  you  will  permit  me,  we  have  been 
going  through  the  different  offices  and  making  requests  of  them  before 
makmg  this  revised  estimate. 

The  Chairman.  What  I  would  like  to  ascertain  is  how  far  the 
requests  from  your  office  to  the  different  postmasters  stimulate  their 
reauLsitions  ? 

Mr.  Covert.  Not  at  all.  It  is  simply  gotten  up  in  such  a  form  as 
though  it  was  a  matter  of  record  for  the  division  of  supplies. 

The  Chairman.  As  to  what  requisitions  they  want? 

Mr.  Covert.  It  is  simply  a  sheet 

The  Chairman.  You  never  find  that  the  postmaster  fails  to  make  a 
reauest  for  an  article  which  you  ask  him  if  he  needs,  do  you  ? 

ilr.  Covert.  It  is  as  though  we  were  asking  him  for  a  list  of  the 
different  machines,  numbering  machines,  typewriters,  etc.,  in  his 
office. 

The  Chairman.  That  are  already  there,  or  that  are  needed? 

Mr.  Covert.  That  are  there.  \Ve  do  not  ask  him  what  is  needed 
at  all;  we  judge  what  is  needed  from 

The  Chairman.  I  understood  you  to  say  a  while  ago  that  you 
bought  these  machines  under  contract. 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  How  long  do  those  contracts  run? 

Mr.  Covert.  Mr.  Cochran  says  one  year. 

The  Chairman.  When  does  the  present  contract  expire  ? 

Mr.  Cochran.  On  June  30. 

The  Chairman.  June  30  next? 

Mr.  Cochran.  Yes,  sir. 

The  Chairman.  Does  that  apply  only  to  typewriting  machines  or 
to  other  machines? 

Mr.  Cochran.  To  other  machines  also. 

The  Chairman.  Have  you  a  contract  for  any  of  the  machines  car- 
ried in  this  item  other  than  adding  machines? 
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Mr.  Cochran.  Yes,  sir;  we  have  contracts  for  numbering  machines 
and  the  hke  of  that. 

The  Chairman.  What  is  your  contract  price  for  typewriting 
machines? 

Mr.  Cochran.  It  is  apout  $78  for  the  standard  machines. 

The  Chairman.  What  do  you  call  the  standard  machines? 

Mr.  Cochran.  Well,  take  the  Remington  No.  6,  for  instance. 

Mr.  Covert.  Correspondence  typewriters — ordinary  correspondence 
machines. 

Mr.  Cochran.  The  OHver 

The  Chairman.  Are  any  of  the  typewriting-macliine  contracts 
under  $78? 

Mr.  Cochran.  Yes,  sir;  the  OHver  gave  the  cheapest  price. 

The  Chairman.  What  is  it? 

Mr.  CotniRAN.  I  think  that  is  about  $69. 

Mr.DE  Graw.  Sixty-eight  dollars,  I  think. 

Mr.  Cochran.  Sixty-nine  dollars  and  twenty-six  cents. 

The  Chairman.  Wliat  is  your  contract  price  for  the  numbering 
macliines  ? 

Mr.  Covert.  About  $6 — $6  and  some  cents. 

The  Chairman.  Have  you  a  contract  for  the  adding  machines? 

Mr.  Cochran.  No,  sir. 

The  Chairman.  Do  you  buy  those  in  the  open  market  ? 

Mr.  Cochran.  We  have  an  arrangement  \^dth  the  Burroughs 
machine,  entered  into  last  vear,  under  which  they  agreed  to  give  us 
11  machines  for  the  price  or  10.  That  is,  we  do  not  buy  11  at  a  time, 
but  the  understanding  was  that  they  would  give  us  that  price  on  all 
their  grades  of  machines,  and  on  everything  that  they  furnished. 

The  Chairman.  Is  that  their  catalogue  price  or  their  market 
price? 

Mr.  Cochran.  Their  regidar  market  price. 

Mr.  Snapp.  Do  you  purchase  anything  but  Oliver  machines? 

Mr.  Cochran.  ()h,  yes;  we  purchase  half  a  dozen  different  kinds. 

Mr.  DeGraw.  Eveiy  standard  machine. 

Mr.  Snapp.  Why,  on  account  of  the  difference  in  price  between  the 
Oliver  and  these  others,  does  not  the  Government  take  advantage  of 
the  lower  price  and  patronize  the  Oliver  Company  exclusively? 

Mr.  DeGraw.  We  do  wherever  we  can.  The  postmasters  in  some 
instances  insist  upon  having  a  different  type  of  machine. 

The  Chairman.  Tlien  I  come  back  to  my  question,  which  I  have 
repeated  so  many  times:  Do  you  gauge  what  you  do  upon  the  requests 
and  preferences  of  the  postmasters? 

Mr.  Covert.  For  the  make  of  the  machine;  yes,  sir. 

Mr.  DeGraw.  We  have  done  that  as  to  the  'make  of  the  machine. 
The  machines  vary  considerably,  you  know. 

Mr.  Snapp.  The  Oliver,  as  I  understand  it,  is  well  recognized  as  a 
first-class  machine,  and  it  can  be  purchased  oy  the  Government  at  a 
large  saving  over  the  purchase  price  of  other  machines.  I  would  like 
to  know  why  you  do  not  discriminate  in  favor  of  the  low^er-priced 
machine  which  is  just  as  good  in  every  way. 

Mr.  Covert.  All  other  machines  are  about  the  same  price,  I  believe, 
with  the  exception  of  the  Oliver.  I^ts  of  postmasters  claim  that  they 
can  not  use  tne  Oliver  for  their  business;  that  they  can  not  write  out 
their  money-order  statements  with  an  Oliver  machine. 
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Mr.  Snapp.  Do  you  not  know  as  a  matter  of  experience  that  the  Oliver 
machine  will  do  any  kind  of  work  that  a  No.  6  Remington  will  do? 

Mr.  Covert.  I  do  not  think  it  will  do  as  good  work,  no,  sir;  per- 
sonally speaking. 

Mr.  DeGraw.  I  would  like  to  state  right  there,  also,  that  one  rea- 
son why  the  Department  has  been  very  careful,  especially  under  the 
present  administration,  about  deciding  what  character  ot  machine 
shall  be  furnished,  is  to  avoid  the  charge  of  favoritism,  or,  in  other 
words,  ^' grafting. ^^  If  you  will  give  us  a  law  on  that  subject  we  shall 
be  very  glad  to  supply  one  machine. 

Mr.  Snapp.  Does  it  need  any  law  now  to  induce  the  officers  of  this 
Department  to  purchase  the  cneapest  machine  that  they  can,  or  the 
cheapest  article  that  they  can,  for  the  use  of  the  Government? 

Mr.  DeGraw.  No,  sir;  not  if  it  can  do  the  work.  But,  as  Mr. 
Covert  has  explained,  we  have  lots  of  letters  from  postmasters  who 
say  that  the  Oliver  machine  will  not  do  the,  work. 

Mr.  Snapp.  Then  your  practice  of  patronizing  all  of  these  machines 
in  order  to  satisfy  them  all  is  not  the  true  one,  is  it? 

Mr.  DeGraw.  Patronizing  all  of  the  machines? 

Mr.  Snapp.  In  other  words,  in  the  purchase  of  these  machines  or 
other  supplies  of  the  Department,  it  is  done  in  order  to  appease  man- 
ufacturers ? 

Mr.  DeGraw.  Oh,  no,  sir. 

Mr.  Snapp.  Or  is  it  done  for  the  purpose  of  supplying  the  Govern- 
ment at  the  cheapest  rate  ? 

Mr.  DeGraw.  We  endeavor  to  supply  the  cheapest  machine, 
always.  We  would  rather  furnish  the  Oliver  if  they  would  take  it; 
but  we  do  not  feel  that  we  are  empowered  to  insist  upon  their  taking  it. 

Mr.  Snapp.  You  have  said  two  or  three  times  here  that  you  did  not 
consult  the  postmasters  in  the  supplving  of  these  articles. 

Mr.  DeGraw.  We  do  so  far  as  the  make  of  the  machine  is  con- 
cerned.    Mr.  Covert  distinctly  stated  that. 

Mr.  Snapp.  The  reason  I  ask  this  question  is  that  it  has  been  rep- 
resented to  me  that  the  Oliver  typewriting  machine,  which  can  be 
supplied  to  the  Government  at  a  great  saving  over  these  other  ma- 
chines, has  been  discriminated  against. 

Mr.  DeGraw.  Well,  that  is  not  so. 

Mr.  Snapp.  And  I  have  been  looking  from  time  to  time  for  some 
evidence  of  it. 

Mr.  Covert.  So  far  as  the  make  of  the  machine  goes,  the  post- 
master has  invariably  been  given  the  make  of  machine  that  he 
requested,  if  he  was  given  any  machine. 

Air.  DeGraw.  Unless  he  got  up  into  the  high-grade  machines, 
including  a  lot  of  fancy  attachments,  and  then  we  have  stopped  him. 
We  do  not  furnish  those. 

Mr.  Snapp.  I  would  like  to  have  it  go  in  the  record  that  I  think  it 
is  a  very  pernicious  practice  of  the  Government  to  follow  the  wishes 
of  the  postmasters  in  the  supplying  under  contract  of  machines  or 
any  other  material  necessary  in  the  postal  service. 

Air.  Covert.  I  believe  that  during  the  postal  investigation  a  few 
years  ago  that  question  came  up,  and  it  was  criticised  from  all 
sources — the  practice  of  supplying  the  Elliot  &  Hatch  typewriters, 
putting  them  on  the  postmasters  where  they  could  not  use  them,  or 
claimed  that  they  could  not  use  them.     Some  thought  it  was  a  fine 
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machine  and  others  did  not,  and  I  do  not  see  why  the  same  thing 
would  not  apply  to  these. 

Mr.  Stafford.  Has  the  Department  ever  made  any  tests  of  the 
standard  machines  to  determine  whether  or  not  they  were  of  equal 
efficiency  ? 

Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  What  has  heen  the  result  of  those  tests? 

Mr.  Covert.  I  think  they  found  that  the  standard  machines,  what 
are  called  standard  machines,  were  about  the  same;  that  one  was 
about  as  good  as  another. 

Mr.  Stafford.  None  of  them  having  any  superior  advantages  over 
anv  of  the  rest? 

Mr.  Covert.  No  great  special  advantages. 

Mr.  Stafford.  Was  the  Underwood  machine  considered  one  of  the 
standard  machines? 

Mr.  Covert.  I  think  so.     The  Underwood  is  imder  contract. 

Mr.  Stafford.  At  what  price? 

Mr.  Covert.  I  believe  it  is  $78.     I  am  not  positive. 

Mr.  Stafford.  Are  vou  acquainted  with  any  Department  of  the 
Government  having  ad.opted  one  certain  style  of  machine  for  use  in 
that  Department? 

Mr.  Covert.  No,  sir. 

Mr.  Stafford.  Are  you  acquainted  with  the  fact  that  the  Under- 
wood machine  has  been  adopted  for  exclusive  use  in  the  Navy 
Department  ? 

Mr.  Covert.  No,  sir. 

Mr.  Stafford.  At  a  much  lower  price,  because  of  its  adoption 
exclusively,  than  that  at  which  it  is  oflFered  to  you  generally  imder 
these  contracts? 

Mr.  Covert.  No,  sir. 

Mr.  Snapp.  '  Mr.  Stafford,  do  you  mean  less  than  $78  ? 

Mr.  Stafford.  Less  than  $78.  What  would  prevent  the  Post- 
Office  Department  from  having  one  certain  style  oi  machine  adopted 
for  use,  not  only  in  the  Department,  but  throughout  the  service,  if  it 
was  found  workable  in  the  Navy  Department?  * 

Mr.  Covert.  Nothing  on  eartn. 

Mr.  Stafford.  Do  you,  or  does  the  purchasing  agent,  if  I  may 
ask  him,  know  of  any  such  contract  witn  any  Department  whereby 
they  use  one  special  machine  and  obtain  it  at  a  reduced  rate  ? 

Mr.  Cochran.  I  know  that  about  the  Navy  Department;  yes,  sir. 

Mr.  Stafford.  Has  the  Navy  Department  any  special  contract  for 
the  use  of  one  machine? 

Mr.  CocHRAx.  Yes,  sir;  it  has  had  for  a  number  of  years. 

Mr.  Stafford.  What  machine  is  that? 

Mr.  Cochran.  It  is  the  Unden\'^ood. 

Mr.  Stafford.  Do  you  know  what  price  they  pay  for  those 
machines  ? 

Mr.  Cochran.  Sixty-two  dollars  and  fifty  cents.  Of  course  that 
is  on  information  and  recollection.  I  understand,  though,  that  that 
is  the  price  that  they  pay  for  it,  on  the  condition  that  no  other  machine 
whatever  shall  be  bought  by  the  Navy  Department. 

Mr.  Stafford.  Have  you  charge  of  the  preparation  of  the  pro- 
posals for  typewriter  machines  ? 


POST-OFFICE   APPROPRIATION    BILL.  289 

Mr.  Cochran.  No,  sir. 

Mr.  Stafford.  Would  you  have  authority,  under  the  present  oper- 
ation of  your  Department,  if  you  found  that  the  Underwood  machine 
was  the  equal  of  these  other  standard  machines,  and  you  could  make 
a  contract  whereby  there  would  be  a  saving  of  a  good  many  dollars 
on  each  machine,  to  embody  such  a  provision  in  a  contract,  providing 
for  its  exclusive  use  in  the  Department's  service  ? 

Mr.  Ck)CHRAN.  I  could  suggest  such  a  thing  as  that.  I  could  not 
compel  it,  however. 

Mr.  Stafford.  Upon  whom  rests  that  authority  ? 

Mr.  Cochran.  Wnenever  the  Bureau  officers  (the  Fourth  Assist- 
ant's office  in  this  case)  and  myself  can  not  agree  on  any  item  of  the 
specifications,  the  matter  has  to  go  to  the  Postmaster-General. 

Mr.  Stafford.  In  this  specific  case,  who  has  the  authoritv  to 
determine  such  a  question,  as  to  what  style  of  machine  shall  be 
adopted,  and  whether  any  economies  can  arise  by  reason  of  desig- 
nating one  particular  machine? 

Mr.  Cochran.  The  Postmaster-General. 

Mr.  Stafford.  Who  before  the  Postmaster-General  has  the  matter 
submitted  to  him? 

Mr.  Cochran.  The  Fourth  Assistant  Postmaster-General  first, 
and  then  it  comes  to  me. 

Mr.  Stafford.  Has  this  matter  ever  been  submitted  by  you  to 
the  Fourth  Assistant  Postmaster-General,  or  has  the  Fourth  Assist- 
ant Postmaster-General  submitted  it  to  you? 

Mr.  Cochran.  It  was  discussed  pretty  generally  in  the  Depart- 
ment a  year  ago.  I  think  the  Fourth  Assistant  at  that  time  dia  not 
have  any  connection  with  the  supply  division,  although  he  was  prob- 
ably consulted  about  it.  There  was  a  call  made  on  afl  of  the  Depart- 
ment officials  for  an  expression  of  opinion  as  to  the  adoption  of  one 
standard  typewriter  exclusively  if  considerable  saving  could  be  made 
by  the  use  of  one,  as  in  the  Navy  Department;  and  every  last  one  of 
them  recommended  against  it.  That  is  my  recollection.  I  believe 
the  Third  Assistant  Postmaster-General  was  more  favorably  disposed 
toward  the  idea  than  any  other;  but  even  he  was  not  in  favor  of  it. 

Mr.  Stafford.  Do  you  know  any  reasons  they  advanced  for  their 
opposing  uniting  on  any  one  machine? 

Mr.  Cochran.  That  a  typewriter  and  stenographer  who  was  trained 
on  a  certain  machine  and  accustomed  to  its  working  would  not  do 
as  good  work  on  another  machine. 

Mr.  Stafford.  Is  it  not  a  fact  that  a  typewriter  operator  can  learn 
quickly  to  adjust  himself  to  another  machine  of  these  standard  makes  ? 

Mr.  Cochran.  I  think  so.  I  am  not  an  operator,  however.  Mr. 
Covert  is.  His  judgment  on  that  point  will  probably  be  better  than 
mine. 

Mr.  Covert.  I  think  I  am  a  pretty  good  one,  but  I  do  not  think 
I.  would  fancy  very  many  changes;  that  is,  from  one  machine  to 
another.  I  am  not  saying  that  a  man  can  not  accustom  himself  to 
the  use  of  any  machine. 

Mr.  Stafford.  Can  not  you,  after  a  certain  time,  adjust  yourself 
to  a  new-style  machine  ? 

Mr.  Covert.  I  could;  yes,  sir. 

Mr.  Stafford.  Can  not  typewriters  generally  adjust  themselves? 
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Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  And  are  not  the  keyboards  of  these  standard 
machines  arranged  generally  in  the  same  way? 

Mr.  Covert.  Practically — the  standard  machines — ye5,sir;  with  the 
exception  of  the  Smith  Premier. 

Mr.  Stafford.  Do  you  or  the  purchasing  agent  know  whether  the 
prices  of  these  machines  are  controlled  by  any  agreement  among  the 
manufacturers? 

Mr.  Cochran.  I  am  told  that  there  is  such  an  agreement,  Mr.  Staf- 
ford.    I  do  not  know  it,  however. 

Mr.  Snapjp.  I  want  to  ask  a  question  there. 

Mr.  Stafford.  All  right. 

Mr.  SxAPP.  Is  it  not  a  fact  that  the  reason  the  Oliver  typewriter 
can  be  contracted  for  for  a  less  rate  than  what  you  call  the  standard 
machines  is  due  to  the  fact  that  it  does  not  belong  to  what  is  called 
the  typewriter  trust? 

Mr.  Covert.  The  Oliver  is  classed  as  a  standard  machine. 

Mr.  Snapp.  Then  answer  the  balance  of  the  question. 

Mr.  Covert.  No,  sir;  it  has  no  effect  on  it  whatever.  We  do  not 
know  anythingabout  a  trust. 

Mr.  SxAPP.  Do  you  not  know  that  it  does  not  belong  to  the  type- 
writer trust  ? 

Mr.  Covert.  No,  sir;  I  do  not. 

Mr.  Snapp.  Do  you,  Mr.  Cochran? 

Mr.  Cochran.  I  have  that  information. 

Mr.  Snapp.  Yes,  sir;  it  is  well  known  by  everybody,  apparently, 
except  the  Department  that  does  the  purchasing. 

Mr.  Stafford.  Now,  one  further  question.  Is  an  inspection 
required  by  the  Department  of  each  machine  before  they  are  accepted  ? 

Mr.  Cochran.  Yes,  sir;  they  are  inspected,  all  that  are  delivered 
at  the  Department. 

Mr.  Stafford.  Do  they  require  inspection  to  safeguard  the  inter- 
ests of  the  Government? 

Mr.  Cochran.  I  think  so;  but  the  machines  that  are  sent  out  in 
the  service — for  instance,  to  Chattanooga — are  not  inspected  there 
before  delivery,  because  they  are  delivered  from  the  Chattanooga 
agency. 

Mr,  Stafford.  What  does  the  contract  provide  so  far  as  the 
method  of  delivering  is  concerned — at  whose  expense,  and  by  what 
character  of  delivery? 

Mr,  Cochran.  When  the  typewriter  contracts  were  let  last  year, 
the  contracts  called  for  delivery  here  in  Washington  only.  '  The 
Underwood  Type\^Titer  Company,  however,  subsequently  learned 
about  this  legislation  preventing  the  shipment  of  supplies  by  mail 
and  voluntarily  ofTerea  to  deliver  its  machines,  transportation  paid. 
That  same  proposal  was  submitted  to  all  the  otner  contractors  and 
they  all  agreed  to  it. 

Mr.  Stafford.  So  at  present  the  arrangement  is  for  the  contractors 
to  suppl}^  the  machines  at  point  of  use? 

Mr.  Cochran.  Yes,  sir.  They  do  that  voluntarily,  although 
by  the  contract  they  are  required  onlj^  to  deliver  at  Washington. 

Mr.  Stafford.  Such  a  provision  will  be  embodied  in  the  next 
contract,  will  it  not? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  One  question  in  connection  with  this  matter.     Mr. 
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Cochran,  what  makes  of  machines  are  supposed  to  be  controlled,  so 
far  as  prices  are  concerned,  by  the  so-called  typewriter  trust? 

Mr.  CocHBAN.  I  have  heard  the  statement  that  practically  all  of 
them  are,  except  the  Oliver.  Now,  I  do  not  know  whether  that  is 
true  or  not,  Mr.  Snapp. 

"  Mr.  Snapp.  I  have  heard  the  same  thing,  and  I  have  no  doubt  it  is 
true;  because  when  I  purchase  machines  I  find  that  they  all  agree 
exactly,  so  far  as  prices  are  concerned,  except  the  Oliver. 

Mr.  Qriogs.  Mr.  Cochran,  you  say  you  pay  $78  for  the  type- 
writers that  are  in  the  trust  and  that  you  pay  $68  or  $69  for  type- 
writers just  as  good  that  are  not  in  the  trust? 

Mr.  (JocHRAN.  Well,  that  is  the  Oliver  typewriter. 

Mr.  Griggs.  Yes;  that  typewriter  trust  must  be  a  good  trust,  is 
it  not? 

Mr.  Cochran.  I  am  afraid 

Mr.  Griggs.  I  say  that  because  you  pay  it  more. 

Mr.  Cochran.  I  am  afraid  I  am  not  an  authority  on  tliat  cjuestion. 

Mr.  DeGraw.  Mr.  Chairman,  I  would  like  to  state  right  here,  in 
behalf  of  the  Department,  that  since  the  supplj  division  came  over  to 
us  and  we  haVe  nad  these  typewriters  to  furnish,  or  to  specify  which 
ones  should  be  furnished  tlirough  the  purchasing  agent,  I  have  only 
had  one  complaint  from  the  Ohver  typewriter  people  that  there  has 
been  any  possible  discrimination,  ana  that  was  given  examination 
right  away,  and  I  think  was  settled  entirely  to  the  satisfaction  of  the 
gentlemen;  that  is,  it  was  shown  that  it  was  an  error  of  judgment  on 
the  part  of  the  agent,  who  supposed  that  there  had  been  some  dis- 
crimination. 

Mr.  Stafford.  In  whom  is  the  authority  lodged  to  determine 
whether  one  character  of  machine  shall  be  used  or  a  dozen  tj'pes  of 
machine  ? 

Mr.  DeGraw.  The  Fourth  Assistant's  office  is  practically  the  first, 
but  we  do  not  decide  that,  as  I  stated. 

Mr.  Stafford.  Some  of  the  committee  thought  that  since  the  crea- 
tion of  the  purchasing  agent,  the  purchasing  agent  would  have  that 
authorit)''  logded  with  him,  so  that  there  might  be  large  economy 
resulting  from  one  character  of  article  being  purchased. 

Mr.  CtovERT.  All  specifications  are  preparea  in  the  bureau  affected 
by  those  specifications.  They  are  then  submitted  to  the  purchasing 
agent.  He  revises  those  specifications.  If  there  is  anything  in  them 
that  does  not  meet  with  his  views,  he  takes  it  up  with  the  bureau 
officer;  and  if  they  can  not  come  to  an  agreement,  the  purchasing 
agent  then  takes  it  up  with  the  Postmaster-General  and  settles  it. 

Mr.  Stafford.  As  I  imderstand  the  statement  of  the  purchasing 
agent  knd  the  Fourth  Assistant,  at  present  the  purchasing  agent 
is  without  authority  to  make  any  economies  in  the  purchase  of  sup- 

flies  when  he  thinks  that  there  is  room  for  such  economies.     That  is  all 
have  to  ask. 

RURAL  delivery   CARRIERS. 

The  Chairman.  Mr.  DeGraw,  in  the  item  for  the  pay  of  rural  letter 
carriers,  you  estimate  an  increase  of  $1,475,000.  Have  you  any 
modification  of  that  estimate,  in  view  of  your  modified  statement  of 
the  others  ?  You  ask  for  an  increase  for  the  next  year  over  the  present 
year  of  $1,475,000.  Why  will  vou  require  that  much,  when  you  had 
over  $900,000  left  at  the  end  of  the  last  year,  in  view  of  the  fact  that 
you  have  spent  for  the  first  quarter  of  this  year  only  about  $6,600,000  \ 
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Mr.  De  Graw.  We  have  the  figures  here  to  answer  that.  Mr.  Spil- 
man  will  read  them  for  you. 

Mr.  Spilman.  We  have  estimated  that  to  continue  the  service 
that  was  in  operation  on  June  30,  1906,  will  require  $25,214,785. 
To  continue  the  serv'^ice  of  the  3,500  carriers  which  it  is  estimated 
will  be  appointed  during  the  current  year  will  require  $2,397,500. 

The  Chairman.  Is  that  estimated  as  at  the  rate  of  a  full  year's 
pav  for  those  additional  3,500? 

Mr.  Spilman.  Yes. 

The  Chairman.  Will  you  appoint  that  many  more  on  the  1st  of 
July? 

Mr.  Lloyd.  You  are  figuring  for  next  year;  that  would  be  proper. 

Mr.  Spilman.  They  are  being  appointed  during  this  year. 

The  Chairman.  I  thought  you  meant  the  next  fiscal  year. 

Mr.  Spilman.  Now,  in  the  next  fiscal  year,  to  inaugurate  new 
service,  involving  the  employment  of  3,000  carriers,  $1,070,412  will 
be  required. 

Mr.  Griggs.  Do  you  make  that  an  average  of  six  months? 

Mr.  Spilman.  We  figure  a  little  closer  than  that.  We  can  figure 
it  pretty  closely  from  the  way  it  has  run  before.  But  that  is  about 
the  way  it  would  be;  yes,  sir.  Then  to  pay  substitutes  for  39,167 
carriers  on  vacation  at  the  rate  of  $600  per  annum,  $979,175;  clerks 
in  charge  of  substations,  $12,000. 

The  Chairman.  How  many  carriers  were  appointed  during  the 
last  six  months — during  the  six  months  ending  December  31  ? 

Mr.  Spilman.  One  thousand  two  hundred  and  fifty-eight,  sir;  that 
is,  there  were  1,258  routes.  Some  of  them  may  tave  been  every 
other  day  service,  but  there  were  approximately  that  number. 

The  Chairman.  Yes;  that  is  what  I  mean.  How  many  routes 
were  installed  during  the  last  half  of  the  fiscal  year  1906? 

Mr.  Spilman.  I  would  not  be  able  to  give  you  that  offliand,  Mr. 
Overstreet. 

The  Chairman.  How  many  were  installed  during  the  whole  of 
the  year  1906,  ending  June  30  last? 

^fr.  Spilman.  Three  thousand  six  hundred,  I  think. 

The  Chairman.  Then  you  estimate  that  there  will  be  approxi- 
mately the  same  installation  during  the  closing  six  months  of  the 
current  fiscal  year  that  there  was  during  the  closing  six  months  of 
the  last  fiscal  year? 

Mr.  Spilman.  That  is  our  estimate;  yes.  Three  thousand  seven 
hundred  routes  were  established  during  the  whole  year — last  year. 

The  Chairman.  And  you  estimate  tnat  there  will  be  3,000  during 
the  next  year? 

Mr.  Spilman.  Yes,  sir. 

The  Chairman.  Did  you  not  have  some  such  detailed  estimate  of 
this  particular  item  at  the  time  you  made  your  estimates  for  the 
current  fiscal  year? 

Mr.  Spilman.  Yes,  sir. 

The  Chairman.  How  did  it  happen  that  you  overestimated  by 
about  $900,000? 

Mr.  Spilman.  I  recall  that  we  overestimated  by,  as  we  thought, 
$1,000,000,  and  submitted  a  supplemental  estimate.  The  estimate 
was  made  up  in  August,  and  by  December  the  number  of  petitions 
filed  had  fallen  off  to  such  an  extent  that  we  saw  that  the  number  of 
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routes  estimated  for  would  not,  in  all  probability,  be  established, 
and  that  we  could  reduce  the  appropriation  accordmgly. 

The  Chairman.  But  in  that  revised  estimate,  which  would  have 
resulted  in  a  reduction  of  vour  original  estimate  bv  practically  a 
million  dollars,  you  had  made  no  estimate  for  pay  oi  substitutes  on 
vacations  ? 

Mr.  Spilman.  Very.  true. 

The  Chairman.  And  that  Congress  authorized,  fifteen  days'  vaca- 
tion, without  increasing  that  estimate. 

Mr.  Spilman.  Yes,  sir. 

The  Chairman.  The  amount  that  you  estimate  for  this  next  year 
to  cover  the  vacation  period  is  $979,000  ? 

Mr.  Spilman.  Yes. 

The  Chairman:  Therefore  the  amount  of  the  increase  was  about 
equal  to  the  excess  of  the  original  estimate  ? 

Mr.  Spilman.  Exactly. 

The  Chairman.  And  still  you  have  some  left? 

Mr.  Spilman.  Exactly. 

The  Chairman.  Then  are  you  not  likely  to  fall  into  a  similar  error 
in  these  estimates  for  the  next  year? 

Mr.  SpiIman.  That  is  possible. 

Mr.  De  Graw.  Mr.  Chairman,  a  good  bit  of  that  can  be  charged  up 
to  the  peculiarity  of  last  winter.  If  you  w^ill  remember,  we  had  a 
winter  that  was  very  changeable.  We  could  not  get  our  inspectors 
througA  at  all.  First  it  was  open,  then  it  would  close  up,  and  the 
inspectors  could  not  make  inspections. 

The  Chairman.  That  checked  the  installation? 

Mr.  DeGraw.  Considerably,  sir;  and  of  course  the  investigation 
for  installation  also.  The  inspectors  had  a  very  hard  tiire  getting 
around. 

The  Chairman.  If  you  had  known  when  you  made  your  original 
estimate  last  year  that  a  vacation  of  fifteen  days  to  rural  carriers  was 
going  to  be  provided,  or  if  you  had  estimated  for  that  in  the  original 
estimates,  you  would. have  asked  in  the  first  estimate  for  practically 
a  million  dollars  more  than  you  did  ? 

Mr.  Spilman.  At  the  time  that  the  estimate  was  made. 

The  Chairman.  Yes,  sir. 

Mr.  Spilman.  By  the  time  the  bill  was  passed  we  would  not  have, 
because  this  decline  continued. 

The  Chairman.  Yes,  sir. 

Mr.  Spilman.  And  we  saw  that  our  estimate  was  too  large. 

The  Chairman.  Exactly  so;  and  if  you  had  recommended  the  fif- 
teen days'  leave  originally,  or  had  known  when  you  made  up  your 
modified  estimate  that  it  was  going  to  be  authorized  by  Congress,  you 
would  not  have  asked  for  any  decrease  of  it  ? 

Mr.  Spilman.  No — well,  we  might  have  asked  for  some,  yes,  but 
not  much. 

Mr.  FiNLEY.  Mr.  Chairman,  Congress  gave  $400,000  more  than  the 
revised  estimate  last  year. 

The  Chairman.  Exactly  so;  and  thejr  are  undoubtedly  going  to 
have  a  good  deal  of  it  left,  and  I  am  trying  to  ascertain  iiF  that  does 
not  justify  a  reduction  now  of  the  present  estimate.  While  the 
money  is  not  expended,  there  is  no  need  of  burdening  the  appropria- 
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tion  bill  by  a  larger  amount  than  is  really  necessary.  Let  us  get  down 
to  it  in. tms  way: 

How  much  of  this  money  that  is  appropriated  for  the  present  yeai 
has  been  expended,  and  what  is  necessary  for  expenditure  during  the 
next  half  of  the  year,  regardless  of  the  installation  of  new  service  dur- 
ing the  next  six  months? 

Mr.  Spilman.  The  cost  of  the  old  service — that  is,  the  service  that 
was  in  operation  June  30  up  to  January  2 — ^is  $12,606,762.  The  cost 
of  service  installed  iip  to  January  2  is  $723,317.  The  cost  of  service 
ordered  installed,  effective  at  future  dates,  is  $94,479.  There  has 
been  expended  for  substitute  service  up  to  date  $482,155 — a  total  of 
$13,906,713. 

The  Chairman.  Then  if  no  new  service  should  be  installed  prior  to 
the  1st  of  next  January,  would  the  expense  for  tha  second  period  be 
about  the  same  as  that  expense  ? 

Mr.  Spilman.  If  no  new  service  were  installed? 

The  Chairman.  Yes. 

Mr.  Spilman.  No;  it  would  not  be  quite  twice  this,  because,  you 
see,  we  have  installed  some  new  service,  and  that  would  not  be 
doubled  up. 

The  Chairman.  Well,  what  is  your  estimate  of  the  amoimt  which 
would  be  required  for  the  service  for  the  current  fiscal  year? 

Mr.  Spilman.  We  have  made  no  estimate  of  that.  That  depends, 
of  course,  upon  the  amount  of  new  service  that  is  installed. 

The  Chairman.  Exactly  so;  but  supposing  that  the  same  amount 
of  service  is  installed  for  the  last  half  of  the  current  fiscal  year  that 
was  installed  for  the  last  half  of  the  last  fiscal  year.  How  much  money 
would  it  take  for  this  exnense  during  the  entire  fiscal  year  of  1907 1 

Mr.  Spilman.  About  aouble  what  it  has  taken  so  far. 

The  Chairman.  Well,  what  is  that  figure  there— $13,000,000? 

Mr.  Spilman.  $13,906,000.  Of  course  I  have  made  no  estimate  of 
that,  and  have  not  figured  it  out;  but  it  would  be  about  double. 

The  Chairman.  Tliat  would  make  $27,812,000;  so  that  you  are 
going  to  have  between  $600,000  and  $1,000,000  left  this  year,  are  you 
not,  even  with  the  fifteen  days' pay? 

Mr.  Spilman.  That  would  be  $27,812,000— jes. 

The  Chairman.  And  you  have  available  for  this  year  $28,200,000? 

Mr.  Spilman.  Yes. 

The  Chairman.  No;  at  this  rate  the  difference  would  be  about 
$400,000.  So  that  you  will  have,  will  you  not,  in  excess  of  $500,000 
left  at  the  end  of  the  present  fiscal  year? 

Mr.  Spilman.  I  thmk  so. 

The  Chairman  Then,  in  view  of  that,  can  you  not  cut  the  estimate 
that  you  have  now  made  for  the  next  fiscal  year? 

Mr.  Spilman.  If  we  were  absolutely  sure,  Mr.  Overstreet,  that  the 
service  to  be  installed  next  year  would  decline  with  the  same  rapidity 
that  it  has,  we  could ;  yes,  sir. 

The  Chairman.  Have  you  not  a  right  to  assume,  Mr.  Spilman,  that 
the  service  for  the  next  fiscal  year  will  be  no  greater  in  proportion  than 
it  has  been  duringthe  past  two  years  ? 

Mr.  Spilman.  Well,  I  think  possibly  that  is  true;  and  yet  it  is  some- 
what conjectural.  We  will  get  petitions  spasmodically  from  this  sec- 
tion or  that  section  where  the  service  is  still  in  its  vii^;in  condition. 

The  Chairman.  You  feel,  then,  that  in  the  dissemination  of  the 
service  you  ought  to  have  a  leeway  of  approximately  $500,000? 
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Mr.  Spilman.  I  would  not  put  it  exactly  that  way.  In  conferrinjg 
with  the  Fourth  Assistant  about  it,  our  idea  was  that  we  should  esti- 
mate for  enough  so  that  we  could  install  the  service  that  was  applied 
for  and  found  to  be  warranted  for  establishment. 

The  Chairman.  How  do  you  arrive  at  that?  Do  you  not  gauge  it 
somewhat  upon  the  demands  as  they  have  existed  in  the  past  few 
years? 

Mr.  Spilman.  Exactly. 

The  Chairman.  And  upon  the  extent  to  which  the  service  is  being 
installed  ? 

Mr.  Spilman.  Exactly. 

The  Chairman.  And  the  probability  that  in  the  same  sections 
where  it  has  been  installed  there  will  not  be  any  additional  demands? 

Mr.  Spilman.  Exactly. 

The  Chairman.  Then  how  do  you  arrive  at  the  judgment  that  you 
have  followed  in  asking  for  approximately  half  a  million  dollars  more 
than  would  be  necessary  if  similar  conditions  obtained? 

Mr.  Spilman.  Simply  taking  the  conditions  that  obtained  at  the 
time  the  estimates  were  made,  we  estimated  that  3,000  routes  would 
be  established  within  the  coming  fiscal  year. 

The  Chairman.  Yes;  but,  Mr.  Spilman,  you  are  carrying  into  the 
next  year  the  same  character  of  mistake  in  your  estimate  that  you 
have  carried  in  the  past  years;  and  I  am  seeking  to  have  that  elimi- 
nated. Your  mistake  is  not  based,  if  you  please,  upon  the  installation 
of  the  3,000  routes  during  the  next  year;  but  your  mistake  is  that 
you  are  carrying  forward  the  basis  upon  which  you  make  the  genera  j 
increase,  ana  that  basis  has  been  discredited  by  your  own  figures. 

Mr.  SpiiJtfAN.  I  do  not  agree  with  you,  sir,  that  that  is  what  we 
have  done. 

The  Chairman.  Well,  what  is  the  result?  You  had  $911,000  left 
at  the  end  of  the  last  fiscal  year. 

Mr.  Spilman.  Exactly. 

The  Chairman.  You  will  have  at  least  half  a  million  dollars  lett  at 
the  end  of  this  fiscal  year. 

Mr.  Spilman.  Very  well,  sir. 

The  Chairman.  What  is  the  total  amount  required  for  the  instal- 
lation of  3,000  routes  during  an  entire  year.? 

Mr.  Spilman.  We  have  estimated  it  here  at  $1,070,000. 

The  Chairman.  Then  if  you  have  based  your  increase  entirely  upon 
the  installation,  you  have  asked  a  leeway  of  25  per  cent  of  your  entire 
estimate.     Is  not  that  too  big  a  leeway  ? 

Mr.  Spilman.  The  difference  between  what  was  estimated  for  a 

Jrear  ago  and  what  was  expended  arises  in  this :  ^Speaking  from  recol- 
ection,  I  think  we  estimated  that  4,500  routes  would  be  installed 
during  the  then  current  fiscal  year.  As  a  matter  of  fact,  3,700  only 
were  installed.  That  accounts  for  it  in  a  measure.  We  have  esti- 
mated here  for  3,500  routes  for  the  current  fiscal  j^ear.  As  I  have 
already  indicated,  1,624  routes  have  been  ordered  established,  and 
the  latest  date  for  which  service  has  been  ordered  established  is  March 
16.     That  would  leave  six  dates  yet  open  on  which  to  assign  service. 

The  Chairman.  And  you  are  not  likely  to  exceed  your  3,500? 

Mr.  Spilman.  We  are  not  likely  to  reach  the  3,500. 

The  Chairman.  Exactly. 

Mr.  Spilman.  To  that  extent  the  estimate  submitted  will  be  exces- 
sive.    Yet  there  is  an  element  of  uncertainty  there.     The  rate  of 
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establishment  might  increase  a  little  over  what  it  has  been.  My 
judgment  is  that  it  is  not  likely  to. 

Mr,  Griggs.  Mr.  Chairman,  will  they  not  have  left  at  the  end  of 
this  fiscal  year,  the  excess  that  Congress  gave  for  rural  delivery  last 
year  over  their  estimate  ? 

The  Chairman.  No;  because  in  addition  to  their  estimate  last  year 
Congress  gave  fifteen  days*  leave  of  absence,  which  reaches  approxi- 
mately $1,000,000. 

Mr.  Griggs.  Yes;  that  is  right. 

The  Chairman.  So  that  Congiess  gave  $1,000,000  more  than  their 
estimate,  which  was  equivalent  to  tneir  revised  estimate;  and  not- 
withstanding that,  there  is  going  to  be  a  margin  over. 

Mr.  Griggs.  That  is  to  say,  they  have,  without  expending  within 
$500,000  of  what  was  appropriated  last  year,  accomplished  all  they 
intended  to  do  with  that  ? 

The  Chairman.  And  fifteen  days'  leave  of  absence. 

Mr.  Griggs.  And  fifteen  days'  leave  of  absence  besides.  Well, 
you  did  a  good  year's  work. 

Mr.  Finley.  The  estimate  for  the  fifteen  days'  leave  is  included  in 
this. 

The  Chairman.  Undoubtedly;  and  I  think  that  they  can  install 
during  the  next  fiscal  vear  approximately  3,000  routes,  pay  all  of 
their  carriers'  salaries  for  rural  routes,  and  the  fifteen  days'  leave, 
and  then  have  money  left. 

Mr.  Spilman.  I  say  that  is  possible. 

The  Chairman.  Is  it  not  probable,  in  view  of  the  experience  of 
recent  years  ? 

Mr.  Spilman.  It  is. 

The  Chairman.  Is  it  not  more  than  probable? 

Mr.  Spilman.  It  is  probable. 

The  Chairman.  Then  why  estimate  for  it? 

Mr.  Spilman.  As  I  said  a  moment  ago,  Mr.  Overstreet,  we  felt  that 
we  should  estimate  taking  things  as  they  were  at  the  time  this  esti- 
mate was  made,  an<l  as  they  are  continuing — that  we  should  esti- 
mate for  all  of  the  service  that  was  likely  to  be  applied  for  and  that 
we  were  warranted  in  estimating  for. 

The  Chairman.  Do  you  not  believe  that  you  could  cut  this  esti- 
mate by  $500,000  and  do  all  that  j^ou  have  now  said  you  probably 
would  do;  and  would  not  that  be  safe,  provided  no  greater  number 
than  3,000  routes  were,  ins  tailed  during  the  year? 

Mr.  Spilman.  Well,  I  think  so.  I  would  not  want  to  be  bound  by 
that,  however. 

Mr.  DeGraw\  Yes,  Mr.  Chairman;  I  think  that  could  be  done, 
but  we  did  not  want  to  run  the  risk  involved  after  coming  before  you 

gentlemen  and  saying  that  we  could  get  through  on  that,  because,  as 
fr.  Spilman  explains,  it  is  very  problematical. 
The  Chairman.  At  the  same  time  your  officers  there  had  before 
you  absolutely  all  of  the  detailed  information.     We  only  have  w^hat 
we  obtain  through  your  recommendations. 
Mr.  DeGraw.  Exactly. 

The  Chairman.  And  where  you  overestimate,  it  compels  us  to  go 
to  such  a  minute  detail  of  investigation  that  it  appears  to  put  us  in  the 
light  of  at  least  favoring  a  less  liberal  course  in  the  administration 
than  you  intend  to  pursue.     Now,  last  year  your  original  estimate 
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was  $1,000,000  in  excess  of  your  modified  estimate;  and  as  soon  as 
the  Department  made  its  modified  estimate,  you  will  recall,  it  was 
chargea  bv  members  of  both  branches  of  Congress  that  a  change  of 

f)olicv  hacf  occurred,  and  that  it  was  the  intention  of  the  Bureau  to  be 
ess  fair  in  its  installation.  And  at  once  this  committee  was  con- 
fronted with  the  difficulty  of  cutting  the  figures  down  to  your  esti- 
mate, because  we  could  not  persuade  some  members,  even  of  this 
committee,  that  it  was  not  the  intention  to  change  the  policy.  Now 
you  come  right  back  and  make  an  estimate  for  a  larger  amount  than 
you  now  admit  you  could  probably  get  along  with,  and  the  committee 
is  confronted  with  the  same  embarrassment.  If  we  undertake  now, 
in  the  light  of  your  own  admissions,  to  cut  this  appropriation,  even 
though  we  are  honest  in  itandyou  are  honest  in  it,  ana  we  all  believe  that 
the  service  would  not  in  the  least  be  impaired,  there  would  be  many 
members  of  the  House  who  would  refuse  to  agree  to  the  reduction, 
because  they  would  fear  that  it  meant  a  change  of  policy.  So  that  I 
still  think  that  the  responsibility  is  more  heavity  upon  the  Bureau 
than  it  is  upon  the  committee. 

Mr.  Spilman.  I  think  that  is  right. 

The  Chairman.  And  that  the  bureau  ought  to  be  more  careful  in 
its  estimates,  in  view  of  that.  If,  year  after  year,  you  come  and  want 
more  money  than  you  need  simply  to  make  it  so  that  you  will  be  safe, 
and  then  come  before  the  committee  and  admit  that  vou  can  get 
along  with  less,whynot  in  the  first  instance  estimate  for  a  fess  amount? 

Mr.  Griggs.  Air.  Chairman,  as  one  of  those  who  voted  last  year 
for  that  excess  in  the  appropriation  over  the  estimate,  I  wish  to  say 
that  I  think  the  chairman  has  misstated  the  position  of  at  least  one  of 
those  gentlemen  who  voted  in  that  way;  that  is,  that  we  could  not 
be  persuaded  that  the  Department  did  not  intend  a  change  of  policy. 
That  was  not  my  idea.  My  idea  was,  as  I  stated  then,  to  show  that 
Congress  intended  for  them  to  make  a  liberal  application  of  the  law 
in  these  cases.     That  was  all.     It  was  not  a  change  of  policy. 

Mr.  FiNLEY.  Mr.  Chairman,  in  the  application  of  the  estimates 
for  the  next  year  you  must  provide  for  the  number  of  added  car- 
riers and  the  pay  for  the  substitutes;  and  at  3,000,  that  would  be 
$150,000  a  year. 

Mr.  SpiLif an.  Pardon  me.  There  would  not  be  any  pay  for  the 
substitutes — for  the  3,000 — because  the  vacation  does  not  come 
until  twelve  months'  service  has  accrued. 

The  Chairman.  They  are  not  entitled  to  the  fifteen  days'  leave  until 
they  have  served  for  twelve  months. 

Mr.  FiNLEY.  But  how  about  the  3,000  who  go  in  this  year? 

The  Chairman.  That  is  true. 

Mr.  FiNLEY.  They  will  get  it  next  year. 

Mr.  Spilman.  But  not  the  full  time,  because  their  twelve  months 
will  be  accruing  during  the  year,  you  see,  and  that  would  be  a  small 
amount. 

Mr.  FiNLEY.  There  would  be,  say,  three-fourths  of  them  that  would 
get  it,  would  there  not  ? 

Mr.  Spilman.  Not  the  full  fifteen  days;  no. 

Mr.  Stafford.  Can  you  give  the  number  of  routes  that  were  in 
operation  on  June  30,  1 906  ? 

Mr.  Spilman.  June  30,  1906? 

Mr.  Stafford.  Yes. 
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Mr.  Spilman.  Thirty-five  thousand  seven  hundred  and  sixty-six. 

Mr.  Stafford.  How  many  routes  have  been  installed  up  to  date, 
or  to  January  2  ? 

Mr.  Spilman.  One  thousand  two  hundred  and  fifty-eight,  and  366 
ordered  installed. 

Mr.  Stafford.  How  many  petitions  are  on  file  for  new  service  ? 

Mr.  Spilman.  There  are  1,602  petitions  unacted  on. 

Mr.  Stafford.  At  what  rate  are  petitions  being  received  ? 

Mr.  Spilman.  At  the  rate  of  from  160  to  200  a  month. 

Mr.  Stafford.  How  many  new  routes  do  you  estimate  will  be 
installed  during  this  current  year  by  the  close  of  the  fiscal  year? 

Mr.  Spilman.  Somewhere  between  3,000  and  3,500;  not  more  than 
3,500. 

Mr.  Stafford.  Is  it  certain  that  there  will  be  3,000  if  only  1 ,258 
have  been  installed  during  the  first  six  months? 

Mr.  Spilman.  I  think  there  will  be,3,000.  That  is  an  estimate,  you 
understand,  of  course. 

Mr.  Stafford.  What  is  your  estimate  for  the  new  routes  next  year  { 

Mr.  Spilman.  Three  thousand. 

Mr.  Griggs.  Is  your  estimate  based  on  $720  a  year  for  carriers,  or 
upon  your  recommendation  ? 

Mr.  Spilman.  It  is  based  on  $720 — what  the  law  provides. 

Mr.  Griggs.  What  difference  would  it  make  in  this  appropriation 
if  the  committee  should  determine  on  $900  for  the  salaries  ? 

Mr.  Spilman.  We  estimated  that  if  a  maximum  salary  of  $900  is 
fixed  an  increase  of  $4,500,000  would  be  required. 

The  Chairman.  May  I  interrupt  to  suggest  that  at  this  point  Mr. 
Spilman  give  the  scale  of  pay  which  now  obtains  under  the  existing 
statute?  Seven  hundred  and  twenty  dollars  is  the  maximum,  and 
how  do  you  arrive  at  the  other  payments  for  less  mileage?  I  want 
to  get  tlie  practice  of  the  Department. 

Mr.  Griggs.  That  is  all  right;  yes. 

Mr.  Spilman.  Seven  hundred  arid  twenty  dollars  is  paid  on  routes 
of  24  or  more  miles,  and  then  there  is  a  deduction  of  $18  per  mile 
for  each  mile  under  24. 

Mr.  Griggs.  Eighteen  dollars  per  mile? 

Mr.  Spilman.  Per  mile  per  annum.  In  a  general  way  that  covers 
the  statement,  unless  you  want  the  exact  amounts. 

The  Chairman.  Have  you  a  regular  scale  that  you  follow,  that 
you  can  put  in  the  record  here? 

Mr.  Spilman.  Yes;  but  that  covers  it  in  general.  I  can  give  the 
figures,  I  think,  from  memory.     The  amounts  are  $720,  $702 

Mr.  Griggs.  Seven  hundred  and  two  dollars  tor  what? 

The  Chairman.  Let  me  state  it,  and  if  I  am  WTorig  you  can  correct 
me. 

Mr.  Spilman.  Yes;  you  have  it  here. 

The  Chairman.  But  I  want  it  in  the  record — the  schedule  of  sal- 
aries ol  rural  carriers  as  now  in  force  under  existing  law  is  as  follows 
[reading:] 

Twenty-four  miles  and  over $720 

Twenty-three  to  twenty-four  miles 702 

Twenty-two  to  twenty-three  miles 684 

Twenty-one  to  twenty-two  miles 666 

Twenty  to  twenty-one  miles 64S 

Eighteen  to  twenty  miles 612 
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Sixteen  to  eighteen  miles |576 

>ourteen  to  sixteen  miles 540 

Twelve  to  fourteen  miles 504 

Ten  to  twelve  miles 468 

In  that  connection,  are  there  any  carriers  traveling  a  route  of  less 
than  24  miles  who  are  receiving  the  maximum  of  $720? 

Mr.  Spilman.  There  are. 

The  Chairman.  And  that  is  confined,  is  it  not,  to  those  carriers  who 
were  in  service  at  the  time  the  law  was  changed,  fixing  the  maxi- 
mum at  $720? 

Mr.  Spilman.  It  is  confined  to  those  carriers  who  were  in  the  service 
on  June  30,  1904;  yes,  sir. 

The  Chairman.  That  is  all,  Mr.  Griggs.  I  simply  wanted  to  get 
that  in  the  record. 

Mr.  Grioos.  Your  practice,  then,  is,  or  your  rule,  rather,  as  I  under- 
stand the  law,  that  we  shall  fix  the  maximum  rate,  and  leave  you  to 
regulate. the  scale;  and  you  deduct  $18  per  mile  per  annum.  Do  you 
not  think  that  you  are  making  it  a  little  too  close  when  you  go  by  the 
1  mile? 

Mr.  DeGraw.  Well,  that  has  been  our  experience,  Mr.  Griggs.  We 
have  tried  to  be  a  little  more  liberal  in  the  new  schedule,  however,  and 
have  made  them  2  miles  apart. 

Mr.  Griggs.  That  is  just  the  point  I  was  driving  at. 

Mr.  DeGraw.  I  think  perhaps  it  would  be  better. 

Mr.  Griggs.  Would  not  2i  miles  be  better  in  making  your  deduc- 
tions, so  as  to  make  it  $25  and  then  $22.50,  instead  of  $18  per  mile, 
and  then  make  it  $18  for  the  2 J,  and  then  $20?  Would  it  not  be 
fairer  to  the  carriers? 

Mr.  DeGraw.  Undoubtedly  so. 

Mr.  Griggs.  Do  you  not  think  this — that  it  would  take  practically 
the  same  number  of  horses  and  the  saipe  time  for  a  carrier  to  go  23 
miles  that  it  would  to  go  24  ? 

Mr.  DeGraw.  Yes,  sir. 

Mr.  Griggs.  And  do*  you  not  think  it  would  be  unjust  to  that  car- 
rier, then,  if  you  deducted  from  his  salary  $18  because  he  only  goes  23 
miles  and  the  other  goes  24  ?  Do  you  not  think  that  ?  Do  you  not 
agree  with  me  on  that? 

Mr.  DeGraw.  I  do  agree  with  you;  yes,  sir. 

Mr.  Stafford.  Why  do  you  have  the  present  schedule  in  force,  if  it 
is  entirely  within  the  discretion  of  the  Department,  if  you  approve  of 
the  suggestion  of  Mr.  Griggs  ? 

Mr.  DeGraw.  Because  I  found  it  that  way  when  I  went  there,  and  I 
have  carried  it  on,  not  feeling  that  we  should  cross  the  brigde  before 
we  got  to  it.  We  felt  that  this  readjustment  of  salaries  was  coming, 
and  we  felt  that  that  would  be  the  proper  time  to  make  the  change. 

Mr.  Finley.  Generally  along  that  Ime,  what  about  the  number  of 
resignations  ?  Of  course  that  is  in  your  report,  but  I  think  it  ought  to 
go  in  the  record.  The  number  of  resignations  has  been  very  large  in 
the  past  year,  has  it  not? 

Mr.  DeGraw.  Yes,  sir.  We  have  brought  that  matter  up  to 
date,  with  a  view  to  answering  that  question. 

Mr.  Finley.  I  wish  you  would  tell  us  that;  I  think  it  ought  to  go 
into  the  record. 

Mr.  Spilman.  The  number  of  resignations  during  the  last  fiscal 
year  was  4,441. 
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Mr.  FiNLEY.  And  that  was  12  per  cent  of  the  entire  force,  was  it 
not? 

Mr.  Spilman.  Yes,  sir. 

Mr.  FiNLEY.  An  increase  of  1,559  over  the  number  of  the  preceding 
fiscal  year? 

Mr.  Spilman.  Yes,  sir. 

Mr.  FiNLEY.  What  is  the  rate  of  resignations  from  the  rural  carrier 
force  this  fiscal  year — that  is,  up  to  this  time? 

Mr.  Spilman.  Up  to  November  30,  2,642  carriers  had  resigned. 
Since  that  date  567  have  resigned.  The  rate  began  to  decrease  5>out 
the  middle  of  December. 

Mr.  FiNLEY.  And  that  was  about  the  time  that  the  Postmaster- 
GeneraPs  report  and  the  Fourth  Assistant  Postmaster-Generars 
report  began  to  circulate  over  the  country,  was  it  not  ? 

Mr.  Spilman.  They  were  published  early  in  December. 

Mr.  FiNLEY.  I  say  that  was  about  the  time  that  the  information 
got  about? 

The  Chairman.  What  was  the  date? 

Mr.  Spilman.  The  date  of  that  report? 

The  Chairman.  The  date  which  you  gave  there. 

Mr.  Spilman.  I  gave  the  week  ending  the  15th  of  December.  The 
rate  kept  up  until  the  ending  of  that  week.  Then  there  was  a  per- 
ceptible drop. 

Mr.  FiNLEY.  Then  I  asked  the  question  whether  it  was  not  about 
the  time  that  the  Department's  report  in  reference  to  the  salaries  of 
carriers  became  known  over  the  country. 

The  Chairman.  Another  way  to  ask  the  question  is  as  to  when  the 
Fourth  Assistant  Postmaster-Creneral's  report  was  made  public. 

Mr.  Griggs.  Well,  it  does  not  get  over  the  country  very  rapidly. 

The  Chairman.  I  know;  but  I  think  the  report  of  the  Fourth 
Assistant  was  made  public  some  time  after  that  date. 

Mr.  FiNLEY.  Well,  the  Postmaster-GeneraPs  report  was  made 
known  about  that  time. 

Mr.  Lloyd.  It  was  made  public  through  the  press,  though,  before 
that  time. 

Mr.  FiNLEY.  General,  what  is  the  cause,  in  jrour  judgment,  of  the 
large  rate  of  resignations?     What,  in  your  opinion,  is  the  cause? 

Mr.  DeGraw.  I  think  that  the  present  cause  of  the  large  number  of 
resignations  is  the  insufficient  salary,  or  insufficient  compensation. 

Mr.  FiNLEY.  That  is,  the  compensation  is  insufficient? 

Mr.  DeGraw.  Yes,  sir. 

Mr.  FiNLEY.  Have  vou  any  means  of  knowing  what  character  or 
what  standard  of  employees  the  class  of  men  that  you  are  losing  from 
the  service  are? 

Mr.  DeGraw.  No;  not  generally  speaking.  I  recall  a  number  of 
men  who  have  had  excellent  records  with  us.  Of  course  we  have  not 
come  in  personal  contact  with  them.  Men  who  have  had  excellent 
records  have  simply  resigned  without  stating  why,  saying  they  could 
do  better. 

Mr.  FiNLEY.  What  are  the  reasons  generally  ^ven  by  carriers  when 
they  have  have  resigned — that  is,  where  they  give  a  reason? 

Mr.  DeGraw\  They  do  not  generally  give  a  reason. 

Mr.  FiNLEY.  I  mean  those  that  do  give  a  reason.  What  reason  do 
they  generally  assign  ? 
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Mr.  DeGraw.  I  have  never  had  them  come  to  my  observation. 

Mr.  Spilman.  I  made  a  rough  estimate  upon  inquiry  about  a  vear 
ago,  and  I  found  that  about  half  of  them  gave  a  reason  and  about 
half  of  those  assigned  the  fact  that  they  were  going  to  have  better 
positions. 

Mr.  FiNLEY.  That  is,  they  were  going  to  get  better  compensation 
in  some  other  line  of  employment  ? 

Mr.  Spilman.  Yes,  sir. 

Mr.  DeGraw.  That  is  the  only  intimation  that  we  have  had, 
though,  that  they  were  going  to  do  better. 

Mr.  Finley.  General,  ybur  recommendations  are  in  your  report; 
but  in  order  to  get  them  in  the  record,  what,  in  your  opinion,  would 
be  a  fair  compensation  for  the  carrier  on  the  standard  route  of  24 
miles? 

Mr.  DeGraw.  We  went  very  carefully  over  that  subject,  Mr. 
Finley,  and  we  thought  that  inasmuch  as  we  could  not  successfully 
make"^  a  different  grade  of  salary  for  different  sections  of  the  country 
$900  would  be  a  fair  maximum  at  this  time. 

Mr.  Finley.  And  for  a  shorter  route  than  the  standard  route  the 
pay  would  be  graduated  ? 

Mr.  DeGraw.  At,  say,  2  miles. 

Mr.  Finley.  And  what  reduction  for,  say,  a  22-mile  route  or  21 
miles— 21  to  22? 

Mr.  Spilman.  Twenty-one  to  22  miles? 

Mr.  Finley.  Yes,  sir;  or  the  way  you  have  your  grades  arranged. 

Mr.  Spilman.  Well,  on  prorating,  the  salary  for  25  miles  or  more 
would  be  $900;  23  to  25  miles,  $840;  20  to  23  miles,  $780;  16  to 
20  miles,  $660;  12  to  16  iniles,  $540;  under  twelve  miles,  $480  per 
annum,  that  being  the  minimum  compensation. 

Mr.  Stafford.  Have  the  resignations  been  great.  General,  in  any 
one  section  of  the  country? 

Mr.  DeGraw.  No;  not  especially  so.  The  New  England  people 
have  not  been  resigning  so  much. 

Mr.  Spilman.  They  come  more  from  the  country  generally,  but 
perhaps  more  in  proportion  from  the  States  of  Pennsylvania,  the  two 
Dakotas,  Washington,  and  Oregon. 

Mr.  DeGraw.  In  the  mining  districts  we  find,  Mr.  Stafford,  that 
they  are  resigning  more  rapidly  than  elsewhere. 

Mr.  Stafford.  Where  tne  travel  conditions  are  more  severe? 

Mr.  DeGraw.  Well,  not  in  every  instance.  In  some  instances  that 
appUes,  but  they  declare  they  can  do  better  with  their  horses.  They 
can  unquestionablv  get  more  money  for  their  own  employment  and 
the  employment  of  their  horses  combined  than  they  are  now  receiving 
from  the  rural  service.  That  we  found  especially  true  in  the  mining 
and  coal  regions. 

Mr.  .Stafford.  What  percentage  of  resignations  have  come  from 
the  service  in  the  Southern  States  or  the  Western  States  or  the  North- 
western States,  in  anv  one  section  of  the  country  as  a  group  ? 

Mr.  Spilman.  We  have  made  no  inquiry  about  that  at  all. 

Mr.  Stafford.  Can  you  furnish  a  rough  estimate  as  to  whether  the 
proportion  of  resignations  has  been  the  same  in  these  respective 
groups  oi  territory? 

Mr.  Spilman.  Not  now,  no;  not  oiThand. 

Mr.  Stafford.  Can  you  furnish  the  committee  that  information? 
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Mr.  Spilman.  We  could  ffive  a  rough  estimate  of  it. 

Mr.  Staffoed.  I  would  like  to  have  you  furnish  the  committee 
with  some  general  estimate. 

Mr.  FiNLEY.  General,  you  have  already  stated  that  in  your  opinion 
the  compensation  is  insufficient.  Now,  on  what  is  that  opinion 
based?  To  what  expense  is  the  carrier  put  in  order  to  perform  his 
services,  to  do  his  work,  and  about  what  is  the  cost  of  that? 

Mr.  DeGbaw.  We  figure  that  a  carrier  has  to  expend  in  the  neigh- 
borhood of  $300  a  year  out  of  his  compensation  for  nis  equipment  and 
maintaining  his  stock. 

Mr.  FiNLEY.And  his  vehicle? 

Mr.  DeGbaw.  Yes. 

Mr.  FiNLEY.  And  repairs  ? 

Mr.  DeGbaw.  And  repairs,  of  course. 

Mr.  Staffobd.  How  ao  you  segregate  that  item  of  expense? 

Mr.  FiNLEY.  If  you  will  excuse  me,  it  is  stated  in  full  in  the  Post- 
master-General's  report. 

Mr.  DeGbaw.  It  is  in  my  annual  report  you  will  find  it,  Mr.  Staf- 
ford. I  say  there  that  the  cost  of  horses  and  their  maintenance 
varies  greatly  throughout  the  country,  but  a  moderate  estimate  of 
the  original  average  cost  of  horses  an^  vehicles  is  $275,  and  the  esti- 
mated average  cost  of  maintaining  an  outfit  is  about  $250  per  annum. 
With  the  daily  wear  and  tear  to  which  the  carrier's  equipment  is  sub- 
jected the  life  of  the  horses  and  vehicles  ranges  from  three  to  five 
years.  Based  on  these  estimates  the  average  annual  cost  of  the 
carrier's  outfit  is  from  less  than  $300  to  $340,  if  kept  in  such  condition 
as  to  be  a  credit  to  the  postal  service,  leaving  from  $380  to  $420  for 
his  own  labor. 

Mr.  Staffobd.  W^hen  you  stated  that  you  could  not  successfully 
recommend  a  different  wage  scale  to  varying  districts  of  the  country, 
what  reason  did  you  have  in  mind  as  to  why  a  different  wage  scale 
should  be  in  force? 

Mr.  DeGbaw.  Simply  that  it  would  create  a  great  deal  of  dissatis- 
faction unless  we  had  a  general  scale  for  every  section  of  the  country'. 

Mr.  Staffobd.  Were  there  any  differences  in  conditions  which 
would  warrant  a  different  scale  if  it  could  have  been  successfully 
established  ? 

Mr.  DeGbaw.  No,  sir;  I  can  not  say  that  there  were.  The  only 
conditions  which  we  could  consider  in  that  regard  would  be  in  the 
maintenance  of  the  stock.  For  instance,  in  some  sections  of  the 
country  feed  is  higher  than  in  other  sections.  That  is  the  only  thing 
we  could  have  taken  up;  but  we  found  we  could  not  do  that  success- 
fully or  satisfactorily. 

Air.  FiNLEY.  General,  I  do  not  think  you  have  been  asked  this 
question,  Does  the  Department  consider  it  practical  or  not  to  under- 
take to  make  an  allowance  for  horse  keep  or  feed  or  anything  of  that 
sort?" 

Mr.  DeGbaw.  No,  sir. 

Mr.  FiNLEY.  Rather  than  to  give  a  straight  increase  of  salary? 

Mr.  DeGbaw.  We  found  that  there  would  be  no  end  of  contention 
if  we  undertook  that,  and  that  the  better  way  would  be  to  give  a 
straight  increase  of  salary. 
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SUPPLIES  FOR   RURAL  SERVICE 

The  Chairman.  In  your  item  for  supplies  for  the  rural  delivery 
service  you  recommend  the  same  that  the  current  law  carries — 
$150,000.     Have  vou  made  any  modification  in  that  item? 

Mr.  Covert.  We  recommend  that  that  be  reduced  to  $80,000. 

The  Chairman.  You  recommend  a  reduction  to  $80,000? 

Mr.  Covert.  Providing  one  or  two  changes  are  made  in  the  wording 
of  the  appropriation  as  it  stands  at  present. 

The  Chairman.  What  are  those? 

Mr.  Covert.  The  Postmaster-General  has  transferred  $12,500  of 
that  appropriation  to  the  division  of  rural  delivery,  out  of  which  to 
pay  tolls  and  ferriage  charges,  and  $5,000  to  pay  for  making  of  maps 
in  the  office  of  the  topographer,  making  a  total  of  $17,500  transferred 
to  the  rural  delivery  division. 

The  Chairman.  Out  of  what  fund  would  that  $17,500  be  taken? 

Mr.  Covert.  It  was  taken  from  the  appropriation  providing  for  the 
furnishing  of  supplies  for  the  rural  delivery  service;  but  now  it  should 
come  out  of  the  appropriation  for  the  pay  of  letter  carriers,  etc.,  by 
including  the  provision  for  the  payment  of  tolls  and  ferriage  charges 
in  the  rural  aelivery  service. 

The  Chairman.  In  the  item  which  we  have  just  left,  aggregating 
$29,675,000,  there  was  nothing  said  about  the  charge  for  tolls  and 
ferriage.  If  I  understand  you,  you  do  make  such  a  recommendation 
now? 

Mr.  Covert.  W^ell,  this  came  subsequent  to  that  in  the  skeleton 
bill,  and  that  is  the  reason  nothing  was  said  about  it  up  to  this  mo- 
ment. We  ask  now  that  the  language  of  that  item  be  amended  so  as 
to  include  in  the  item  '*pay  of  letter  carriers,  etc.,''  the  payment  of 
tolls  and  ferry  charges  in  the  rural  delivery  service. 

Mr.  Spilman.  Mr.  Chairman,  the  idea  is  this:  The  matter  of  the 
payment  of  tolls  and  ferry  charges  is  directly  connected  with  the  rural 
delivery  service,  and  is  under  trie  supervision  of  the  division  of  rural 
delivery.  The  idea  was  that  if  we  took  this  particular  item,  tolls  and 
ferriage,  and  put  it  in  the  item  of  pay  of  letter  carriers,  then  all  of  the 
item  would  be  under  the  jurisdiction  of  the  division  of  rural  delivery; 
whereas  the  item  which  you  are  now  discussing  is  under  the  juns- 
diction  of  the  division  of  supplies. 

The  Chairman.  Then  do  you  ask  that  vour  estimate  relative  to  the 
rural  delivery  carrier  siBrvice  be  increasea  by  $17,000? 

Mr.  Spilman.  Only  $12,500  for  the  tolls;  the  other  is  the  making 
of  maps. 

The  Chairman.  This  is  the  first  information  the  committee  has 
received  that  you  have  modified  the  estimate  for  the  rural  carrier 
service. 

Mr.  Spilman.  Yes;  as  I  understand  it,  the  matter  is  now  being 
presented  for  the  first  time. 

The  Chairman.  I  know,  but  it  is  being  presented  under  the  item 
for  supplies.  We  have  passed  the  item  lor  carriers,  and  nothing 
had  been  said  about  it. 

Mr.  Spn.MAN.  I  think  you  w411  find  that  the  tolls  and  ferriage  are 
included  in  the  item  now  under  discussion. 

The  Chairman.  Yes. 
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Mr.  Spilman.  Aiid  the  idea  is  to  transfer  that  particular  item  of 
that  appropriation. 

The  Chairman.  And  what  about  the  making  of  maps^  Does 
that  go  to  your  Department  as  well  ? 

Ml".  Deuraw.  Tliat  goes  to  the  topographer. 

The  Chairman.  What  was  done  with  reference  to  the  topographer's 
department,  which  was  carried  heretofore  in  the  legislative  bill? 
It  was  cqp tinned  in  the  legislative  bill,  was  it  not? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  Then  we  have  not  anything  to  do  with  that  part 
of  it.  If  there  should  be  no  change  of  language  in  reference  to  the 
supplies,  Mr.  Covert,  leaving  it  as  it  is,  you  would  ask  for  $97,000? 

Mr.  Covert.  Niuet}^  seven  thousand  five  hundred  dollars. 

Mr.  Spilman.  You  know  we  w^ant  $500  more  for  the  tolls.  It 
would  be  $98,000. 

The  Chairman.  What  is  that  other  $500  for? 

Mr.  Spilman.  We  have  found,  since  we  estimated  $12,500,  that 
that  will  run  us  verv^  close,  for  the  reason  that  the  rate  of  toll  increases 
as  we  have  new  contracts  made. 

The  Chairman.  W^here  have  you  your  present  authority  for  pay- 
ing tolls? 

Air.  Spilman.  In  this  item  we  are  now  discussing,  Mr.  Overstreet. 

The  Chairman.  Under  what  heading? 

Mr.  Covert.  Supplies  for  rural  delivery  service. 

The  Chairman.  (Reading.)  **  Supplies  tor  the  rural  delivery  service, 
including  collection  boxes,  furniture,  satchels,  badges,  straps,  freight, 
packing  and  cartage  charges,  repairing  satchels  and  furniture, 
repairing,  erecting,  and  painting  collection  boxes,  map  supplies,  tolls 
and  ferry  charges" — yes.  Now,  you  want  the  maps  and  tolls  and 
ferriage 

Mr.  Covert.  Stricken  from  that. 

The  Chairman.  Stricken  from  that,  and  incorporated  under  the 
item  of  appropriation  for  the  letter  carriers'  pay? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  And  in  that  event  you  reduce  the  estimate  for  the 
general  supplies  of  the  rural  delivery  service  to  the  sum  of  $80,000? 

Mr.  Covert.  Yes,  sir. 

Mr.  DeGraw.  That  is  right. 

TOPOGRAPHICAL   OFFICE. 

The  Chairman.  But  what  is  the  practice  now  as  to  the  manufactur- 
ing of  these  maps?     Who  makes  the  maps? 

Mr.  Covert.  Five  thousand  dollars  has  been  set  aside  out  of  which 
to  pay  for  the  making  of  these  maps. 

The  Chairman.  Wlio  is  making  them  now? 

Mr.  Covert.  I  think  different  people  around  town  here. 

Mr.  Spilman.  They  are  made  under  the  supervision  of  the  topog- 
rapher. 

The  Chairman.  Tlie  topographer's  office  is  under  the  l^slative 
bill,  is  it  not?  In  the  legislative  appropriation  bill  provision  is  made 
for  the  division  of  topographers? 

Mr.  DeGraw.  Yes. 

The  Chairman.  That  is  the  present  law? 
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Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  And  is  this  same  division  of  topographers  now 
performing  service  for  the  rural  delivery  service  and  the  postal 
service? 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  You  pay  out  of  this  supply  department  to  that 
division  certain  moneys? 

Mr.  Spilman.  The  expense  of  certain  work  that  that  division  does. 

The  Chairman.  How  do  you  arrive  at  how  much  it  is  going  to  be? 

Mr.  DeGraw.  You  see,  the  topographer  makes  the  star-route  maps 
and  all,  Mr.  Chairman. 

The  Chairman.  How  are  the  supplies  enumerated  in  this  item  that 
we  are  now  reading  purchased — through  the  rural  delivery  service 
direct  or  through  the  purchasing  agent? 

Mr.  Covert.  The  purchasing  agent  purchases  them  for  the  supply 
division. 

The  Chairman.  That  is  to  say,  do  you  make  the  contracts? 

Mr.  Covert.  The  purchasing  agent  makes  the  contracts,  I  think. 

The  Chairman.  Do  you  make  requisition  on  him  for  them? 

Mr.  Covert.  Yes,  sir. 

The  CHAIRMAN.  And  are  all  of  the  supplies  under  annual  or  longer 
contract  terms? 

Mr.  Covert.  Most  of  them,  I  believe,  are  annual  contracts. 

Mr.  Cochran.  No;  the  furniture  contracts  are  four-jear  con- 
tracts, and  also  the  box  contracts. 

The  Chairman.  The  word  ''furniture^'  was  not  included  in  the 
current  law  under  this  item,  was  it? 

Mr.  Covert.  I  think  it  is — ''including  collection  boxes,  furniture, 
satchels,  badges,  straps,  etc.'' 

The  Chairman.  Then  the  italics  in  that  item  ought  to  be  stricken 
out.  That  is  an  error  in  the  print.  Are  these  various  items  enumer- 
ated in  this  paragraph  inspected,  Mr.  Cochran,  at  the  time  of  delivery 
to  the  Government? 

Mr.  Cochran.  Yes,  sir.  The  furniture  is  made  at  High  Point, 
N.  C,  and  the  contractor  has  a  sufficient  number  to 

The  Chairman.  I  refer  to  the  various  other  things — the  collection 
boxes  and  satchels  and  badges  and  straps? 

Mr.  Cochran.  Yes,  sir;  every  one  of  them  is  inspected. 

The  Chairman.  What  officers  or  employees  render  the  inspection? 

Mr.  Cochran.  For  the  inspection  that  is  done  away  from  Wash- 
ington, we  generally  utilize  post-office  inspectors. 

The  Chairman.  What  proportion  of  the  time  of  any  given  number 
of  post-office  inspectors  is  taken  up  with  the  inspection  of  these  items 
of  supply — not  tnis  particular  item  of  rural  delivery,  but  all  items  of 
supply  for  the  Department? 

Air.  Cochran.  Well,  that  is  pretty  hard  to  tell. 

The  Chairman.  What  peculiar  technical  knowledge  has  a  post- 
office  inspector  which  enables  him  to  properly  pass  upon  these 
various  items  of  supply  ? 

Mr.  Cochran.  lie  has  not  any,  but  we  try  to  give  liim  the  instruc- 
tion that  he  needs.  For  instance,  we  furnish  them  the  accepted 
sample,  and  show  liim  what  that  is,  what  the  standard  is,  and  then 
if  it  does  not  come  up  to  that  it  does  not  take  very  much  technical 
knowledge  to  determine  it. 
p  o  A  B— 07 20 
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The  Chairman.  In  a  general  waj,  are  the  same  individual  inspec- 
tors used  in  the  inspection  of  these  items,  or  do  you  use  any  post-oflBce 
inspector? 

Mr.  Cochran,  On  anything  that  requires  experience  and  skill  we 
try  to  have  the  same  inspector.  For  instance,  the  most  difficult 
inspection  is  that  of  the  street  letter  boxes  and  the  package  boxes. 

The  Chairman.  That  is  in  the  city  service? 

Mr.  Cochran.  Yes — well,  such  boxes  as  they  use  they  get  from  the 
same  contractor. 

The  Chairman.  To  what  extent  have  these  supphes  during  the 
past  six  months  been  shipped  by  freight? 

Mr.  Cochran.  Altogether^ — that  is,  all  of  the  hea\'y  stuff;  all  of  the 
boxes  and  tables,  etc. 

WEIGHT   LIMITATION,   SHIPMENT   BY   MAIL. 

The  Chairman.  To  what  extent  have  the  supplies  for  the  rural 
deliveiy  service  for  the  past  six  months  been  distnbuted  by  mail? 

Mr.  Cochran.  I  do  not  have  anything  to  do  with  the  cUstribution, 
Mr.  Chairman,  so  I  can  not  answer  that  question. 

The  Chairman.  Have  you  any  information  as  to  whether  or  not 
the  limitation  of  4  pounds'  weight  has  been  observed  fti  the  postal 
department  shipments  by  mail? 

Mr.  Cochran.  No,  sir;  I  have  not. 

The  Chairman.  You  have  no  information  on  it  at  all  ? 

Mr.  Cochran.  I  think,  however,  that  it  has  not  been  observed.  I 
think  the  view  taken  by  the  Department  is  that  that  is  expected  to 
apply  before  the  weighing  season  begins. 

The  Chairman.  Who  has  made  any  such  order  as  that? 

Mr.  DeGraw.  The  matter  was  referred  to  the  Assistant  Attorney- 
General  for  an  opinion  as  to  when  the  shipment  by  freight  should  be- 
gin; and  an  opinion  rendered,  under  which  >st  have  been  acting. 

The  Chairman.  But  what  I  am  speaking  of  now,  Mr.  DeGraw%  is 
the  provision  which  is  contain*ed  in  the  current  law%  that  **  hereafter 
no  article,  package,  or  other  matter,  except  postage  stamps,  stamped 
envelopes,  newspaper  wrappers,  postal  cards,  and  internal-revenue 
stamps,  shall  be  admitted  to  the  mails  under  the  penalty  privilege, 
unless  such  article,  package,  or  other  matter,'^  (except  the^e  various 
stamps)  **  would  be  entitled  to  admission  to  the  mails  under  laws  re- 
auiring  payment  of  postage,''  which  would  prohibit  the  entry  tt) 
tne  mails  under  a  penalty  privilege  of  a  package  that  was  in  excess  of 
four  pounds  in  weight. 

Mr.  DeGraw.  Well,  sir;  I  should  make  the  same  answer.  That 
is  what  I  understood  you  were  asking  about. 

The  Chairman.  Yes;  but  that  has  not  anything  to  do  w^ith  the 
appropriation  for  freight.  That  is  a  prohibition  of  the  use  of  the 
mails.  Do  I  understand  you  to  say  tnat  these  supplies  have  been 
sent  in  the  mails  during  the  last  six  months  in  excess  of  4  pounds 
weight? 

Mr.  Cochran.  I  think  they  have;  yes,  sir. 

Mr.  DeGraw.  They  have,  Mr.  Chairman,  under  the  opinion  of  the 
Assistant  Attorney-General  heretofore  cited. 

The  Chairman.  And  the  opinion  of  the  Attorney-General  for  the 
postal  service  is  that  that  is  not  a  violation  of  that  section  ? 
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ilr.  DeGraw.  He  said  he  construed — I  can  not  quote  the  decision 
of  the  Assistant  Attorney-General,  but  his  idea  was  that  the  meaning 
and  intent  of  that  clause  was  that  it  should  not  go  into  operation 
until  the  weighing  period,  for  the  reason  that  if  it  did  go  into  opera- 
tion before  that  time  the  Department  would  be  paying  double  prices 
for  the  shipments  of  these  supplies. 

Mr.  FiNLEY.  I  would  like  to  ask,  General,  if  the  other  Departments, 
like  the  Treasury,  are  shipping  iron  safes  and  things  like  that  through 
the  mails;  or  have  you  any  knowledge  of  that?  I  believe  that  was 
stated  here  last  year. 

Mr.  DeGraw.  That  is  a  matter  that  has  not  come  under  my 
jurisdiction. 

Mr.  FiNLEY.  What  do  you  say  about  that,  Mr.  Cochran  ? 

Mr.  Cochran.  No,  sir;  I  think  that 

Mr.  FiNLEY.  How  do  they  make  their  shipments  now? 

Mr.  Cochran.  By  freight  and  express. 

iir.  FiNLEY.  They  have  taken  those  things  out  of  Ibe  postal  service? 

Mr.  Cochran.  I  think  so.  Of  course,  I  have  not  any  definite 
knowledge  as  to  matters  of  that  kind. 

Mr.  Lloyd.  Is  that  true  of  the  War  Department,  too  ? 

Mr.  Cochran.  I  think  so. 

POST-ROUTE   MAPS. 

The  Chairman.  The  rest  of  the  items  on  page  46,  while  in  italics, 
I  think  are  intended  to  cover  some  provisions  relative  to  the  freight 
item.  The  first  item  there,  of  miscellaneous  expenses  in  the  prepara- 
tion and  publication  of  post-route  maps  and  rural-deUvery  maps  or 
blueprints,  $25,000 — is  tnat  a  new  item  from  any  that  we  have  had 
before,  or  has  that  been  carried  out  in  some  preceding  item?  You 
know  the  bill  is  made  up  according  to  the  estimates  of  the  Depart- 
ment, and  this  comes  up  in  that  way:  *^The  above  item  is  submitted 
as  a  transfer  from  the  contingent  expenses,  legislative  appropriation." 

Mr.  DeGraw.  Yes;  that  was  entirely  foreign  to  me. 

The  Chairman.  That  item  is  carried  in  the  legislative  bill  now,  is 
it  not? 

Mr.  DeGraw.  That  comes  tlu*ough  the  chief  clerk's  office. 

The  Chairman.  These  items  in  italics,  then,  that  I  have  just 
referred  to,  and  all,  in  fact,  referring  to  the  division  of  topography, 
are  carried,  I  understand,  in  the  legislative  bill.  Now,  on  page  138 
the  legislative  bill  proceeds:  **For  miscellaneous  expenses  in  the 
division  of  topograpny,  in  the  preparation  and  pubUcation  of  post- 
route  maps,  including  tracings  for  photolithographic  reproduction," 
and'there  is  a  whole  lot  of  money  appropriated,  rf  ow  if  the  members 
having  page  46  before  them  will  follow  the  second  paragraph,  I  think 
it  is  in  the  same  language: 

**  And  the  Postmaster-General  may  authorize  the  sale  of  post-route 
maps  to  the  public  at  the  cost  of  pnnting  and  10  per  centum  thereof 
added,  the  proceeds  of  such  sales  to  be  used  as  a  further  appropri- 
ation for  the  preparation  and  publication  of  post-route  maps;  and 
of  this  amount  $100  may  be  expended  for  the  purchase  of  atlases, 
geographical  and  technical  works  needed  in  the  division  of  topog- 
raphy." 
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Mr.  Stafford.  So  no  provision  is  made  by  that  phraseology  for 
the  rural-delivery  maps,  which  work  has  been  transferred  from  the 
division  headquarters  to  the  office  of  the  topographer. 

The  Chairman.  But  you  will  find  at  the  bottom  of  page  45,  in 
brackets,  '*and  for  the  making  of  maps."  That  is  what  ALr.  Covert 
explained  a  while  ago,  as  I  understood.  He  said  that  $17,500  was 
taKen  out  of  the  item  of  supplies  for  the  rural  delivery  service;  $5,000 
of  it  was  assigned  to  the  making  of  maps,  and  $12,500  for  tolls  and 
ferries, 

Mr.  Covert.  Yes,  sir. 

Mr.  Stafford.  But  if  the  same  phraseology  should  be  continued, 
how  much  would  you  require  in  addition  to  your  revised  estimate  of 
$80,000? 

The  Chairman.  Seventeen  thousand  five  hundred  dollars,  he  said 
in  answer  to  my  question. 

Mr.  Covert.  Seventeen  thousand  five  hundred  dollars. 

SHIPMENT   OF   SUPPLIES. 

The  Chairman.  So  that  those  miscellaneous  items  w^ould  go  out, 
because  they  are  already  covered  in  the  legislative  bill.  Now  we 
come  to  your  provision  lor  defraying  expenses  incident  to  the  ship- 
ment of  supplies.     You  ask  $300,000  for  that. 

ijr.  DeGraw.  That  was  simply,  Mr.  Chairman,  because  we  had  no 
method  whatever  of  getting  at  that.  That  was  before  the  reorgani- 
zation of  the  Department,  and  we  could  not  possibly  get  any  details 
that  would  show  us  what  that  might  be.  Since  then  we  have  figured  it 
out.     Mr.  Covert  will  tell  you  what  w^e  have  done  on  that  subject  now. 

Mr.  Covert.  By  taking  the  weight  of  the  stuff  actually  mailed  as  a 
basis,  and  securing  from  railroad  companies  the  rates  to  different 
States  and  different  parts  of  each  State,  and  getting  an  average  cost 
per  100  pounds  for  each  State,  and  ascertaining  from  the  Railway 
Mail  Service  the  amount  that  has  been  paid  for  sending  the  same 
matter  by  mail,  we  have  figured  out  that  there  is  a  net  saving  to  the 
Department,  I  think,  of  nmety  some  thousand  dollars.  I  have  for- 
gotten now;  I  have  not  those  figures  here;  but  the  actual  expense  to 
the  Department  of  shipping  by  freight  the  articles  handled  through 
the  supply  division  we  estimate  would  be  in  the  neighborhood  of 
$80,000,  instead  of  $300,000. 

Mr.  DeGraw.  And  incidentallv  to  that,  Mr.  Chairman,  we  are  now 
in  negotiation  with  the  railroad  people  with  a  view  to  getting,  if 
possible,  a  flat  State  rate  for  shipments. 

Mr.  Covert.  I  think  it  would  be  well  if  this  item  could  stand  for 
a  few  days.  A  committee  has  been  appointed  by  the  Postmaster- 
General  to  go  into  every  feature  of  it,  and  that  committee  has  not 
yet  rendered  its  report. 

The  Chairman.  But  have  you  now  a  suggestion,  in  keeping  with 
your  modified  estimates,  as  to  how  much  less  than  $300,000  you 
would  recoimiiend  if  the  item  remains  as  it  is  now  drawn? 

Mr.  Covert.  I  say  $80,000. 

The  Chairman.  Instead  of  $300,000. 

Mr.  Covert.  That  is  my  opinion,  but  some  differ  with  me.  They 
say  it  ought  to  be  $100,000;  but  I  think  $80,000  will  cover  it. 

The  Chairman.  You  stated  at  the  outset  of  the  hearing  to-day 
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that  in  various  items  of  the  bill  the  modLfied  estimates  would  result 
in  a  saving  of  $10,500. 

Mr.  Covert.  This  item  was  not  included. 

The  Chairman.  Not  included? 

Mr.  Covert.  No,  sir. 

Mr.  DeGraw.  That  was  irrespective  of  this  item. 

The  Chairman.  I  thought  I  nad  kept  an  accurate  account  of  the 
various  decreases  and  increases,  and  that  it  resulted  in  a  saving  of 
$9,000.  Probably  there  is  a  thousand  dollars  somewhere  that  escaped 
me. 

Mr.  Covert.  Well,  probably. 

The  Chairman.  But  that  was  not  included  in  this? 

Mr.  Covert.  No,  sir. 

Mr.  DeGraw.  This  $300,000  is  undoubtedly  excessive,  Mr.  Chair- 
man, judging  from  the  information  we  have  been  able  to  collect. 

The  CflAiRBiAN.  Now,  I  want  to  ask  you  this  question:  In  the  item 
for  supplies  in  the  rural-delivery  service  you  have  said  nothing  about 
striking  out  the  word  '  'freight. ' 

Mr.  Covert.  No,  sir. 

The  Chairman.  So  that  you  would  still  have  a  right  to  pay  for 
freight  on  the  supplies  of  the  rural-delivery  service  out  of  that  appro- 
priation? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  In  the  item  for  the  city-delivery  service  suppKes 
you  have  the  word  ' 'freight?'' 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  So  that  you  could  stiU  pay  for  freight  out  of  that 
item? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  In  the  item  of  incidental  expenses  of  the  First 
Assistant  Postmaster-General's  Office  the  word  ''freight"  occurs  in 
regard  to  the  supplies  of  that  Office.  Now,  that  limits  it  so  that,  so 
far  as  I  see,  your  freight  would  probably  be  the  freight  on  your  sta- 
tionary.    Is  not  that  about  all  that  is  left  ? 

Mr.  Covert.  Stationery,  stamps,  wrapping  paper,  twine,  blanks, 
books,  and  so  on. 

The  Chairman.  What  stamps? 

Mr.  Covert.  Miscellaneous  rubber  post-marking  stamps,  steel 
stamps,  and  other  machines. 

The  Chairman.  You  figure  that  it  is  going  to  cost  $80,000  for 
freight  to  carry  those  supplies,  other  than  the  city-delivery  and  Presi- 
dential post-office  supplies? 

Mr.  Covert.  Yes,  sir.  There  are  in  the  neighborhood  of  160,000,- 
000  envelopes  going  from  Hartford,  Conn.,  at  present  to  all  parts  of 
the  United  States. 

The  Chairman.  Stamped  envelopes  ? 

Mr.  Covert.  Service  envelopes,  official  envelopes — no;  not  stamped 
envelopes. 

The  Chairman.  Oh,  you  mean  the  penalty  envelopes? 

Mr.  Covert.  Just  the  plain  penalty  envelopes  used  in  the  service. 

The  Chairman.  Well,  that  is  part  of  the  stationery  item. 

Mr.  Covert.  No;  it  is  not. 

The  Chairman.  When  I  said  a  while  ago  "stationery,"  I  meant 
envelopes  and  stationery.     So  that  this  freight  item  of  $80,000  w^hich 
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you  now  estimate  instead  of  $300,000  would  not  cover  any  of  the 
supplies  for  the  rural  or  city-delivery  service,  because  those  items  now 
contain  the  word  ''freights' 

Mr.  Covert.  It  would  in  some  of  those  items;  it  would  cover  straps 
and  satchels. 

The  Chairman.  They  are  already  covered  in  that  item. 

Mr.  Covert.  The  boxes  are  practically  the  only  things  now  shipped 
by  freight — boxes  and  posts. 

The  Chairman.  No  ;  what  I  call  your  attention  to  now  is  that  the 
item  in  reference  to  city-delivery  service,  as  it  now  stands,  on  your 
own  recommendation,  includes  straps  and  baskets  and  satchels. 

Mr.  Covert.  But  when  we  reduced  that  estimate  to  $80,000,  we 
assumed  that  the  same  articles  that  are  shipped  by  freight  now  would 
be  shipped  by  freight  when  that  $80,000  appropnation  was  made. 

The  Chairman.  Under  this  last  appropriation? 

Mr.  Covert.  No,  sir;  under  the  same  one. 

The  Chairman.  That  is  right.  Then,  as  I  say,  the  item  for  expendi- 
tures for  freight  on  the  supplies  in  the  city-delivery  service  will  not 
come  out  of  this  $80,000  here? 

Mr.  Covert.  Yes,  sir;  a  portion  of  them  will,  because  the  same 
articles  only  will  be  shipped  by  freight  out  of  that  appropriation  then 
as  are  now  shipped  in  that  way,  which  means  nothing  but  the  letter 
boxes  and  posts.  Every  article  that  comes  to  the  supply  division  in 
Washii^ton 

The  Chairman.  Then  let  us  strike  out  the  word  '* freight"  in  those 
items  and  put  all  the  freight  in  one  item. 

Mr.  Covert.  If  that  is  done  I  think  that  a  small  amount  ought  to 
be  added  to  that  $80,000  to  cover  the  shipping  of  letter  boxes  in  both 
the  rural  and  free  delivery  service  now. 

The  Chairman.  I  am  talking  now  with  reference  to  this  last  item 
for  freight,  of  $80,000. 

Mr.  Covert.  Yes.  sir. 

The  Chairman.  Are  you  intending  any  charge  against  that  for  the 
shipment  of  any  kind  of  post-office  furniture  by  freight  ? 

Mr.  Covert.  Anything  that  would  go  from  the  Division  of  Sup- 
plies outside  of  letter  boxes  and  posts. 

The  Chairman.     Well,  furniture  would,  would  it  not? 

Mr.  Covert.  That  would  include  furniture,  if  any  contract  was 
made.     As  it  is  now 

The  Chairman.  Exactly;  but  you  include  furniture  under  your 
item  of  city,  and  rural  supplies,  where  vou  have  also  the  word 
''freight." 

Mr.  Covert.  Yes, 

The  Chairman.  And  it  would  include  furniture  in  Presidential 
offices  where  that  already  includes  freight.  I  tliink,  when  you  take 
into  account  the  fact  that  the  various  provisions  for  frei^&t  in  the 
shipment  of  supplies  of  the  city  and  rural  delivery  service  and  of 
the  Presidential  post-offices  will  all  be  eliminated  from  any  charee 
on  this  last  item  of  freight,  that  you  have  got  your  $80,000  too  hign. 
Would  you  not  think  so?     How  do  you  arrive  at  $80,000? 

Mr.  Covert.  By  just  weighing  the  stuff  that  goes  out  from  the 
supply  division  now  and  that  has  been  going  out. 

The  Chairman.  Exactly;  and  some  of  that  stuff  that  you  refer  to, 
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that  goes  out  from  the  supply  division,  may  have  its  freight  charges 
paid  out  of  these  other  items  of  appropriation? 

Mr.  CovEKT.  There  is  nothing  that  goes  by  freight  from  the 
(Uvision  of  suppUes.  It  is  only  the  stuff  that  goes  from  the  con- 
tractor to  the  postmaster  on  which  freight  charges  are  paid  now. 
Everything  going  from  the  supply  division  g^oes  by  mail. 

The  Chairman.  Then  this  $80,000  is  based  exclusively  and  wholly 
if  I  now  understand  you,  upon  the  shipment  by  freight  of  those  arti- 
cles that  now  go  by  mail? 

Mr.  Covert.  Yes,  sir. 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  Heretofore,  and  during  the  past  six  months, 
have  there  not  been  items  of  the  rural  and  city  delivery  service  that 
have  gone  by  mail. 

Mr.  Covert.  All  the  satchels  and  straps — everytliing  of  that 
description. 

The  Chairman.  And  they  are  included  in  these  other  items  of 
supplies  where  provision  is  made  for  freight  payments? 

Mr.  Covert.  Yes,  sir.  If  they  were  to  be  sent  by  freight,  as  it 
no.v  stands,  they  would  be  charged  out  of  that. 

The  Chairman.  Yes,  sir.  So  that  if  any  post-office  furniture  for 
offices  of  the  first  class  should  be  shipped,  the  freight  might  be 
charged  a;^ainst  that  item  of  appropriation,  on  page  21,  of  $45,000 
for  the  incidental  expenses  of  the  city-delivery  service,  including 
freight  and  drayage  on  equipment,  furniture,  and  supplies? 

Mr.  Covert.  It  might  be :  yes,  sir. 

The  Chairman.  And  then  freight  might  be  charged  against  any 
supplies  that  might  be  shipped  for  either  the  city-delivery  service  or 
the  rural-delivery  service? 

Mr.  Covert.  Out  of  those  appropriations;  yes,  sir. 

The  Chairman.  Then  freignt,  again,  would  be  provided  out  of 
this  last  item? 

Mr.  Covert.  Yes,  sir;  this  estimate  was  gotten  up  on  just  the 
things  that  are  sliipped  at  present  from  the  supply  division  by  mail. 

The  Chairman.  But  these  other  items  are  snipped  at  present? 

Mr.  Covert.  By  mail;  yes. 

The  Chairman.  By  mail,  because  you  have  not  as  yet  commenced 
to  observe  that  law  ?' 

Mr.  Covert.  Yes,  sir. 

Ml*.  Stafford.  In  these  items  that  are  now  under  the  jurisdiction 
of  the  supply  division,  which  you  contemplate  sending  hereafter 
by  freio^ht,  but  which  are  now  sent  by  mail,  you  would  pay  the  freight 
yourself — the  Department  would  pay  the  freight  here  rather  than 
send  an  allowance  to  the  postmaster  for  the  payment  of  freight  ? 

Mr.  Covert.  Well,  we  nave  not  decided  as  to  the  best  method  to 
pursue. 

Mr.  DbGraw.  That  matter  is  now  undergoing  consideration. 

Mr.  Stafford.  How  much  should  this  item  be  increased  ?     * 

Mr.  Covert.  I  think  $85,000  will  cover  it. 

The  Chairman,  You  think  $85,000  will  cover  the  whole  freight 
business,  then,  if  the  word  *' freight*'  is  stricken  out  of  all  the  other 
items? 

Mr.  Covert.  Of  the  city  and  rural  free  delivery;  yes,  sir. 
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Mr.  Stafford.  That  is,  so  far  as  your  supply  division  is  concerned  ? 

Mr.  Covert.  Yes,  sir. 

The  Chairman.  You  can  not  give  an  estimate,  so  fa^as  the  allow- 
ances made  to  postmasters  are  concerned,  on  page  21  ? 

Mr.  Covert.  None  whatever. 

The  Chairman.  That  covers  it. 

Mr.  Stafford.  If  the  law  is  mandatory  requiring  the  Department 
not  to  send  these  articles  through  the  mail,  and  you  should  not  have 
an  adequate  allowance  for  sending  them  by  freight,  how  would  you 
then  ship  the  articles  'i 

Mr.  DeGraw\  We  could  not  ship  them. 

Mr.  Stafford.  Would  you  still  have  the  right  to  send  them  by 
freight  and  call  upon  Congress  for  a  deficiency  appropriation,  or  should 
this  item  be  sufficiently  large  to  meet  those  contingencies? 

Mr.  DeGraw\  I  think  the  item  should  be  sufficiently  large. 

The  Chairman.  There  would  be  a  prohibition  against  that  kind  of 
deficiency  as  well  as  any  other,  would  there  not? 

Mr.  DeGraw\  Yes,  sir. 

Mr.  Stafford.  There  would  be  no  abuse  in  case  this  item  for 
freight  charges  was  increased? 

A&.  DeGraw.  Oh,  no;  none  whatever. 

TRAVEL  EXPENSE. 

The  Chairman.  Mr.  DeGraw ,  I  observe  that  in  the  allowance  of 
$1,000  for  the  Fourth  Assistant's  office  for  travel  and  miscellaneous 
expenses,  you  estimate  the  sair.e  amount. 

Mr.  DeGraw.  Yes,  sir. 

The  Chairman.  In  view  of  the  fact  that  you  only  expended  $8.55 
of  this  item  last  year,  why  do  you  think  you  will  need  that  much  ? 

Mr.  DeGraw.  I  expended  more  than  that,  Mr.  Chairman. 

The  Chairman.  (Reading:)  "For  the  fiscal  year  1906,  $8.55." 

Mr.  DeGraw.  Oh,  1906! 

The  Chairman.  That  Ls  the  last  complete  year  we  have. 

Mr.  Spilman.  Certain  travel  can  e  out  of  other  appropriations  in 
1906  that  would  now  come  out  of  this  appropriation.  For  instance, 
this  supply  item  for  rural  delivery  used  to  reaa  ''incidental  expenses," 
and  any  travel  incidental  to  rural  delivery  came  out  of  that. 

Mr.  DeGraw.  We  have  had  considerable  travel  this  year.  As  I 
told  5^ou  last  year,  you  remember,  I  contemplated  sending  out  for 
various  things  that  1  found  we  could  verj^  readily  adjust  if  we  could 
send  proper  persons  to  handle  them.  Mr.  Spilman  himself  has  made 
a  number  of  quite  extensive  trips  under  this  particular  clause. 

POSTAGE-STAMP   CONTRACT. 

Mr.  Snapp.  Mr.  DeGraw,  did  you  have  anything  to  do,  personally, 
as  Fourth  Assistant  Postmaster-General,  with  the  letting  of  the  con- 
tract for  the  printing  of  stamps  for  the  ensuing  four  years? 

Mr.  DeGraw.  No,  sir. 

Mr.  Snapp.  Did  you  have  occasion  at  any  time  to  take  any  part  in 
determining  to  w  hat  bidder  the  contract  should  be  let  ? 

Mr.  DeGraw'.  The  only  matter  in  which  I  figured  at  all  in  r^ard 
to  that  contract  was  in  answering  a  question  put  to  me  by  the  rost- 
master-General  as  to  what,  in  my  opinion,  would  be  the  most  econom- 
ical and  best  way  to  decide  on  the  bids  submitted- 
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Mr.  Snapp.  You  then  had  the  bids  before  you,  did  you? 

Mr.  DeGraw.  I  did  not  have  the  bids  before  me,  but  the  bids  were 
explained. 

Mr.  Snapp.  Did  you  know  the  amounts  of  the  different  bids  sub- 
mitted by  the  different  bidders,  and  the  difference  between  them? 

Mr.  DeGraw.  I  did  at  the  time,  but  I  could  not  quote  the  figures 
now.  It  was  very  small,  I  know — that  is,  the  difference  was  very 
small — and  was  offset,  as  I  recall,  by  the  value  of  the  machinery 
which  was  involved  in  the  Bureau  of  fingraving  and  Printing. 

Mr.  Snapp.  When  this  matter  was  submitted  to  you  by  the  Post- 
master-General, was  your  attention  drawn  to  the  clause  in  the  ap- 
propriation bill  for  the  fiscal  year  ending  June  30,  1907,  providing 
that  no  contract  for  the  manufacture  of  adhesive  postage  stamps, 
special-delivery  stamps,  or  books  of  stamps  shall  be  made  by  the 
Government  with  any  department  or  bureau  of  the  Government  be- 
low the  cost  of  such  work  to  the  Government?*' 

Mr.  DeGraw.  My  recollection  is  that  that  clause  was  referred  to. 

Mr.  Snapp.  Did  you  or  the  Attorney-General  or  the  Postmaster- 
General,  or  any  otner  officer  of  the  Post-Office  Department,  investi- 
gate these  bids,  or  any  of  them,  to  determine  whether  either  one  of 
them  fell  below  the  cost  of  such  work  to  the  Government  ? 

Mr.  DeGraw.  I  did  not,  sir;  but  the  statement  was  made  that  they 
did  not  fall  below  the  cost. 

Mr.  Snapp.  By  whom  was  that  statement  made? 

Mr.  DeGraw.  I  do  not  believe  I  can  teil  you  who  it  was.  Several 
of  the  officers  of  the  Department  were  present  at  this  interview. 

Mr.  Snapp.  Will  you  mdicate  who  they  were?  Was  it  a  conference 
called  by  the  Postmaster-General? 

Mr.  DeGraw\  Yes,  sir;  it  was. 

Mr.  Snapp.  Was  the  Third  Assistant  Postmaster-General  present? 

Mr.  DeGraw.  I  think  he  was ;  yes.  All  four  of  the  assistants  were 
there;  also  Mr.  Cochran  and  the  chief  clerk. 

Mr.  Snapp*  And  at  that  time  you  gave  it  as  your  opinion  that  it 
would  be  advantageous  to  the  Government  that  the  contract  should 
be  let  to  the  Bureau  of  Engraving  and  Printing? 

Mr.  DeGraw.  I  did,  sir. 

Mr.  Snapp.  Knowing,  as  I  understood  you  to  say,  that  the  bid  of 
that  Bureau  w^as  larger  than  the  bid  of  the  other  bidder? 

Mr.  DeGraw.  Slightly  larger  in  the  main;  but  had  it  been  given 
to  the  other  bidder  the  Governnent  would  have  lost  the  value  of 
some  $350,000  worth  of  machinery.  Was  not  that  it  [turning  to  Mr. 
Cochran]?     I  have  forgotten  the  figures. 

Mr.  Cochran.  Yes;  it  was  quite  a  large  amount. 

Mr.  DeGraw.  And  that  machinery  would  have  been  null  and  void? 

The  Chairman.  Was  the  expense  of  the  purchase  and  installation 
of  that  machinery,  originally  made  in  takmff  up  the  last  contract, 
taken  into  account  in  estimating  the  cost  of  tnat  contract? 

Mr.  DeGraw.  I  could  not  say  as  to'lhat,  sir. 

Mr.  Snapp.  I  think  that  is  all  I  care  to  ask  ilr.  DeGraw  on  this 
subject. 

Mr.  FiNLEY.  Mr.  Chairman,  one  question:  General,  in  deciding  the 
question  of  the  lowest  bid,  did  you  or  not  take  into  consideration 
that  if  an  outside  bidder  secured  the  contract,  the  Government  would 
have  to  place  in  the  establishment  of  that  bidder  employees  of  the 
Government  to  oversee  the  work  and  to  see  that  there  were  no  leaks? 
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Mr.  DeGraw.  Oh,  unquestionably.  All  those  things  were  consid> 
erea — every  one  of  them. 

Mr.  FiNLEY.  That  would  be  an  element  of  cost  to  the  Grovemment; 
would  it  not? 

Mr.  DeGraw.  Oh,  yes. 

Mr.  FiNLEY.  In  that  view,  was  or  was  not  the  bid  of  the  outside 
party  lower  than  that  of  the  Bureau  of  Engraving  and  Printing? 

Mr.  DeGraw.  As  I  recall  it  (though  I  will  not  say  certainly  about 
it;  it  was  a  very  short  conference)  it  was  something  like  thirty  odd 
thousand  dollars;  was  it  not,  Mr.  Cochran? 

Mr.  Cochran.  The  net  saving,  I  think,  was  $17,500  a  year. 

Mr.  DeGraw.  That  was  it,  I  think,  $17,000  net. 

Mr.  Cochran.  Including  the  cost  of  inspection  and  supervision. 

Mr.  DeGraw.  And  as  against  that,  I  know  we  considered  that  the 
$300,000  worth,  or  whatever  that  amount  may  be,  of  machinery, 
would  be  lost  to  the  Government;  and  besides  that  the  stamps  would 
be  going  outside  of  the  Government  control,  and  would,  or  course, 
have  to  DC  supervised  by  the  Government. 

Mr.  FiNLEY.  Did  you  count  the  cost  of  supervision  in  figuring  out 
the  $17,000  net  savmg? 

Mr.  Cochran.  Yes,  sir;  it  was  counted. 

Mr.  FiNLEY.  It  was  counted  ? 

Mr.  Cochran.  Yes,  sir. 

Mr.  DeGraw.  Yes,  sir. 

Mr.  Snapp.  Did  you  take  into  consideration  at  this  conference, 
before  deciding  this  question,  the  value  of  the  use  by  the  Bureau  of 
Engraving  ana  Printing  of  the  buildings  belonging  to  the  Government 
and  now  occupied  by  the  Bureau  of  Engraving  ana  Printing  ?  Did  you 
estimate  that  as  one  of  the  costs  entering  into  the  manufacture  of 
stamps  by  the  Bureau  ? 

Mr.  DeGraw.  No,  sir;  my  recollection  of  that  is  that  the  Bureau 
if  it  did  not  get  the  contract,  would  immediately  dispense  with  this 
machinery,  and  occupy  that  part  of  the  building  now  occupied  by 
the  macmnery  for  other  purposes. 

Mr.  Snapp.  You  understood,  did  you  not,  that,  the  Bureau  of 
Engraving  and  Printing  is  very  much  cramped  for  room,  and  that 
they  would  be  very  glad  to  occupy  all  of  this  room  ? 

Mr.  DeGraw.  Oh,  yes,  sir;  I  understood  that. 

Mr.  Snapp.  For  the  printing  of  the  securities  and  the  money  of 
the  Government? 

Mr.  DeGraw.  Yes,  sir. 

Mr.  Snapp.  I  think  that  is  all  I  wish  to  ask  Mr.  DeGraw. 

Mr.  DeGraw.  In  addition  to  the  reasons  I  had  for  giving  my 
opinion,  there  was  the  fact  of  the  stamps  being  securities  or  the  Gov- 
ernment, and  the  risk  of  taking  them  out  of  the  Grovemment  service. 

Mr.  Snapp.  You  agreed  with  the  Postmaster-General,  as  I  under- 
stand it,  on  that  proposition.  He  makes  the  same  statement  in  his 
annual  report. 

Mr.  DeGraw.  Yes,  sir. 

Mr.  Snapp.  Mr.  Cochran,  it  appears  from  the  statement  of  Mr. 
Madden,  the  Tliird  Assistant  Postmaster-General,  that  the  specifica- 
tions for  the  printing  of  the  stamps  used  by  the  Post-Office  Depart- 
ment are  originally  prepared  in  his  office. 

Mr.  Cochran.  Ves,  sir;  that  is  right. 
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Mr.  Snapp.  And  that  they  were  then  sent  to  you  for  your  exami- 
nation? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  Do  you  remember  specifically  of  the  specifications 
having  been  sent  to  vou  by  the  Thira  Assistant  relating  to  the  print- 
ing of  stamps  by  the  Government  for  the  ensuing  period  or  four 
years? 

Mr.  Cochran.  I  do. 

Mr.  Snapp.  After  those  specifications  reached  you,  did  you  make 
or  suggest  any  changes  in  them? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  Can  you  indicate  to  the  committee  what  changes  you 
suggested,  or  in  what  respect  the  changes  you  suggested  were? 

Mr.  Cochran.  They  were  not  any  very  material  changes;  some- 
thing in  regard  to  the  methods  of  packing  and  wrapping,  and  the 
quality  of  the  paper  on  which  the  stamps  were  to  be  pnnted;  and  we 
had  with  us  there  the  assistant  chief  of  the  stamp  division,  who  came 
over  after  the  specifications  were  received,  and  we  conferred  wdth  him 
as  to  certain  things  that  might  be  an  improvement;  and  the  specifica- 
tions as  finally  agreed  on  were  not  changed  to  any  very  great  extent. 

Mr.  Snapp.  By  whom  were  the  specifications  finally  agreed  upon? 

Mr.  Cochran.  By  the  Third  Assistant's  office  and  myself. 

Mr.  Snapp.  After  that,  then,  did  you,  as  purchasing  agent,  adver- 
tise for  proposals? 

Mr.  Cochran.  I  did. 

Mr.  Snapp.  And  after  the  advertisement  was  made,  was  the 
advertisement  withdrawn  ? 

Mr.  Cochran.  Yes,  sir;  it  was  withdrawn,  and  the  term  of  the 
present  contract  was  extended. 

Mr.  Snapp.  By  whom  was  the  present  contract  extended? 

Mr.  Cochran.  By  the  Postmaster-General. 

Mr.  Snapp.  Until  the  1st  of  February,  1907? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  After  the  first  advertisement  was  withdrawn,  were  any 
further  changes  made  in  the  specifications? 

Mr.  Cochran.  There  was  one,  Mr.  Snapp,  made  at  the  suggestion 
of  the  American  Bank  Note  Company. 

Mr.  Snapp.  Can  you  say  now  what  the  change  was? 

Mr.  Cochran.  Under  the  specifications  as  originally  drawn,  there 
was  a  possibility  that  the  contract  might  be  divided;  and  they  ob- 
jected to  that,  and  I  thought  that  the  objection  was  sound,  and  it 
was  changed  so  as  to  meet  that. 

Mr.  Snapp.  The  change  made  then  was  such  as  would  make  the 
contract  go  to  one  bidder?  « 

Mr.  Cochran.  Go  to  one  bidder;  yes,  sir. 

Mr.  Snapp.  And  remove  the  danger  of  its  being  divided? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  That  was  all  the  change? 

American  Bank  Note  Company, 

Nevj  York,  September  It,  1906. 
The  Postmaster-General  op  the  United  States, 

W(uHngtnn,  Z).  C. 
Sir:  Referring  to  the  proposal  for  postage  stamps  and  books  of  stamps  for  the  Post- 
Office  Department  for  the  four  years  from  November  1,  1906,  to  October  31,  1910. 
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Presuming  that  it  is  the  intention  of  the  Department  to  have  a  fair  and  open  com 
petition  in  the  matter  of  furnishing  these  supplies,  we  beg  to  call  your  attention  to 
Bcversd  points  in  these  specifications  which  nullify  and  make  impossible  any  com- 
petition: 

First.  Under  these  specifications  the  bids  are  to  be  opened  on  the  20th  of  September, 
and  shortly  thereafter  the  award  to  be  made;  the  first  delivery  of  stamps  under  this 
contract  to  be  made  November  1,  1906.  This  leaves,  virtually,  one  month  in  which 
a  new  contractor  must  organize  his  force,  equip  his  plant,  and  actuaUy  commence  de- 
liveries of  all  of  these  supplies  as  required.  Accompanying  the  bid  must  be  a  certified 
check  for  $20,000.  If  the  contract  was  awarded  to  a  new  contractor  it  would  simply 
mean  that  he  would  have  to  forfeit  his  $20,000,  as  you  have  asked  the  impossible.  In 
other  years  the  bids  have  been  called  for  some  time  in  July,  and  plenty  of  time  has 
always  been  given  in  which  the  new  contractor  could  prepare  to  carry  out  his  duties. 

Second.  Item  1^  on  page  9  of  the  specifications,  and  Item  3,  on  page  10,  should  be 
consolidated.  It  is  not  fair  to  ask  anvone  to  bid  on  all  these  supplies,  making  them  go 
to  the  expense  which  they  necessarily  have  to  do  in  supplying  special  premises  and 
Quarters  tor  Governmental  employees,  and  then  award  them  only  the  manufactiu-e  ofl 
tne  special-delivery  stamps,  tne  postage-due  stamps,  and  the  mere  binding  of  the 
books  of  stamps,  in  order  to  properly  protect  himself  against  simply  getting  the  award 
of  item  3,  a  prospective  contractor  must  bid  very  high  on  this  item;  and  consequently 
the  advantage  of  competition  is  lost  to  the  Government. 

Item  2.  B,  C,  and  D,  on  page  9,  is  such  an  indefinite  quantity  as  to  render  it  impos- 
sible to  make  any  intelligent  bid. 

It  is  hardly  necessary  lor  us  to  point  out  to  you  that  this  scheme  of  surchaig:ing  the 
postage  stamps  with  the  name  of  the  local  post-offices  entails  such  an  enormous  amount 
of  detailed  work  as  to  render  it  almost  impracticable.  WTiile  not  questioning  the  judg- 
ment as  to  whether  stamps  surcharged  with  the  name  of  the  post-office  would  or  woula 
not  be  the  best  way  to  overcome  the  difficulty  which  confronts  the  Post-Office  Depart- 
ment, we  suggest  that  the  expense  and  trouble  entailed  in  the  sorting  and  keeping  of  a 
proper  stock  on  hand  for  these  innumerable  post-oflices  more  than  offeet  any  advantage 
which  might  accrue  from  the  plan;  and  while  entirely  out  of  our  province,  would 
respectfully  suggest  that  some  other  way  be  found  out  of  the  difficulty. 

These  three  mode^  or  manners  of  bidding — each  of  them  calling  for  a  different 
manner  of  execution,  and  which  may  be  awaraed  in  part  or  in  whole  to  the  successful 
bidder  or  bidders;  and  there  being  for  some  of  the  stamps  twenty  operations  and  for 
others  twenty-live  operations  between  the  awarding  of  the  contract  and  delivery 
of  the  stamps — make  it  impossible  for  the  bidder  to  know  how  to  make  up  a  reason- 
able estimate  of  his  cost  so  as  to  make  a  fair  tender  to  the  Department. 

To  sum  up — 

First,  and  absolutely  necessary:  In  order  that  any  tenders  may  be  received  by  the 
Department,  at  least  three  months'  time  must  be  given  from  the  date  of  signing  the 
contract  to  the  first  delivery  of  stamps;  and  item  3,  on  page  10,  must  be  consolioated 
with  item  1,  and  the  award  made  for  all  of  the  stamps,  or  none. 

Second,  if  it  is  determined  to  ask  for  an  estimate  on  the  cost  of  surcharging  the 
postage  stamps,  such  surcharging,  except  as  called  for  by  item  B,  of  article  2,  where 
the  name  of  the  post-office  is  en^aved  in  the  plate,  should  be  called  for  separately, 
and  refer  only  to  such  surcharging.  In  other  words,  all  the  postage  stamps  should 
be  printed  by  one  contractor,  and  either  surcharged  by  him  or  delivered  to  another 
contractor  to  be  surcharged;  but  a  prospective  contractor  should  not  be  called  upon 
to  imperil  his  position  by  being  compelled  to  add  to  that  which  he  can  estimate  on 
sometning  which  is  so  indefinite  as  to  cause  him  to  merely  make  a  guess  at  the  result. 

Again,  any  new  contract  must  start  at  least  with  the  same  designs  sis  those  now  in 
use,  and  this  point  should  be  made  clear — that  he  would  not  be  ^led  upon  to  com- 
mence his  contract  with  an  entirely  new  set  of  engravings,  the  prepartaion  of  which 
miabt  take  his  entire  three  months.  The  specifications  as  issued  in  1902  were  simple 
ana  comprehensive;  and  under  these  specifications  any  contractor  could  present  an 
intelligent  bid.  We  therefore  take  the  liberty  of  suggesting  that  this  form  of  pro- 
posal snould  be  followed  in  the  present  instance. 

If  these  specifications  (1906)  as  issued  have  to  be  followed,  there  can  be  no  com- 
petition for  the  reason  that  no  individual  or  corporation  could  comply  with  their 
requirements  in  the  limited  time  allowed  therefor.  We  therefore  request  that  we 
be  notified  in  a  sufficient  time  before  the  20th  as  to  the  intentions  of  the  Department. 

Warren  L.  Green. 
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Post-Office  Department, 
Third  Assistant  Postmaster-General, 

Washingtoh,  January  15,  1907. 
Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads,  * 

House  of  Representatives, 
Dear  Sir:  In  response  to  a  request  made  by  Representative  Snapp  yesterday,  I 
have  the  honor  to  transmit  herewith  copy  of  letter  from  Warren  L.  Green,  president 
of  the  American  Bank  Note  Company,  New  York.  N.  Y.,  dated  September  12,  1906, 
and  addressed  to  the  Postmaster-General,  in  which  he  requested  postponement  of 
the  date  for  receiving  proposals  for  the  manufacture  of  postage  stamps  and  books  of 
stamps,  and  also  made  certain  suggestions  for  amendment  of  tne  specifications. 
Very  respectfully, 

Edwin  C.  Madden, 
Third  Assistant  Postmaster-General. 

Mr.  Cochran.  I  think  there  was  a  slight  change  elsewhere,  Mr. 
Snapp,  but  that  was  the  only  thing  of  consequence.  I  could  furnish 
it  exactly;  but  that  is  the  one  that  made  an  impression  on  me  so  that 
I  recall  it  clearly. 

Mr.  Snapp.  And  thereupon  you  advertised  again  for  new  bids? 

Mr.  Cochran.  Thereupon  we  advertised  again  for  new  bids. 

Mr  Snapp.  Who  submitted  bids  under  that  second  advertisement? 

Mr.  Cochran.  The  Bureau  of  Engraving  and  Printing  and  the 
American  Bank  Note  Company. 

Mr.  Snapp.  Now,  you  say  the  Bureau  of  Engraving  and  Printing  sub- 
mitted a  bid  ? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  I  understand  that  that  is  a  bureau  of  the  Treasury 
Department. 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  Under  whose  name  was  this  bid  of  the  Bureau  of 
Engraving  and  Printing  submitt<5d  ? 

Mr.  Cochran.  Under  the  name  of  the  Director  of  the  Bureau. 

Mr.  Snapp.  That  is,  the.  bid',  the  proposal,  was  signed  by  the 
Director  of  the  Bureau  of  Engraving  and  Printing,  was  it  ? 

Mr.  Cochran.  That  is  my  recollection. 

Mr.  Snapp.  Did  you  receive  and  open  those  bids? 

Mr.  Cochran.  Yes,  sir;  at  least,  they  were  opened  in  my  presence 
by  a  committee  appointed  for  that  purpose.  I  received  them, 
however. 

Mr.  Snapp.  Who  appointed  the  committee  ? 

Mr.  Cochran.  The  rostmaster-General,  on  my  recommendation. 

Mr.  Snapp.  Is  it  customary  to  appoint  committees  to  pass  upon  pro- 
posals of  this  character? 

Mr.  Cochran.  Yes,  sir;  always. 

Mr.  Snapp.  Of  how  many  do  the  committees  consist  ? 

Mr.  Cochran.  Usually  tnree. 

Mr.  Snapp.  How  manj  did  this  committee  consist  of? 

Mr.  Cochran.  Three  in  this  instance. 

Mr.  Snapp.  Who  were  they? 

Mr.  Cochran.  Mr.  Joe  P.  Johnson,  post-office  inspector  in  charge; 
Mr.  W.  P.  Zantzinger,  in  charge  of  the  envelope  section  of  the  supply 
division;  and  Mr.  W.  C.  Fitch,  the  assistant  chief  of  the  stamp 
division. 
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Mr.  Snapp.  Then,  really,  the  extent  of  your  duties  in  connection 
with  this  and  similar  cases,  as  purchasing  agent,  was  to  make  the 
advertisement,  and  have  it  inserted  for  publication  in  the  proper 
wav,  and  receive  and  open  the  bids,  while  the  real  merits  of  the 
bids  and  proposals  are  passed  upon  by  a  committee  appointed  by 
the  Postmaster-Gteneral?     Is  that  it?     " 

Mr.  Cochran.  Yes,  sir-  that  is  always  the  case.  The  regulations 
provide,  however,  Mr.  Snapp,  that  the  report  of  the  committee 
shall  be  made  to  me  and.  to  the  Postmaster-General,  and  that  I 
shall  make  such  recommendations  to  the  Postmaster-General  thereon 
as  I  may  see  proper. 

Mr.  Snapp.  After  receiving  and  opening  the  bids,  did  you  pass 
upon  the  merits  of  the  proposals? 

Mr.  Cochran.  I  approved  the  report  of  the  committee,  and 
transmitted  it  to  the  rostmaster-General. 

Mr.  Snapp.  Then,  as  a  matter  of  fact,  you  did  not  exercise  yoiu- 
judgment  at  all  in  passing  upon  these  proposals,  but  merely,  you 
might  say,  ''O.  K'd'*  the  report  of  the  committee,  and  submitted 
it  to  the  Postmaster-General? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  It  appears  from  the  report  of  the  Postmaster-General 
that  it  was  recommended  by  two  of  this  committee  that  the  proposal 
of  the  American  Bank  Note  Company  for  supplying  postage  stamps 
and  books  of  stamps  of  the  same  "designs  and  denominations  as 
those  now  being  manufactured  and  supplied  to  the  Post-Office 
Department  by  the  Bureau  of  Engraving  and  Printing  be  accepted, 
while  the  third  member  recommended  that  the  contract  be  awarded 
to  the  Bureau  of  Engraving  and  Printing.  Did  this  committee 
make  that  report  to  you  ? 

Mr.  Cochran.  Yes,  sir. 

Mr.  Snapp.  Or  to  the  Postmaster-General? 

Mr.  Cochran.  Under  the  regulations  they  are  required  to  make 
it  to  both  of  us.     They  did  make  it  to  me. 

Mr.  Snapp.  Do  you  mean  that  they  made  one  to  you  and  a  dupli- 
cate to  the  Postmaster-General? 

Mr.  Cochran.  Well,  the  original,  I  think,  is  for  the  Postmaster- 
General,  and  the  duplicate  for  me. 

Mr.  Snapp.  Was  it  in  writing? 

Mr.  Cochran.  It  was  in  writing. 

Mr.  Snapp.  Have  you  it  with  you? 

Mr.  Cochran.  No,  sir. 

Mr.  Snapp.  Will  you  supply  a  copy  for  insertion  in  the  record? 

Mr.  Cochran.  I  will  if  the  Postmaster-General  will  permit  me.  I 
presume,  he  will. 

Mr.  Snapp.  Is  it  on  file  in  your  office? 

Mr.  Cochran.  Yes,  sir;  it  is  in  my  office. 

Mr.  Snapp.  Mr.  Chairman,  I  have  asked  Mr.  Cochran  to  supply  for 
the  record  a  copy  of  the  report  of  the  committee  that  reportea  to  him 
upon  the  proposals  for  the  printing  of  stamps. 

The  Chairman.  You  have  that  information  at  the  office? 

Mr.  Cochran.  I  have  that  information. 
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The  CiiAiBMAN.  Then  will  you  be  kind  enough  to  transmit  it  by- 
letter  to  the  committee? 

Mr.  Cochran.  I  will,  if  the  committee  so  directs. 

Mr.  Snapp.  In  connection  with  this  contract,  did  this  committee 
make  to  you  or  the  Postmaster-General  any  other  report?  Did  they 
make  more  than  one  report  ? 

Mr.  Cochran.  There  was  a  minority  report,  Mr.  Snapp — a  dissent- 
ins  report. 

Air.  Snapp.  The  Postmaster-Generars  report  says  that  two  recom- 
mended that  the  proposal  of  the  American  Bank  Note  Company  be 
accepted,  while  the  third  member  recommended  that  the  contract  be 
awarded  to  the  Bureau  of  Engraving  and  Printing.  Do  you  mean 
that  that  is  the  only  report  that  this  committee  made  ? 

Mr.  Cochran.  If  you  will  just  let  me  give  you  the  history  of  that 
case,  Mr.  Snapp,  I  think  I  can  perhaps  get  at  it  in  a  little  better  way. 

Mr.  Snapp.  I  will  be  very  glad  to  nave  you  do  so.  That  is  what  I 
want. 

Mr.  Cochran.  I  furnished  you  a  copy  of  the  specifications. 

Mr.  Snapp.  Yes. 

Mr.  Cochran.  Have  vou  that  within  reach  ? 

(Mr.  Snapp  produced  the  copy  of  the  specifications  above  referred 
to.) 

Mr.  Cochran.  You  will  notice  that  the  advertisement  and  speci- 
fication calls  for  bids  to  be  rendered  in  two  forms,  for  two  different 
classes  of  work.  That  is,  there  is  bid  1 ,  asking  for  the  printing  and 
engraving  of  stamps  as  at  present.  There  is  also  bid  2,  asking  for 
prices  on  printing  stamps  from  special  plates  for  the  26  largest 
post-oflSces,  with  the  names  of  the  offices  engraved  in  the  plates. 
Another  part  of  the  l)id  asks  for  figures  on  over-printing  on  the 
remaining  Presidential  offices,  approximately  six  tnousana  (5,900, 
I  believe  it  is),  the  names  of  those  offices  from  electrotype  plates. 

The  entire  committee  recommended  that  the  proposal  of  the 
American  Bank  Note  Company  on  bid  2  be  acceptea.  The^  agreed 
on  that.  But  then,  in  the  same  report,  they  said  that  if  it  should 
be  decided  that  it  was  not  for  the  interest  of  the  service  to  have  this 
change  made  in  the  printing  of  stamps,  then  two  of  the  committee 
recommended  that  tne  bid  of  the  American  Bank  Note  Company 
under  bid  1  be  accepted;  and  that  was  where  the  dissent  came  iii. 
The  third  member  of  that  committee  recommended  that  it  go  to 
the  Bureau. 

Mr.  Snapp.  After  the  report  of  the  committee,  what  was  done  by 
the  officers  of  the  Post-Office  Department  in  determining  whicn 
bid  should  be  accepted  ?  I  understand  you  to  say  that  you  did  not 
decide  it.     Who  did  decide  what  bid  should  be  accepted? 

Mr.  Cochran.  The  Postmaster-General. 

Mr.  Snapp.  Did  you  have  any  part  in  that? 

Mr.  Cochran,  ^es,  sir;  somewnat. 

Mr.  Snapp.  Who  else  took  part  in  that? 

ilr.  Cochran.  The  Postmaster-General  called  a  conference  of  the 
officers  of  the  Department  to  discuss  the  matter. 

Mr.  Snapp.  And  at  that  conference  it  was  decided  to  accept  one 
of  the  bids  of  the  Bureau  of  Engraving  and  Printing? 
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Mr.  Cochran.  It  was  not  decided  at  that  time.  The  decbion  of 
the  Postmpster-General  was  made  after  that. 

Mr.  Snapp.  After  the  conference? 

Mr.  Cochran.  Yes,  although  it  was  rather  plainly  indicated 
what  the  decision  would  be;  but  it  was  not  made  then. 

Mr.  Snapp.  Do  you  know  whether  a  contract  has  been  entered! 
into  with  the  Bureau  of  Engraving  and  Printing? 

Mr.  Cochran.  YeSj  sir. 

Mr.  Snapp.  Which  bid  of  the  Bureau  of  Engraving  and  Printing 
was  finally  accepted  ? 

Mr.  Cochran.  Bid  1,  for  the  printing  of  stamps  as  at  present. 

Mr.  Snapp.  Then  there  is  no  contract  with  the  Bureau  for  the 
printing  of  stamps  as  contemplated  by  their  second  bid? 

Mr.  Cochran.  No,  sir. 

Mr.  Snapp.  Is  the  committee  to  understand  from  that  that  the 
plan  of  printing  stamps  as  contemplated  in  bid  2 — that  is,  issuing 
stamps  which  should  bear  the  name  of  the  office  at  which  they  are 
sold — ^has  been  abandoned? 

Mr.  Cochran.  Yes,  sir;  at  least  temporarily. 

Mr.  Snapp.  Was  any  investigation  made  that  you  know  of,  by 
anybody  connected  with  the  rost-Office  Department,  to  ascertaiia 
whether  the  acceptance  of  this  bid  was  a  violation  of  that  clause  of 
the  last  appropriation  act  for  the  fiscal  year  ending  June  30,  1907^ 
reading  as  follows: 

That  no  contract  for  the  manufacture  of  adhesive  postage  stamps,  special-delivery 
stamps,  or  books  of  stamps  shall  be  made  by  the  Government  with  any  Department 
or  Bureau  of  the  Government  below  the  cost  of  such  work  to  the  Government. 

Mr.  Cochran.  The  entire  matter  was  submitted  to  the  Assistant 
Attorney-General  for  the  Post-Office  Department  for  his  opinion. 

Mr.  Snapp.  Who  submitted  it  to  him? 

Mr.  Cochran.  The  Postmaster-General. 

Mr.  Snapp.  Did  the  Assistant  Attomey-Greneral  give  the  Post- 
master-General any  opinion  on  this  that  you  know  of? 

Mr.  Cochran.  Ifes,  sir;  he  did  give  liim  an  opinion, 

Mr.  Snapp.  Did  that  reach  your  office? 

Mr.  Cochran.  I  think  I  have  a  copy  of  it. 

Mr.  Snapp.  Can  you  say,  briefly,  what  the  opinion  was? 

Mr.  Cochran.  It  was  airected  mainly  not  to  that  section  of  the 
statute  but  to  another.  In  the  second  paragraph  of  the  act  of  April 
28,  1904,  creating  the  office  of  purchasing  agent,  is  this  language — 

The  purchasing;  agent,  in  making  purchases  of  supplies  necessary  for  the  Post-Oflfice 
Department,  shall  swivertise  as  now  provided  by  law,  and  award  contract*  for  such 
supplies  to  the  lowest  responsible  bidder  in  pursuance  of  existing  law. 

And  it  was  at  my  suggestion,  when  I  found  that  the  Postmaster- 
General  was  considering  tlie  advisability  of  not  awarding  this  con- 
tract to  the  lowest  bidder,  that  it  was  directed  that  the  opmion  of  the 
Assistant  Attorney-General  be  gotten  on  that  clause,  as  to  what  effect 
it  would  have  with  reference  to  giving  it  to  the  bidder  who  was  not 
the  lowest  bidder. 

The  Chairman.  Was  there  any  suggestion  for  any  opinion  with 
reference  to  the  provision  in  the  current  law  which  Mr.  Snapp  read 
to  you,  or  was  it  given, any  consideration  at  all? 
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Mr.  Cochran.  I  considered  that  it  made  it  necessary  for  me  to 
advertise  and  invite  bids,  and  I  did.  When  the  bids  were  received, 
and  they  were  acted  on,  I  supposed  that  that  part  of  the  law  had 
been  complied  with;  that  there  nad  been  competition. 

The  Chaibman.  I  ask  if  you  know  whether  any  opinion  of  the 
Assistant  Attorney-General  for  the  Post-Office  Department  or  of 
anybody  else  was  soUcited  with  respect  to  the  operation  of  the  stat- 
ute which  Mr.  Snapp  read  ? 

Mr.  CocHBAK.  1  do  not  think  so;  at  least,  I  do  not  recall  it. 

The  Chairman.  As  far  as  you  know,  no  attention  was  paid  to 
that  statute? 

Mr.  CocHBAN.  I  tried  to  pay  attention  to  it  by  making  the  adver- 
tisement and  soliciting  bids. 

The  Chaibman.  Well,  this  provision  that  Mr.  Snapp  read 

Mr.  CocHBAN.  You  mean  aoout  being  below  the  cost? 

Mr.  Snapp.  Prohibiting  the  entering  mto  contracts  below  the  cost 
of  such  work  to  the  Government. 

Mr.  Cochran.  Yes;  that  was  given  attention  in  this  way:  Mr. 
SuUivan,  the  Director,  certified  in  his  bid  and  as  a  part  of  his  bid 
that  it  was  not  below  the  cost  of  production. 

The  Chairman.  Who  is  the  gentleman  whose  name  you  have  just 
given? 

Mr.  CocHBAN.  He  is  the  Director  of  the  Bureau  of  Engraving  and 
Printing. 

Mr.  Snapp.  Will  you  furnish  to  the  committee,  for  the  record,  a 
copy  of  this  opinion  by  the  Assistant  Attorney-General;  also  a  copy 
of  the  bids  by  the  American  Bank  Note  Company  and  by  the  Bureau 
of  Engraving  and  Printing,  together  with  the  present  contract  price 
with  the  Bureau  of  Engraving  and  Printing? 

Mr.  CocHBAN.  Yes,  sir.  I  have  the  prices  bid  by  the  American 
Bank  Note  Company  and  the  Bureau  of  Engraving  and  Printing  and 
also  the  present  prices  here,  and  submit  them;  and  I  will  send  you  a 
copy  of  the  opimon  asked  for. 

Mr,  Snapp.  Also  the  statement  of  Mr.  Sullivan,  the  Director  of  the 
Bureau  of  Engraving  and  Printing,  that  you  have  spoken  of,  that  the 
bids  were  notielow  the  cost  of  production  to  the  Government. 

Mr.  Cochban.  Do  you  want  a  copy  of  that? 

Mr.  Snapp.  A  copy  of  that,  also. 

P  O  A  B— 07 21 
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(The  papers  above  referred  to,  which  were  produced  by  Mr.  Cochran 
at  this  session,  are  as  follows;  it  being  understood  that  the  other 
papers  asked  for  will  be  supplied  later) : 


[Price  per  thousand.] 


Description  of  bid. 


(a)  Ordinary  postage  stamps! 

for  stamp  books) ,  for  all 

(6)  Special  delivery  stamps,  1 


Bid  I. 

of  all  denominations  (including  stamps 

, 1  post-offices,  to  be  printed  as  at  present. 

(6)  Special  delivery  stamps,  for  all  post-offices,  to  be  printed  as  at 
present 

(c)  Postage-due  stamps,  for  all  post-offices,  to  be  printed  as  at 

present 

(d)  Books  of  stamps  (price  to  be  exclusive  of  the  postage  stamps  con- 

tained therem) : 

12-stamp  size 

24-stamp  size 

48-stamp  size 


Bid  JI. 

(t)  Ordinary  postage  stamps  of  the  1-cent  and  2-<»ent  denominations 
(inoluding  stamps  for  stamp  books),  for  the  26  largest  post- 
offices,  to  be  pnnted  from  special  plates  bearing  the  names  of 
these  offices,  respectively,  incJuding  the  abbreviated  names  of 
the  States  in  which  they  are  located  cut  in  the  dies  as  part  of  the 
stamp  design 

(b)  Ordinary  postage  stamps  of  other  denominations  than  the  1-cent 
and  2-cent,  for  the  26  largest  post-offices,  and  ordinary  postage 
stamps  of  all  denominations  (excluding  stamps  for  stamp 
books)  for  the  remaining  post-offices  of  the  Presidential  class,  m 
round  numbers  about  5,900  offices,  such  stamps  to  be  over- 
printed from  electrotype  plates  across  the  face  with  the  names 
of  these  post-offices,  respectively,  and  the  abbreviated  names 

of  the  States  in  which  they  are  located 

Ordinary  postage  stamps  of  all  denominations  (including  stamps 


(c) 


for  stamp  books),  for  post-offices  of  the  fourth  class,  and 
I  for  "         ^     .   -         .  ^       .-  ^.  .        -  — > 


stamps  for  stamp  booksf  or  all  Presidential  post-offices,  ex- 
cept the  26  largest,  to  be  printed  as  at  present 

(d)  Special-delivery  stamps,  for  all  post-offices,  to  be  printed  as  at 

present 

(e)  Postage-due  stamps  for  all  post-offices,  to  l)e  printed  as  at 

present 

(/)    Books  of  stamps  (price  to  be  exclusive  of  the  postage  stamps  con- 
tained therein): 

12-stamp  size 

24-stamp  size 

48-stamp  size. 


Bid  of         Bid  of 
American '  Bureau  of 
Bank      Ensniving 
Note      and  Print- 
Company,       ing. 


I 


.055 
.10 


.055 


2.00 
2.50 
3.50 


Present 
prices. 


10.057 

la  05742 

.156 

.15505 

.078 

.ons6 

2.49 
3.24 
4.11 

2.8242 
3.4520 
4.4603 

.a''i9 

.075       No  bid. 


.057  I 
.156  I 


.078 


2.49 
3.24 
4.11 


Post-Ofpicb  Department, 
Office  of  the  Postmaster-General. 

Washington,  D.  C,  January  15,  1907. 
Hon.  Jesse  Overstreet, 

Chairman  Comviittee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 
Sir:  In  compliance  with  your  request,  through  the  purchasing  acent,  for  certain 
papers  relating  to  the  postage-stamp  contract,  I  transmit  herewiti  copies  of  the 
following  documents: 

1.  Letter  of  Thomas  J.  Sullivan,  Director  of  the  Bureau  of  Engraving  and  Printing, 
which  accompanied  the  bid  of  the  Bureau  for  printing  postage  stamps  and  books 
of  stamps  under  advertisement  of  September  28,  1906. 

2.  Copy  of  report  of  committee  appointed  under  Order  No.  1321  to  open  and  con- 
sider bids. 

3.  Copy  of  opinion  of  the  Assistant  Attorney-General  for  the  Poet-Office  Department, 
dated  November  17,  1906. 

4.  Copy  of  memorandum  of  the  Postmaster-General,  dated  November  22, 1906. 
Ver 


/ery  respectfully, 


Geo.  B.  Cortelyou, 

Postmaster-Otnercd. 
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Treasury  Department, 
Bureau  of  Engraving  and  Printing, 

October  25,  1906. 
The  Postmaster-General,  i 

Washington,  D.  C.  ! 

Sir:  Pursuant  to  yoiu*  advertisement  of  September  28,  1906,  I  have  the  honor  to 
submit  the  accompanying  proposal  for  fumishii^  postage  stamps  and  books  of  stamps 
to  your  Department  for  the  four  years  from  February  1,  1907,  to  January  31,  1911. 
Under  this  proposal  the  stamps  will  be  furnished  substantially  in  accordance  with 
present  mctnoas  under  the  agreement  between  the  Postmaster-General,  dated  the 
olst  day  of  October,  1902,  and  in  compliance  with  the  specifications  of  your  adver- 
tisement so  far  as  they  are  applicable  to  this  Bureau.  The  rates  proposed  are  not 
below  the  cost  of  the  work  to  the  Government  in  this  Bureau.  No  rate  is  proposed 
for  item  (6)  under  Bid  IT  for  overprinting  from  electrotype  plates  across  the  face  of 
stamps  the  names  of  post-offices,  for  the  reason  that  this  Bureau  has  not  the  8X>ace 
available  to  accommodate  the  presses  and  electrotypes  necessary  to  the  execution 
of  this  work,  nor  could  it  obtain  the  necessary  space  tor  such  purposes  within  a  reason- 
able time. 

Respectfully,  Thos.  J.  Sullivan,  Director. 


October  27, 1906. 
Hon.  George  B.  Cortelyou, 

Postmaster-General, 
Sir:  The  undersigned  committee,  appointed  by  your  order  No.  1321,  dated  October 
23,  1906,  to  open  and  examine  proposals  for  furnishing  postage  stamps  and  books  of 
stamps  for  the  four  years  from  February  1,  1907,  to  January  31,  1911,  under  adver- 
tisement dated  September  28,  1906,  and  to  make  recommendations  regarding  the 
award  of  contract  for  such  supplies,  has  the  honor  to  repc^rt  that  it  met  in  the  office 
of  the  purchasing  agent  on  October  25,  1906,  at  2  p.  m.,  and  after  receiving  all  pro- 
posals from  the  purchasing  agent  proceeded  to  open.  read,  and  record  tnem,  the 
same  being  two  in  number.  The  proposals  received  were  as  follows,  the  figures  being 
the  price  per  1,000: 


Bid  I. 

(a)  Ordinary  postage  at&ziips  of  all  denominat  ions  (including  stamps  for  stamp 

books),  for  all  post-offices,  to  be  printed  as  at  present 

(6)  Special-deliyery  stamps,  for  all  post-offices,  to  be  printed  as  at  present 

(c)  Postage-due  stamps,  for  all  post-offices,  to  be  printed  as  at  present 

(d)  Books  of  stamps  (price  to  be  exclusive  of  the  postage  stamps  contained 

therein) : 

12-stamp  size 

24-8tamp  sixe 

48-stampsize 

Bm  II. 

(a)  Ordinary  postage  stamps  of  the  1-cent  and  2K!ent  denominations  (including 
stamps  for  stamp  books), for  the  26  largest  post-offices,  to  be  printed 
from  special  plates  bearing  the  names  of  these  offices,  resix^ctively,  in- 
cluding the  abbreviated  names  of  che  States  in  which  they  are  located, 
cut  in  the  dies  as  part  of  the  stamp  design 

(6)  Ordinary  postage  scamps  of  other  aenommations  than  the  1-cent  and  2- 
oent ,  f  or  the  26  largest  post-offices,  and  ordinary  stamps  of  all  denomina- 
tions (excluding  stamps  for  stamp  books)  for  the  remaining  post-offices 
of  the  Presidential  class,  in  round  numbers  about  5,900  offices,  such 
stamps  to  be  overprinted  from  electrotype  plates  across  the  face  with 
the  names  of  these  post-offices,  respectivcQy,  and  the  abbreviated  names 
of  the  States  in  which  they  are  located 

(c)  Ordinary  postage  stamps  of  all  denominations  (including  stamps  for  stamp 

books), for  post-offices  of  the  fourth  class,  and  stamps  for  stamp  books 
for  all  Presidential  post-offioes,  except  the  26  largest,  to  be  printed  aa  at 
present 

(d)  Special-delivery  stamps,  for  all  post-offices,  to  be  printed  aa  at  present 

(ej  Postage-due  stamps,  lor  all  post-offices,  to  be  printed  as  at  present 

(/)  Books  of  stamps  (price  to  be  exclusive  of  the  postage  stamps  contained 

therein) : 

12-8tamp  size 

34-stampsize 

48-stampslce 


Proposal 
of  Ameri- 
can Bank 
Note  Co. 


$0,055 
.10 
.056 


Proposal 
of  Bureau 

of  Engrav- 
ing and 

'  Printing. 


10.057 
.156 
.078 


2.00 
2.50 
3.50 


.075 


.055 
.10 
.055 


2.00 
2.60 
3.60 


2.49 
3.24 
4.11 


.059 


No  bid. 


.057 
.156 
.078 


2.49 
3.24 
4.11 
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For  the  estimated  quantities  required  for  the  four  Y^arB,  these j;>roposal8  produce  the 
following  results  under  ''Bid  I''  for  Btami)e  for  all  onices,  to  be  printed  as  at  present: 


(a)  Ordinarv  postage  stamps. 
(>)  Special-delivery  stamps. . . 

(e)  Postage-due  stamps 

(a)  Books  of  stamDs: 

12-stamp  size 

24-stamp  size 

48-«tamp  sise 


American 
Bank  Note  Co.  I 


$1,722,941.00  ! 

8,673.50  I 

106,886.00 
36,630.00  I 
17,685.50 


Bureau  of 

Enmving 

and  Printing. 


Sl,785, 593.40 
10,077.00 

i2,aoaoo 

135.563.07 
47,472.48 
20,767.83 


Total... :      1,901,276.00 


2,011,774.96 


The  Bureau  of  Engraving  and  Printing  failed  to  bid  on  item  b  under  ''Bid  11/' 
which  was  for  ordinary  postac^e  stamps  oi  other  denominations  than  the  1-cent  and 
2-cent  for  the  26  largest  post-offices,  and  ordinary  postage  stamps  of  all  denominations 
(excluding  stamps  for  stamp  books)  for  the  remaining  Presidential  offices,  to  be  over- 
printed with  the  names  of  such  post-offices.  Eliminating  this  item,  the  comparison 
oetween  the  bids  for  the  remaining  items  under '  'Bid  II,''  for  the  estimated  quantities 
required  for  four  years,  are  as  follows: 


American 
Bank  Note  Co. 


Bureau  of 

Enn^ying 

and  Printing. 


(a)  Ordinary  stamps  from  special  plates  for  26  largest  offices 

(e)  Ordinary  stamps  for  offices  of  fourth  class  andfor  stamp  books. . . 

id)  Special-delivery  stamps 

le)  Postage-due  stamps 

(/)  Books  of  stamps: 

I2-stamp  size , 

24-stamp  size i 

4S-8tamp  size 

Total 1^90,010.90  | 

Add  amount  of  item  b,  overprinted  stamps '     1)  019, 490. 00  I . 


9720,377.40  ' 

292,198.50 

6,460.00 

8,673.50 

108,886.00 
36,630.00 
17,685.50 


8732,797.70 

302,823.90 

10,077.60 

12,300.60 

135,568.07 
47.472.48 
20,767.83 


1.251,803.18 


Total i      2,210,400.90 


From  the  foregoing  it  appears  that  the  special  and  overprinted  stamps  for  Presidential 
offices  would  increase  the  cost,  as  compared  with  the  proposal  of  the  American  Bank 
Note  Company  for  stamps  printed  as  at  present,  in  the  sum  of  $309,124.90  during  the 
four  years  of  the  contract  term,  or  an  average  of  $77,281.22  per  annum.  As  compared 
with  the  proposal  of  the  Bureau  of  Engraving  and  Printing  for  stamps  printed  as  at 
present,  the  special  and  overprinted  stamps  would  increase  the  cost  $198,625.92  during 
the  four  years  of  the  contract  term,  or  $49,656.48  per  annum. 

In  your  last  annual  report  you  discussed  at  some  length  the  report  of  the  commission 
which  recommended  that  alternative  bids  be  solicited  at  this  time  and  that  surcharged 
or  overprinted  stamps,  or  stamps  printed  from  special  plates  for  Presidential  post-offices, 
be  adopted  if  reasonable  bids  were  secured .    Tne  following  is  from  your  report: 

*  'In  their  inouiry  it  developed  that  during  the  eight  years  ended  March  31, 1905,  the 
receipts  of  131  Presidential  offices  have  been  inflated  in  amounts  sufficient  to  increase 
the  salaries  of  the  postmasters  in  sums  varyine  from  $100  to  $1,000  a  year.  Some  cases 
ran  several  years  before  detection,  so  that  while  but  131  offices  were  affected  the  total 
number  of  salaries  thus  increased  was  295,  the  increase  amounting  to  $59,200,  which  the 
postmasters  were  required  to  refund.  The  total  irregular  sales  amounted  to  $1,109,428. 
The  practice  was  at  its  worst  during  the  four  quarters  ended  March  31,  1904,  when  62 
offices  were  involved,  the  irregular  sales  thereat  amounting  to  $250,135  and  the 
increased  salaries  which  would  have  resulted  therefrom  amounting  to  $11,800.  The 
average  increase  in  receipts  for  the  entire  eight  years  required  to  increase  salaries  $100 
each  was  $1,991  and  for  the  last  year  $2,163.  As  it  is  estimated  that  for  every  $100  addi- 
tional salary  allowed  postmasters  on  account  of  irregular  sales  $1,000  additional  expense 
for  clerks,  rent,  fuel,  light,  miscellaneous,  and  free-delivery  service  is  involved,  the 
Government  would  have  been  mulcted  during  the  eight  years  in  the  sum  of  $651,200 
had  not  the  frauds  been  detected." 

It  is  believed  that  there  are  many  cases  of  inflation  of  sales  undetected  which  would 
be  prevented  or  speedily  called  to  the  attention  of  the  Department  if  special  stamps 


POST-OFFICE  APPBOPBIATION   BILL.  326 

were  provided  for  each  Presidential  poet-office.  The  use  of  stamps  as  currency  would 
also  be  discouraged,  and  it  would  reduce  to  the  minimum  the  temptation  to  burglarize 
Presidential  offices.  The  sum  saved  during  eight  years  by  reason  of  the  discovery  of 
the  frauds  mentioned  in  the  paragraph  quoted  averaged  $81,400  per  annum,  which  is 
over  $4,000  more  than  the  additional  cost  per  annum  under  the  bids  under  discussion 
for  special  and  overprinted  stamps. 

An  inquiry  at  Chicago  in  1903  through  thirty-five  business  houses  developed  the  fact 
that  $1,300,000  in  stamp  remittances  was  received  by  them  in  the  twelve  months  of 
1902,  from  which  it  was  calculated  that  on  an  average  $2,000,000  worth  of  stamps  are 
received  each  year  in  Chicago  as  remittances.  If  half  of  that  sum  is  credited  as  sales 
to  smaller  Presidential  offices,  the  cost  to  the  Government  in  salaries  and  allowances 
based  thereon  would  be  more  than  the  added  cost  of  special  and  overprinted  stamps. 
We  are  confident  the  adoption  of  such  stamps  would  result  annually  m  saving  to  the 
revenues  a  sura  largely  in  excess  of  the  expense  involved.  We  therefore  unanimously 
recommend  that  the  proposal  of  the  American  Bank  Note  Company,  of  New  York, 
under  "Bid  II,"  which  includes  ordinary  stamps  of  the  1-cent  and  2-cent  denomina- 
tions (including  stamps  for  stamp  books)  fpr  the  twenty-six  largest  post-offices  to  be 
printed  from  special  plates  bearing  the  names  of  the  offices  as  a  part  of  the  stamp  design, 
and  the  overprinting  of  ordinsiry  stamps  of  other  denominations  for  such  offices  and  all 
ordinary  stamps  for  tne  remaining  Presidential  post-offices,  be  accepted. 

While  unanimous  in  the  forcing  recommendation,  we  have  deemed  it  proper  to 
consider  the  proposals  under  **Bid  r*  for  stamps  printed  as  at  present  for  your  infor- 
mation in  the  event  you  do  not  approve  our  first  recommendation. 

The  proposal  of  the  American  Bank  Note  Company  for  the  estimated  Quantity  for 
the  contract  term  of  four  years  is  $110,498.98  less  than  that  of  the  Bureau  ot  Engraving 
and  Printing,  or  $27,624.74  per  annum.  The  expense  to  the  Post-Office  Deptutment 
at  the  present  time  for  supervision  of  the  printing  of  stamps  at  the  Bureau  of  ffngraving 
and  Printing  is  $1,400,  that  being  the  salary  of  the  clerk  detailed  to  supervise  the  filling 
of  requisitions.  In  1894,  the  last  year  that  stamps  were  furnished  by  a  private  con- 
tractor away  from  the  seat  of  government,  the  appropriation  for  the  stamp  agent,  his 
clerical  force  and  expenses,  was  $12,000.  We  are  inclined  to  think  the  appropriation 
of  a  like  sum  would  now  be  necessary  to  supervise  the  work  if  the  contract  went  to  the 
American  Bank  Note  Company.  Deducting  from  $12,000  the  $1,400  expense  for  the 
clerk  at  the  Bureau  of  Engraving  and  Printing,  leaves  $10,600  as  the  added  expense 
to  the  Grovemment,  which  would  reduce  the  amount  saved  by  accepting  the  lowest  bid 
to  $17,024.74  per  annum. 

The  stamps  have  been  printed  at  the  Bureau  of  Engraving  and  Printing  for  twelve 
years  and  we  are  advisea  that  the  printing  plant  installea  for  this  special  purpose 
represents  an  investment  of  apnroximately  $150,000,  which  would  be  rendered  useless 
if  the  work  was  taken  away.  It  is  said  that  392  people  are  employed  in  this  work,  but 
we  have  information  that  all  of  that  number  are  not  employed  exclusively  in  the  stamp 
department.  The  Director  thinks  he  could  eventually  find  work  in  other  branches  of 
the  Bureau  for  this  force,  but  many  would  have  to  be  furloughed  for  a  time  and  would 
suffer  a  loss. 

While  realizing  the  advantage  of  having  the  work  done  under  the  immediate  super- 
vision of  the  Department  officials  and  the  force  of  the  ar]g[ument  in  favor  of  the  Govern- 
ment printing  not  only  the  currency  but  all  Government  issues  the  equivalent  of  money, 
a  majority  of  your  committee  are  of  the  opinion  that  they  would  not  be  warranted  in 
disregarding  a  bid  made  in  ^ood  faith  which  is  as  much  lower  as  in  this  instance,  and 
they  therefore  recommend,  in  the  event  you  conclude  that  the  stamp  shall  continue 
to  be  printed  as  at  present  that  the  proposal  of  the  American  Bank  Note  Company 
under  "Bid  I"  be  accepted.  Mr.  Fitch  does  not  concur  in  this  recommendation  ana 
will  attach  a  minority  report  hereto. 

Very  respectfuUv,  Joe  P.  Johnston, 

W\  E.  Fitch, 
W.  P.  Zantzinoer, 

CornmitUe. 

Approved,  October  27,  1906. 

W.  E.  Cochran, 

Ptirchanng  Agent. 


October  27,  1906. 
The  Postmaster-General. 

Sir:  Wliile  concurring  in  the  recommendation  of  Mr.  Johnston  and  Mr.  Zantzinger 
that  the  postage  stamp  contract  be  awarded  the  American  Bank  Note  Company  under 
its  Bid  tl,  I  dissent  from  the  alternative  recommendation  that  if  the  Postmaster- 
General  concludes  not  to  issue  stamps  bearing  the  names  of  postoffices  as  contemplated 
by  Bid  II  the  contract  be  awarded  tne  American  Bank  Note  Company  under  its  Bid  I. 
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I  believe  the  net  difference  of  $17,000  a  year  in  favor  of  the  American  Bank  Note 
Company  is  not  suf!icient  to  warrant  the  taking  of  this  work  away  from  the  Government 
bureau.  Postage  stamps  are  the  equivalent  of  money;  they  are  readily  negotiable, 
and,  in  fact,  are  defined  by  law  (Sec.  5413,  Rev.  Stat.  U.  S.)  to  be  "securities  of  the 
United  States."  As  a  matter  of  general  policy  all  "securities  of  the  United  States.'- 
should  be  made  by  the  Government  itself,  and  this  is  quite  as  important  for  postage 
stamps  as  for  currency,  Government  bonds,  and  internal-revenue  stamps. 

I  have  concurred  in  the  recommendation  to  award  the  contract  to  a  private  concern 
under  Bid  II  only  because  the  Bureau  of  Engraving  and  Printing  failed  to  submit  a 
proposal  for  the  overprinting  of  stamps,  and  because  I  am  familiar  with  the  important 
objects  sought  from  such  overprinting  through  having  served  on  the  committee 
appointed  by  the  Postmaster-General  which  recommended  it.  The  chief  aim  of  Gov- 
ernment manufacture  is  excellence  of  execution  and  the  most  perfect  security  against 
error  and  loss.  These  features  can  be  developed  in  the  highest  degree  without  the 
necessity  of  considering  the  effect  on  profits,  as  a  private  contractor  must  do.  Absolute 
acciuracy  in  the  issue  of  stamps  is  of  great  importance,  and  in  this  respect,  as  well  as  in 
qualitjr  of  the  product,  the  Department's  experience  with  the  Bureau  of  EngraAong 
and  Printing  has  been  decidedly  more  satisfactory  than,  for  example,  with  the  private 
contractors  ifor  postal  cards  and  stamped  envelopes. 

A  saving  of  $17,000  a  year  is  insignificant  compared  with  these  matters;  it  amounts 
to  about  3.5  per  cent  on  the  total  estimated  expenditure,  and  the  advantages  of  Gov- 
ernment manufacture  certainly  seem  well  worth  so  small  a  premium. 

The  sacrifice  of  the  Bureau's  postage-stamp  plant,  whicn  cost  about  $150,000,  is 
another  argument  against  making  a  change  for  the  purpose  of  saving  $17,000  in  the 
yearly  expenditure.  Loss  of  plant  would  not  be  considered  in  favor  of  a  private  con- 
tractor under  such  circumstances,  but  it  is  obviously  a  very  different  matter  where 
the  old  contractor  is  a  Government  bureau,  and  should  be  taken  into  account  as  tending 
to  ofifset  a  lower  bid. 

The  Director  of  the  Bureau  of  Engraving  and  Printing  told  us  that  if  the  contract 
were  taken  away  his  postage-stamp  equipment  would  be  dismantled  and  the  space 
devoted  to  the  other  work  of  the  Bureau,  which  requires  increased  facilities.  In  that 
event,  he  suggested,  the  Bureau  could  not  again  become  a  competitor  for  the  stamp 
contract,  andif  the  American  Bank  Note  Company's  plant  remained  the  only  one  in 
the  country  equipped  to  hiuidle  the  work,  the  absence  of  possible  competition  would 
enable  the  company  to  greatly  increase  its  price  for  subsequent  contracts.  Eventually 
this  might  put  the  Government  to  heavy  loss  for  its  stamps. 

The  reasons  for  continuing  the  Bureau  of  Engraving  and  Printing  as  postage-stamp 
contractors  seem  to  me  of  very  great  importance,  while  the  only  argument  in  favor  of 
the  American  Bank  Note  Company  is  its  slightly  lower  proposal.  I  have  the  honor, 
therefore,  to  recommend  that  it  the  issue  of  stamps  bearing  tne  names  of  post-offices  is 
not  decided  upon,  the  contract  be  awarded  to  the  Bureau  of  Engraving  and  Printing 
under  its  Bid  I,  as  authorized  by  act  of  Congress  approved  April  21, 1902  (p.  117,  part  1, 
volume  32,  Stat.  L.,  U.  S.): 

"Provided^  That  hereafter,  when  in  the  opinion  of  the  Postmaster-General  the  inter- 
ests of  the  Post-Office  Department  require  it,  the  manufacturing  of  special  delivery 
and  adhesive  postage  stamps  may  be  done  by  the  Treasury  Department  (Bureau  of 
Engraving  ana  Printing),  in  conformity  with  an  agreement  satisfactory  to  both  the 
Postmaster-General  and  the  Secretary  of  the  Treasury." 

It  may  be  added  that  the  stamps  will  not  cost  the  rost-Office  Department  more  than 
is  paid  now  if  the  contract  is  awarded  to  the  Bureau  of  Engraving  and  Printing.  On 
the  contrary,  at  the  Bureau's  new  proposal  it  is  estimated  that  the  stamps  and  stamp 
booker  will  cost  about  $9,000  a  year  less  than  at  the  prices  now  being  paid. 

Respectfully  submitted, 

W.  C.  FrrcH. 

[Memorandum.] 

November  17,  1906. 

In  the  matter  of  the  letting  of  the  contract  for  postage  stamps  four  statutor>''  provi- 
sions are  to  be  considered.  These  are  section  3709  of  the  Revised  Statutes  as  amended, 
a  provision  of  the  act  of  April  21,  1902,  chapter  663  (32  Stats.,  117);  a  provision  of  the 
act  of  April  28, 1904,  chapter  1759  (33  Stats.,  440),  and  a  proviso  in  the  act  of  June  26, 
1906,  chapter  3546  (34  Stats.,  475*). 

By  section  3709  Revised  Statutes  as  amended,  it  is  provided: 

'*A11  purchases  and  contracts  for  supplies  or  services,  in  any  of  the  Departments  of 
the  Government,  except  for  personal  services,  shall  be  made  by  advertising  a  sufficient 
time  previously  for  proposals  respecting  the  same,  when  the  public  exigencies  do  not 
require  the  immediate  deliver^'  oi  the  articles,  or  performance  of  the  service.    *    *    *  " 
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In  an  opinion  given  by  Attorney-General  Griggs  under  the  date  of  February  11, 1898 
(22  Op.  Atty.  Gen.,  40),  it  was  held  that  postage  stamps  are  supplies  within  the  mean- 
ing of  section  3709  Revised  Statutes  as  amended,  and,  accordingly,  that  contracts  for 
furnishing  postage  stamps  to  the  Post-Office  Department  must  be  let  upon  public 
advertisement,  as  required  by  the  statute. 

The  provision  in  the  act  of  April  21,  1902,  supra,  is — 

'*That  hereafter,  when  in  the  opinion  of  the  rostmaster-General  the  interests  of  the 
Post-Office  Department  require  it.  the  manufactiu'ing  of  special-delivery  and  adhesive 
postage  stamps  may  be  done  by  the  Treasury  Department  (Bureau  of  Engraving  and 
Printing),  in  conformity  with  an  agreement  satisfactory  to  both  the  Postmaster-General 
and  the  Secretary  of  the  Treasury." 

The  plain  purpose  of  this  provision  is  to  except  postage  stamps  from  the  operation  of 
section  3709  Revised  Statutes  as  amended,  requiring  all  purchases  and  contracts  for 
supplies  to  be  made  upon  public  advertisement  and  competitive  bids  submitted  in 
response  to  such  advertisement.  That  such  was  the  intention  of  the  provision  is  shown 
by  the  following  statement  having  reference  to  such  provision,  included  in  the  report 
01  the  managers  on  the  part  of  the  House  of  Representatives  of  the  postal  service 
appropriation  bill  in  conference : 

^''  Amendment  No.  38  permits  the  Postmaster-General  to  have  special-delivery  and 
adhesive  postage  stamps  manufactured  in  the  Bureau  of  Engraving  and  Printing, 
without  advertising  for  bids  therefor,  and  your  committee  agreed  to  the  same. 
(Cong.  Rec^  vol.  35.  part  4,  p.  4113.) 

The  act  of  April  28,  1904,  creating  the  office  of  purchasing  agent  for  the  Post-Office 
Department,  provides: 

"The  purchasing  agent  in  making  purchases  for  supplies  necessary  for  the  Poet- 
Office  Department  shall  advertise,  as  now  provided  by  law,  and  award  contracts  for 
such  supplies  to  the  lowest  responsible  bidder,  in  pursuance  of  existing  law.    *    »    *  " 

It  is  seen  that  the  requirement  of  this  provision  that  purchases  and  contracts  for 
supplies  shall  be  made  upon  public  advertisement  is  qualified  by  the  phrase  "as 
now  provided  by  law. '  *  It  is  fair  to  interpret  these  qualifying  words  as  being  intended 
to  include  in  the  requirement  only  such  supplies  as  were  at  the  time  of  that  enact- 
ment required  to  be  purchased  or  contracted  for  after  advertising  ai^d  receiving 
competitive  bids  for  supplying  the  articles.  So  that  the  provision  contained  in  the 
act  of  April  21,  1902,  authorizing  the  manufacture  of  special-delivery  and  adhesive 
postage  stamps  by  the  Bureau  of  Engraving  and  Printing,  in  conformity  with  an 
agreement  satisfactory  to  the  Postmaster-General  and  the  Secretary  of  the  Treasury, 
wnen,  in  the  opinion  of  the  Postmaster-General,  such  may  be  required  in  the  interests 
of  the  Post-Omce  Department,  would  seem  not  to  have  been  affected  by  the  latter 
enactment. 

The  provision  in  the  act  of  June  26,  1906,  to  which  reference  has  been  made  in  this 
connection,  is  as  follows: 

*^  Provided f  That  no  contract  for  the  manufacture  of  adhesive  postage  stamps,  special- 
delivery  stamps,  or  books  of  stamps  shall  be  made  by  the  Government  with  any 
Department  or  bureau  of  the  Government  below  the  cost  of  such  work  to  the  Govern- 
ment." 

The  only  effect  of  this  provision  upon  the  act  of  April  21, 1902,  and  that  of  April  28, 
1904,  is  to  preclude  the  letting  of  any  contract  for  postage  stamps  either  to  the  Bureau 
of  Engraving  and  Printing  or  to  any  other  bureau  or  Department  of  the  Government 
at  a  rate  of  compensation  for  the  work  below  its  actual  cost. 

Review  of  the  proceedings  in  Concress  leading  to  the  enactment  of  this  proviso 
tends  still  further  to  show,  however,  that  it  was  not  the  intention  to  recjuire  contracts 
for  the  manufacture  of  postage  stamps  to  be  let  upon  public,  advertisement  to  the 
lowest  responsible  bidder,  as  is  required  by  the  act  of  April  28,  1904,  in  reepect  of 
supplies  generally  for  the  Post-Ofnce  Department  and  postal  service.  The  postal 
service  appropriation  bill  as  reported  to  tne  House  of  Representatives  by  the  Com- 
mittee on  the  Post-Office  and  Post- Roads  contained  the  following: 

"Office  of  the  Third  Assistant  Postmaster-General:  For  manufacture  of  adhesive 
postage  stamps,  special-delivery  stamps,  and  books  of  stamps,  $550,000:  Provided, 
That  no  contract  for  the  manufacture  of  adhesive  postage  stamps,  special-delivery 
stamps,  or  books  of  stamps  shaU  be  made  by  the  Government  with  any  Department  or 
bureau  of  the  Government  at  any  higher  rate  than  offered  for  the  same  work  by  any 
responsible  private  contractor,  nor  shall  the  bid  of  such  Department  or  bureau  be  at 
a  price  below  the  cost  of  such  work  to  the  Government." 

To  this  provision  the  following  amendment  was  offered  by  Mr.  Crumpacker: 

"Insert  at  the  end  of  the  paragraph:  'But  in  computing  the  cost  of  tne  work  only 
the  actual  expense  of  such  Department  or  bureau  as  will  ne  made  necessary  for  sucn 
work  shall  be  reckoned.'  " 
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la  support  of  the  amendment  thus  proposed,  Mr.  Cnimpacker  said : 

''The  amendment  is  to  the  paragraph  that  authorizes  the  letting  of  contracts  for  the 
manufacture  of  adhesive  stamps  and  restricting  the  right  of  a  Department  or  bureau 
of  the  Government  to  submit  bids  for  such  contracts.  The  proviso  in  the  paragraph 
states  that  no  Denartment  or  bureau  of  the  Government  shall  submit  any  bid  at  a  price 
below  the  cost  of  the  work  to  the  Government.  Now,  the  effect  of  the  amendment  I 
propose  is  to  provide  that  in  computing  the  cost  of  the  work  only  the  additional  expense 
to  tne  Department  or  bureau  of  doinf  the  work  shall  be  reckoned. 

''Adhesive  stamps  are  now  made  by  the  Bureau  of  Printing  and  Engraving,  and 
the  Government  has  to  maintain  that  establishment  in  any  event.  It  alreaay  has 
the  establishment  and  must  provide  for  its  superintendence,  for  its  lighting  and  heat- 
ing. It  already  has  machinery  and  eauipment  for  the  manufacture  of  adhesive 
stamps,  and  in  determining  the  cost  of  tne  work  for  the  purpose  of  submitting  bids, 
I  simply  desire  to  limit  the  department  or  bureau  to  the  actusd  additional  expense. 
It  might  be  that  under  the  provision  of  the  bill  only  that  element  of  expense  would 
be  reckoned,  but  in  determining  the  cost  of  the  manufacture  of  a  product,  as  a  rule 
a  relative  share  of  the  cost  of  superintendence,  and  of  the  cost  of  maintenance  of  the 
plant,  of  the  cost  of  lighting  and  heating,  is  reckoned.  We  must  pay  a  large  share 
of  the  cost  of  the  Bureau  of  Printing  and  Engraving  whether  stamp  are  manumctured 
by  the  Government  or  not,  because  it  must  be  maintained  for  otner  purposes,  and  it 
is  not  fair  to  the  people,  it  is  not  fair  to  the  Treasurer,  to  exclude  that  Bureau  from 
submitting  bids  on  account  of  a  fixed  expense  which  the  Government  must  pay 
whether  it  manufactures  adhesive  stamps  or  not. 

*  'A^liat  I  want  to  do  is  to  make  this  paragraph  clear.  I  want  to  put  it  in  such  condi- 
tion that  only  the  additional  cost  made  neceesary  by  the  work  itself  shall  be  reckoned 
in  determining  the  (question  of  cost  as  a  limitation  upon  the  power  of  the  Bureau  to 
submit  a  bid.  I  think  the  gentleman  from  Indiana  (Mr.  Overstreet)  ought  to  accept 
theamendment.  It  seems  to  me  to  be  so  fair  and  so  in  harmony  with  economic  admin- 
istration that  there  ou^ht  to  be  no  opposition  to  it  at  all.  If  the  Government,  with  the 
Bureau  alreadv  established  and  equipped,  can,  with  a  comparatively  small  additional 
cost,  make  adhesive  postage  stamps,  if  it  can  make  them  more  cheaply,  if  the  addi- 
tional cost  would  be  less  than  it  would  have  to  pay  a  private  manufacturer,  then  econ- 
omv  demands  that  postage  stamps  should  be  manufactured  by  the  Bureau  of  IVinting 
ana  Engraving. 

"Under  the  bill  as  it  is  written  it  might  operate  to  exclude  the  Bureau  of  Printing 
and  Engraving  from  submitting  a  bid,  because  of  the  cost  of  maintaining  the  Bureau, 
which  must  be  paid  by  the  Treasury  anyhow.  I  do  not  think  that  ought  to  be.  I 
believe  if  the  Government  can  manufacture  its  own  stamps  as  cheaply  in  one  of  its  own 
bureaus  as  can  be  done  by  private  contract  it  ought  to  do  so.  It  ought  to  have  control 
of  this  particular  work,  just  as  it  has  control  of  the  printing  of  money  and  bonds.  But 
that  Bureau  certainly  ought  to  have  the  right  to  submit  a  bid  without  the  advantage 
that  it  already  has  in  the  way  of  equipment,  in  the  may  of  establishment,  operating 
aeainst  it.  The  effect  of  the  amendment  is  to  provide  that  simply  the  additional  cost 
of  the  particular  work  shall  be  reckoned  in  determining  the  risht  of  the  Bureau  to  sub- 
mit a  bid,  and  the  expense  of  maintaining  the  Bureau,  which  the  Government  must 
bear  in  any  event,  should  not  be  consider^  as  part  of  the  cost  of  the  work  of  manufac- 
turing stamps.'' 

By  Mr.  Overstreet: 

"Mr.  Chairman,  the  provision  which  the  committee  recommends  is  that  no  contract 
shall  be  made  by  the  uovemment  with  any  bureau  of  the  Government  at  a  loss  to  the 
Government.  ^Tiatever  force  there  may  be  in  the  gentleman's  amendment  relative 
to  the  elements  of  cost  which  ought  to  be  considered  in  makin^g  the  calculation,  it  is 
unwise,  in  my  judgment,  to  complicate  the  situation  by  putting  into  the  statute  in 
what  way  they  shall  make  the  calc  ulation.  We  only  seek  to  save  the  Government  loss 
in  this  when  the  contract  is  carried  by  a  different  bureau  of  the  Government  when  com- 
pared with  the  offer  made  by  outside  responsible  contractors.  I  hope  the  amendment 
will  be  disagreed  to." 

The  proposed  amendment  was  rejected  by  the  House  of  Representatives. 

In  a  communication  of  the  date  of  May  2, 1906,  to  the  chairman  of  the  Committee  on 
Post-Oflices  and  Post-Roads  of  the  Senate,  the  Postmaster-General  called  attention  to 
the  fact  that  this  provision,  if  enacted,  would  repeal  the  act  of  April  21, 1902,  providing 
that  the  manufacture  of  special-delivery  and  adhesive  posta^  stamps  "may  be  done  by 
the  Treasury  Department  (Bureau  of  Engraviii^  and  Frintmg),  in  conformity  with  an 
agreement  satisfactory  to  both  the  Postmaster-General  and  the  Secretary  of  the  Treas- 
u^."  whenever,  in  the  opinion  of  the  Postmaster-General,  the  interests  of  the  Post- 
Office  Department  require  that  this  be  done.    The  Postmaster-General  further  said: 

"  It  is  my  desire  to  have  the  postage  stamps  printed  at  the  least  possible  cost  neces- 
sary to  secure  satisfactory  results,  but  it  is  believed  that  the  limitations  of  the  pro- 
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vision  above  quoted  are  too  narrow.  It  should  be  borne  in  mind  that  the  Grovemment 
already  owns  a  plant  specially  built  and  equipped  for  this  work,  being  an  addition 
to  the  Bureau  of  Engraving  and  Phntiiu;,  constructed  for  this  purpose,  apd  it  is 
suggested  that  if  this  contract  should  be  placed  elsewhere  there  would  be  no  further 
use  for  the  special  presses  and  other  valuable  equipment  now  the  propertv  of  the 
United  States.  The  Bureau  surrounds  the  manufacture  of  stsunps  wim  tne  same 
checks  and  saf^ards  as  are  given  to  the  printing  of  the  currency  at  that  institution 
and  the  establishment  of  an  inspection  system  equally  efficient  elsewhere  would 
involve  the  Department  in  considerable  adaitional  expense. 

"I  snail  not  object  to  a  provision  requiring  that  this  contract  may  not  be  let  without 
advertising,  but  I  suggest  that  the  question  as  to  which  bid  shall  be  accepted  be  left 
to  the  discretion  of  tne  Postmaster-ueneral." 

In  the  postal  service  appropriation  bill  as  subsequently  reported  to  the  Senate  the 
proviso  in  question  appeared  m  the  following  form: 

"Prwkfea,  That  no  contract  for  the  manu&cture  of  adhesive  stamps;  special- 
delivery  stamps,  or  books  of  stamps  shall  be  made  by  the  Government  with  any 
Depart.meDt  or  bureau  of  the  Government  below  tne  labor  cost  of  such  work  to  the 
Government." 

The  effect  of  tnis  amendment  was  to  strike  out  after  the  word  "Government,"  first 
appearing  in  the  original  proviso,  the  following:  "at  any  hieher  rate  tnan  offered  for 
the  same  work  by  anj  responsible  private  contractor,  nor  shall  the  bid  of  such  Depart- 
ment or  bui-eau  be  at  a  price;"  ana  to  insert  before  the  word  "cost"  the  word  "la]x)r."^ 
The  proviso  as  thus  amended  was  agreed  to  by  the  Senate.  In  conference  between 
the  two  Houses,  however,  the  word  "labor"  was  omitted,  and  does  not  appear  in  the 
proviso  as  finally  enacted. 

It  is  thus  seen  that  the  proviso  as  passed  by  the  House  of  Representatives  would 
have  forbidden  tne  giving  of  any  contract  for  the  manufacture  of  postage  stamps  to- 
the  Bureau  of  Engraving  and  Pnnting  unless  its  bid  was  equal  or  below  that  of  "any 
responsible  private  contractor"  proposing  to  do  the  same  work.  As  indicated  in  the 
letter  of  the  Postmaster-General  to  the  chairman  of  the  Senate  Committee  on  Post- 
Offices  and  Post-Roads,  this  would  have  repealed  the  provision  in  the 'act  of  April  21, 
1902,  authorizing  postage  stamps  to  be  manufactured  by  tiie  Bureau  of  Engraving 
and  Printing  witnout  advertising  for  bids  for  the  work.  The  refusal  of  the  Senate  to 
accept  the  proviso  as  passed  by  the  House  and  its  enactment  in  a  form  which  merely 
forbids  the  letting  of  any  contract  for  postage  stamoc  to  the  Bureau  of  Engraving  and 
Printing  or  any  other  Department  or  Dureau  of  the  Government  at  a  rate  below  the 
actual  cost  of  the  work  precludes  any  question  whicn  might  be  raised  as  to  the  authority 
of  the  Postmaster-General  to  arrange  for  the  performance  of  the  work  by  the  Bureau 
of  Engraving  and  Printing  without  advertising  for  bids. 

It  remains  to  be  considered  whether  the  Post-Office  Department,  having  adver- 
tised for  proposals  for  supplying  postage  stamps  during  a  four-year  period,  ana  having 
received  a  bid  from  the  American  Bank  Note  Company  at  a  rate  considerably  lower 
than  that  submitted  by  the  Bureau  of  Engraving  ^na  Printing,  which  is  the  only 
other  bidder,  is  reauired  by  law  to  awuxi  the  contract  to  the  company,  it  having 
been  stipulated  in  tne  advertiBement  for  such  proposals  that  the  right  was  reserved  to 
reject  any  or  all  bids.  In  20  American  and  English  Encyclopedia  of  Law  (2d  ed.), 
1169,  it  is  stated  as  a  rule  that: 

"The  right  is  generally  reserved  to  reject  all  the  bids  made  under  an  advertisement 
therefor,  which  course  may  be  pursued  if  the  interests  of  the  city  require,  irrespective 
of  a  provirion  requiring  the  letting  to  the  lowest  bidder.  The  act  of  bidding  in  response 
to  an  advertisement  containing  a  reservation  of  the  right  to  'reject  any  or  all  bids'  is 
of  itself  a  consent  to  this  reserved  right  and  precludes  the  bidder  from  any  attompt 
to  enforce  acceptance  of  his  bid  because  it  is  the  lowest." 

American  Artificial  Stone  Pavement  Company  (Limited)  v.  Wagner  (21  Atl.,  160), 
which  is  one  of  the  cases  cited  in  support  of  the  rule  thus  stated,  was  an  action  of 
assumpsit  by  said  company  against  Louis  Wagner,  director  of  public  works  of  the 
city  of  Philadelphia,  to  recover  damages  alleged  to  have  been  sustained  from  the 
failure  or  refusal  of  the  defendant  to  awsurd  to  the  plaintiff  a  contract  for  lining  a  section 
of  the  East  Park  Reservoir.  The  city  council,  having  by  ordinance  appropriated 
$300,000  for  certain  work  in  the  water  department,  the  director  of  public  works  adver- 
tised for  proposals  to  do  such  work  according  to  certain  specifications  furnished, 
reserving  to  himself,  however,  "the  right  to  accept  or  reject  any  or  all  bids,  as  he 
may  deem  best  for  the  interests  of  the  city."  Several  proposals  were  received  in 
response  to  this  advertisement,  but  none  of  them  was  accepted.  The  proposal  of  the 
plaintiff  company,  however,  was  the  lowest  received.  .  The  director,  having  rejected 
all  offers  submitted,  issued  a  second  advertisement  for  proposals  according  to  speci- 
fications providing  for  the  execution  of  the  work  in  the  same  manner  as  specified  by 
the  first  advertisement,  but  adding  that  instead  of  lining  the  reservoir  with  concrete 
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to  within  20  feet  of  the  top  the  entire  slope  might  "be  lined  with  bricks  on  edge, 
bedded  in  cement,"  the  option  to  be  witn  the  department  of  public  works.  The 
plaintiff  company,  insisting  upon  its  right  as  the  lowest  bidder  to  receive  the  contract 
under  the  first  advertisement,  did  not  bid  a  second  time.  When  the  proposals  sub- 
mitted under  the  second  advertisement  were  opened  and  scheduled,  Lewis  Grant 
was  found  to  be  the  lowest  responsible  bidder,  and  the  contract  was  awarded  to  him. 
The  city,  exercising  its  option,  required  the  entire  slope  to  be  lined  with  bricks  on 
edge,  bedded  in  cement.  The  prices  named  in  the  bid  of  the  plaintiff,  if  applied  to 
the  work  as  it  was  actually  performed,  would  have  amounted  to  $19,337.74  more  than 
was  actually  paid  to  the  contractor,  meaning  a  Bavins  to  the  city  of  that  amount.  It 
was  to  recover  this  exact  sum  that  the  action  for  damages  was  instituted.  In  the 
opinion  of  the  court  it  was  said: 

"No  fraud  is  charged  in  the  plaintiff's  statement  of  claim,  nor  is  there  any  evidence 
of  fraud.  The  theory  of  the  plaintiff's  case  is  that,  as  by  the  sixth  section  of  the  act 
of  May  23,  1874,  all  work  and  materials  required  by  the  city  must  be  done  and  fur- 
nished 'under  contract  to  be  given  to  the  lowest  responsible  bidder,'  the  bidder 
whose  bid  is  the  lowest,  and  whose  responsibility  is  not  objected  to,  is  thereby  legally 
entitled,  under  the  statute,  to  a  contract  accordingly,  whether  the  bid  be  accepted 
and  the  contract  awarded  or  not,  and  that  the  officer  who  refuses  to  accord  this  right 
is  individually  liable  in  damages  for  the  loss  of  profits  sustained  thereby. 

*'  There  is  no  averment  of  proof  that  the  first  bids  were  invited  or,  when  opened, 
were  used  for  any  improper  purpose,  or  that  they  were  used  corruptly  to  promote  the 
interest  or  advantage  of  any  personal  or  political  friend,  or  to  put  the  plaintiff  to 
any  disadvantage  in  the  subsequent  bidding.  For  anything  that  appears,  tne  director 
of  public  works  exercised  the  privilege  reserved  in  ^ood  faith,  acting  in  behalf  of 
the  city,  whose  interests  he  was  bound  to  protect.  If  he  had  accepted  any  one  of 
the  first  bids  he  was  bound  by  law  to  give  the  contract  to  the  lowest  responsible 
bidder,"  and  a  court  of  eouity  would  have  enjoined  him  from  doing  otherwise.  But 
if  upon  opening  these  bias  he  believed  them  to  be  extravagant  in  amount,  or  the 
work  upon  the  basis  of  the  specifications  to  be  unwise  and  against  the  public 
interest,  it  was  his  right  to  refuse  them  all,  and  to  invite  other  proposals,  upon  the 
same  and  other  specifications,  which  would  give  the  city  the  option  to  award  the  con- 
tract according  to  the  public  interest.  In  the  honest  and  judicious  exercise  of  this  dis- 
cretion we  can  not  see  upon  what  principle  of  the  law  he  could  render  himself  indi- 
vidually liable  to  the  lowest  or  to  any  otner  bidder,  for  no  one  is  legally  entitled  to 
the  contract  until  it  is  legally  awarded  to  him.  Com.  v.  Mitchell  (82  Pa.  St.,343). 
The  submission  of  a  seal^  bid  or  proposal  to  the  city  for  the  furnishing  of  labor  or 
materials,  under  the  statute,  is  in  all  respects  similar  in  its  legal  effect  to  a  bid  at 
an  auction  sale,  where  the  seller  is  bound  by  law  to  sell  to  the  highest  and  best  bid- 
der. The  bid  is  a  mere  offer  to  buy  at  the  price  named,  and  may  be  retracted  at 
any  time  before  it  is  accepted;  and  it  follows,  of  course,  that  the  vendor  has  the  same 
ri^iit  to  reiect  the  offer  and  withdraw  the  article  from  sale  that  the  bidder  has  to 
withdraw  his  bid;  but  it  must  be  rejected  before  acceptance,  and  not  afterwards. 

"In  this  case  the  director  of  public  works  expressly  reserved  the  right,  and  without 
having  previously  accepted  any  of  them,  he  rejected  all.  If  the  law  were  not  as 
we  have  stated  it,  as  suggested  by  the  learned  judge  of  the  court  below,  it  would 
not  be  possible,  after  the  reception  of  the  bids  and  the  ascertainment  of  the  cost, 
for  any  projected  public  improvement  to  be  abandoned  or  postponed,  or  to  be  prose- 
cuted on  a  different  plan,  However  imperative  mi^ht  be  the  reasons  therefor.  No 
matter  that  the  bidding  disclosed  the  financial  inability  of  the  municipality  to  com- 
plete the  work;  no  matter  that  a  proper  economy,  in  view  of  the  amount  of  money 
required,  demanded  a  modification  of  the  contract,  or  a  postponement  or  even  the 
entire  abandonment  of  the  scheme;  if  the  appellant's  contention  is  correct,  the  work 
must  go  on,  the  lowest  bidder  being  legally  entitled  under  his  offer.  If  the  laiR 
were  so  declared,  then,  indeed,  would  the  city  be  in  a  helpless  state;  for  if  bidden 
should  come  to  an  understanding  beforehand,  it  might  be  obliged  to  pay  for  labor 
and  materials  the  most  extravagant  and  enormous  amounts,  thus  providing  a  fund 
for  distribution  among  themselves  far  in  excess  of  any  reasonable  profit.  If  the 
contract  had  been  awarded  to  any  other  than  the  lowest  responsible  bidder,  upon  a 
bill  to  enjoin  the  execution  of  it  the  city  authorities  woula  doubtless  be  required 
to  assi^  and  show  a  sufficient  legal  cause,  especially  if  the  act  was  accompanied 
by  evidence  of  bad  faith  and  unfairness. 

"The  interest  of  the  city,  as  well  as  the  rights  of  individuals,  might  seriously  suffer 
at  the  hands  of  a  dishonest  and  unfaithful  official,  who  would  avail  himself  of  the 
advantage  of  his  position  corruptly  to  favor  his  friends.  Such  a  course  would  dis- 
courage bidders  and  destroy  all  honest  and  fair  competion.  Practices  of  this  kind 
can  not  be  too  harshly  condemned;  but  we  are  not  at  liberty  to  assume  fraud,  un&ir^ 
ness,  or  favoritism  without  proof,  and  there  is  not  the  slightest  evidence  that  the 
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defendant  in  this  tranaaction  was  actuated  by  any  other  motive  than  the  promotion  of 
the  best  interests  of  the  city.  The  duties  imposed  upon  the  city  authorities  under  the 
act  of  1874  are  not  merely  ministerial;  if  they  were,  their  performance  might  be  com- 
pelled by  mandamus.  But  in  Com.  v.  Mitchell,  supra,  a  writ  of  mandamus  was 
refused  to  the  lowest  bidder  upon  the  ground  that  the  act  imposes  duties  that  are 
deliberative  and  discretionary,  and  that,  as  this  discretion  appeared  to  have  been 
exercised  according  to  the  best  judgment  of  the  officer  in  whom  this  function  was 
lodged,  a  writ  of  mandamus  could  not  be  granted.  To  the  same  effect  are  the  cases  of 
Findley  v.  City  of  Pittebui^g  (82  Pa.  St.,  351);  Dourfaa  v.  Com.  (108  Pa.  St.,  569);  Yealy 
V.  Fink  (43  Pa.  St.,  212);  and  Burton  v.  Fulton  (49Pa.  St.,  151).  Thedirectorof  public 
works  had  an  undoubted  right,  in  the  exercise  of  his  judgment  and  discretion  and 
acting  in  good  faith  in  the  interest  of  the  city,  to  refuse  to  accept  any  of  the  bids  ten- 
dered on  the  31st  of  May,  1887.  Having  done  so,  he  had  a  right  at  another  time  to 
solicit  other  bids  upon  the  same,  and  upon  different  specifications,  and  to  accept  the 
lowest  of  all  the  bids,  by  a  responsible  bidder,  under  the  specifications  which  he  »iould 
regard  as  most  favorable  to  the  public  interest.  His  judgment  could  not  be  coerced 
by  mandamus,  nor  was  his  discretion  to  be  exercised  under  the  fear  of  individual 
responsibility  for  the  prospective  profits  of  disappointed  bidders.  The  judgment  is 
afimned." 

The  question  for  decision  in  Madison  v.  Harbor  Board  of  Baltimore  City  et  al.,  decided 
by  the  court  of  appeals  of  Maryland  December  2,  1892  (25  Atl.,  337),  was  stated  by 
the  court  to  be  "whether  the  commissioners  of  the  harbor  board  are  clothed  with  such 
a  degree  of  official  discretion  in  selecting  bidders  as  to  place  them  beyond  the  control 
of  courts  by  mandamus."     In  passing  upon  the  questions  the  court  said: 

"The  ordinance  under  which  the  harbor  board  acts  and  from  which  it  derives  its 
authority  to  select  bidders  for  work  in  the  harbor  is  ordinance  44  of  1886,  and  the  lan- 
guage used  by  it  is  that  the  contract  shall  be  '  awarded  to  the  lowest  responsible  bidder: 
Provided,  the  said  bidder  be  *  *  *  bona  fide  engaged  in  the  business  of  dredging.' 
We  think  it  clear  that  a  board  such  as  the  one  in  question,  with  duties  such  as  are 
imposed  upon  it  by  ordinance,  must  have  a  lai^e  degree  of  discretion  in  the  exercise 
of  Its  important  functions.  It  would  not  occur  to  the  ordinary  mind  that  it  was  ever 
contemplated  by  the  framers  of  the  city  ordinance  from  which  the  board  derives  its 
powers  and  authority  that  it  was  not  the  tribunal  which  was  finally  to  determine  whether 
any  particular  person  was  an  eligible  bidder  under  the  provisions  of  the  ordinance;  for, 
if  it  were  in  the  power  of  bidders  for  contracts  to  do  municipal  work  to  appeal  from  the 
decision  of  the  board  without  any  allegation,  or  even  suggestion,  of  fraua,  the  harbor 
board  would  cease  to  be  of  any  use.  and  all  the  questions  it  was  intended  to  decide  would 
be  referred  to  the  courts.  It  is  of  much  more  importance  that  a  public  contract,  like 
the  one  in  question,  should  be  promptly  awarded  and  speedily  executed  with  due 
regard  to  economy,  than  that  any  particular  bidder  should  get  the  contract  (State  v. 
Board  of  Education,  24  Wis.,  683;  Com.  v.  Mitchell,  82 Pa.  St.,  343);  and  therefore  it  has 
been  held  by  the  great  weight  of  authority  that  the  public  work  shall  not  be  delayed 
by  appeals  to  the  courts  of  dissatisfied  and  disappointed  bidders,  but  that  the  decision 
of  public  officers,  like  these  commissioners,  upon  questions  such  as  those  here  involved, 
shall  not  be  reviewed  by  the  courts  unless  it  can  be  shown  that  such  public  officers  have 
been  guilty  of  fraud  in  the  exercise  of  their  discretion.  (High,  Extr.  Rem.,  sec.  92,  and 
authorities  there  cited.)" 

In  Intt^rstate  Vitrified  Brick  and  Paving  Co.  r.  City  of  Philadelphia  et  al.,  decided 
by  the  supreme  court  of  Pennsylvania,  October  29,  1894  (30  Atl.,  383),  it  was  held 
that  the  act  of  May  23,  1874,  directing  municipal  officers  to  award  certain  contracts  to 
the  "lowest  responsible  bidder,"  vests  discretionary,  and  not  merely  ministerial 
powers  in  such  officers;  the  word  "responsible"  as  therein  used  applying  not  only  to 
pecuniary  ability,  but  also  to  judgment  and  skill.  The  opinion  of  the  court  was  as 
follows: 

"Fell,  J.  The  learned  judge  of  the  common  pleas,  upon  the  hearing  of  the  appli- 
cation for  a  preliminary  injunction,  distinctly  found  that  the  director  of  the  depart- 


ment of  public  works  of  the  city  of  Philadelphia  'had  acted  for  what  he  considered 
the  best  interests  of  the  city,'  in  awarding  the  contract  for  pavinc  to  the  Mack  Paving 
Company.  A  careful  examination  of  the  testimony  has  satisfied  us  that  this  finding 
was  correct.  There  was  no  allegation  in  the  bill,  nor  any  attempt  in  the  testimony 
to  show  that  this  officer  acted  in  bad  faith:  and  throughout  the  whole  proceeding 
his  entire  honest jr  of  purpose  and  his  tliorough  integrity,  seem  to  have  been  conceded. 
There  then  remained  but  one  question,  and  that  related  to  the  power  of  the  director, 
under  the  act  of  May  23,  1874.  The  decrt^e  is  based  upon  the  opinion  that  the  director 
had  no  alternative  but  to  award  the  contract  'to  the  lowest  bidder  who  is  able  pecu- 
niarily to  carry  out  his  contract.'  This  was  a  misconception  of  the  law  as  it  has  been 
repeatedly  announced  by  this  court. 
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"The  construction  of  the  act  of  1874  waa  firet  before  this  court  in  1876, in  the  case  of 
Com.  V.  Mitchell  (82  Pa.  St.,  343);  and  it  was  there  distinctly  held  that  the  word  'respon- 
sible,' as  used  in  the  sixth  section,  meant  more  than  the  pecuniary^  ability  of  the 
bidder  to  carry  out  the  contract,  or  to  be  answerable  in  damages  for  its  breach,  or  to 
enter  security  for  its  performance,  and  that  the  act  vested  in  the  officer  whose  duty  it 
was  to  award  the  contract  a  discretion,  and  that  his  powers  were  not  merely  ministe- 
rial. This  case  was  followed  in  the  same  year  by  Findley  v.  City  of  Pittsburg  (82  Fa. 
St.,  351),  in  which  the  same  view  of  the  act  was  stated.  The  question  again  arose  in 
1885,  in  Douglas  v.  Com.  (108  Pa.  St.,  559),  and  it  was  there  said  by  Mercur,  C.  J.. 
*  The  act  of  23d  May,  1874,  directing  contracts  to  be  awarded  to  the  *  lowest  resDonsible 
bidder,*  has  twice  been  before  us  for  construction.  In  each  it  was  held  that  the  word 
'responsible,'  as  used  in  the  act,  applies,  not  to  pecuniary  ability  only,  but  also  to 
judgment  and  skill.  The  duties  tnereby  imposed  on  the  city  authorities  are  not 
merely  ministerial,  limited  to  ascertaining  whose  bid  was  the  lowest,  and  the  pecuni- 
ary responsibility  of  the  bidder  and  his  sureties.  The  act  calls  for  the  exercise  of 
duties  which  are  deliberative  and  discretionary.'  This  doctrine  was  reaffirmed  in 
1891  in  Pavement  Co.  v.  Wagner  (139  Pa.  St.,  623,  21  Atl.,  160).  It  therefore  follows 
that,  under  the  findings  of  fact  by  the  learned  judge,  there  was  but  one  conclusion  that 
was  in  harmony  with  the  decided  cases.  The  decree  of  July  9,  1894,  granting  an 
injunction,  is  reversed  and  set  aside,  and  the  injunction  dissolved,  at  the  cost  of  the 
appellee.     Williams,  J.,  dissents." 

People  ex  rel.  Coughlin  v.  Gleason,  mayor,  decided  by  the  supreme  court  of  New 
York  February  11,  1889  (4  N.  Y.  Supp.,  383),  was  an  application  for  a  mandamus  to 
Patrick  J.  Gleason,  mayor  of  Long  Island  City,  to  sign  a  warrant  for  payment  for  work 
done  under  contract  with  the  city.  It  was  provided  by  the  charter  of  Long  Island 
City  that  all  work  to  be  done  for  the  city  costing  more  than  $100  should  be  let  to  the 
lowest  responsible  bidder  giving  adequate  security.  The  council  voted  a  contract  to 
Coughlin,  who  was  not  the  lowest  bidder,  and  the  mayor  vetoed  the  resolution.  The 
council  passed  the  resolution  over  his  veto,  and  Coughlin  did  the  work  and  the  council 
voted  that  payment  be  made  according  to  the  contract,  but  the  mayor  refiised  to  sign  the 
warrant.  It  was  held  by  the  court  tlmt  the  question  as  to  who  was  the  lowest  respon- 
sible bidder  was  a  quasi  judicial  one,  which  was  not  subiect  to  review  by  the  court 
after  it  was  passed  on  by  the  council,  and  that  it  was  the  duty  of  the  mayor,  after  the 
council  had  audited  and  allowed  the  claim,  to  sign  the  warrant. 

To  similar  effect  are  the  decisions  in  Keutins  et  al.  v.  City  of  Titusville  et  al., 
decided  by  the  supreme  court  of  Pennsylvania  May  18,  1896  (34  Atl.,  918);  People 
ex  rel.  Assyrian  Asphalt  Co.  v.  Kent,  Commissioner,  decided  by  the  supreme  court  of 
Illinois  March  28,  1896  (43  N.  E..  760);  and  Downing  v.  Ross  (1  App.  Cases,  Dist.  of 
Col.,  251).     In  the  opinion  filed  by  the  court  in  the  ftrst  of  these  cases,  it  was  said: 

••It  washeld  in  Com.  v.  Mitchell  (82  Pa.  St., 343), that  the  word  'responsible' in  the 
act  of  the  23d  of  May.  1874.  means  something  more  than  pecuniary  anility;  that  the 
duties  imposed  upon  the  officers  awarding  a  contract  are  aeliberative  and  discretion- 
ary. In  Douglass  v.  Com.  (108  Pa.  St. ,  559),  the  court  said :  '  The  act  of  23d  May»  1874, 
directing  contracts  to  be  awarded  to  the  '  lowest  responsible  bidder,'  has  twice  been 
before  us  for  construction.  In  each  it  was  held  that  the  word  'responsible'  as  used 
in  the  act  applies  not  to  pecuniary  ability  only,  but  also  to  judgment  and  skill.  The 
duties  thereby  imposed  on  the  city  authorities  are  not  merely  ministerial,  limited  to 
ascertaining  whose  bid  is  the  lowest,  and  the  pecuniary  responsibility  of  the  bidder 
and  his  sureties;  the  act  calls  for  an  exercise  of  duties  and  powers  which  are  delibera- 
tive and  discretionary.'  The  same  doctrine  is  reaffhined  in  Interstate  Vitrified  Brick 
&  Paving  C^.  v.  Philadelphia  (164  Pa.  St.,  477, 30  Atl.,  383).  I/it  clearUf  appears,  thare- 
fore^  that  McDonala  was  a  lower  bidder  than  Roiise,  in  the  absence  of  evidence  tendina  to 
show  that  the  authorities  acted  in  bad  faith,  or  from  corrupt  motives,  they  might  award  the 
contract  to  the  hiaher  bidder,  if  considerations  of  superior  skill,  promptness  or  efficiency  on 
the  part  of  such  (Adder  lead  tfum  to  do  «o." 

In  State  v.  Board  of  Education  (24  Wis.,  683),  the  court  said: 

"When  the  law  requires  a  public  work  to  be  let  to  the  lowest  bidder,  such  bidder, 
after  his  bid  has  been  rejected  and  the  contract  awarded  to  another,  has  no  absolute 
right  to  a  mandamus  to  compel  the  execution  of  a  contract  with  him ;  and  in  this  case 
the  court  refuses  to  complicate  the  matter  by  directing  the  court  below  to  issue  the 
writ." 

In  Downing  v.  Ross,  supra,  it  was  said: 

"In  this  country,  while  the  same  doctrine  as  to  the  restraining  power  of  a  court  of 
equity  is  maintained,  as  in  England,  the  foundation  of  the  jurisdiction  is  placed 
generally  upon  the  ground  of  a  breach  or  abuse  of  trust  by  the  officials.  But,  as  held 
by  all  the  best  considered  cases,  both  there  and  in  England,  so  long  as  the  puWc 
functionaries  keep  within  the  limits  of  the  powers  vested  in  them,  and  do  not  act,  or 
attempt  to  act,  ultra  vires,  the  court  avoids  interfering  with  them,  and  will  not  in  any 
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case  interfere  with  the  exercise  of  official  discretion  vested  in  such  ftinctionaries. 
Duties  of  officers  entrusted  with  the  lettine  of  contracts  for  works  of  public  improve- 
ments, to  the  lowest  resp^onsible  bidder,  sucn  as  those  imposed  upon  the  commissioners 
in  this  case,  are  not  duties  of  a  strictly  ministerial  nature,  but  involve  the  exercise  of 
such  a  degree  of  official  discretion  as  to  place  them  beyond  the  control  of  the  courts,  so 
long  as  they  act  within  the  limit  or  scope  of  the  authority  delegated  to  them.  The 
statutory  requirement  that  these  contracts  shall  be  let  to  the  lowest  responsible  bidder 
is  intended  for  the  benefit  and  protection  of  the  public,  rather  than  that  of  the  bidders; 
and  it  is  incumbent  upon  the  party  invoking  the  interposition  of  the  court  to  show 
plainly  that  there  has  been,  or  that  there  is  danger  of  being,  such  assumption  or  usur- 
pation of  authority  by  the  commissioners,  or  such  fraudulent  abuse  of  their  powers, 
as  to  render  it  proper  for  the  court  to  interfere,  as  a  necessary  condition  to  inducing 
the  court  to  exercise  its  power  of  restraint.  Here,  there  being  no  pretense  of  fraud, 
we  utterly  fail  to  perceive  wherein  the  commissioners  have  exceeded  the  limits  of  the 
authority  confidea  to  them.  It  is  conceded  that  the  defendant  Thomas  was,  in  fact, 
the  lowest  bidder  for  the  work  awarded  to  him;  and  by  the  terms  of  the  statute  it  is 
declared  that  'the  lowest  responsible  proposal  for  the  kind  and  character  of  pavement 
or  other  work  which  the  commissioners  shall  determine  upon,  shall  in  all  cases  be 
accepted.'" 

The  decree  of  the  lower  court  dismissing  the  bill  of  complainants  as  property  holders 
and  taxpayers  of  the  District  of  Columbia,  to  restrain  the  Commissioners  of  the  District 
from  accepting  the  proposal  of  Thomas  to  pave  certain  streets  in  the  city  of  Washing- 
ton, and  to  vacate  any  contract  which  might  have  been  made  with  him,  upon  the 
^und  that  such  proposal  was  not  made  in  accordance  with  the  specifications  and 
instructions  under  which  proposals  were  invited  to  be  made  for  doing  the  work,  was 
affirmed.  It  should  be  stated  that  the  proposal  of  Thomas  was  the  lowest  received, 
but  in  it  he  interlined  the  condition  that  he  be  awarded  at  least  25,000  square  yards  of 
the  pavement  to  be  made.  The  contention  was  that  this  'nterlineation  vitiated  and 
rendered  illegal  the  proposal  made  by  Thomas.  But  it  was  averred  by  the  Com- 
missioners that  they  awarded  the  contract  to  Thomas  because  he  was  the  lowest 
responsible  bidder  for  the  work,  and  they  paid  no  regard  whatever  to  the  condition 
interlined  in  the  proposal. 

Upon  consideration  of  numerous  authorities,  I  am  of  opinion  that  the  Postmaster- 
General  has  authority  to  award  the  contract  for  supplying  postage  stamps  to  the  Post- 
Office  Department,  to  the  Bureau  of  Engraving  and  Printing,  notwithstanding  that 
the  bid  oi  the  American  Bank-Note  Company  is  the  lower  of  the  two  bids  received; 
provided,  in  his  judgment  the  making  of  such  award  would  be  in  the  interest  and  for 
the  benefit  of  the  Government.  However,  it  is  probably  the  better  plan  in  the  circum- 
stances to  reject  both  the  bids  submitted,  ana  to  proceed  anew  by  entering  into  an 
agreement  with  the  Secretary  of  the  Treasury  for  the  performance  of  the  work  by  the 
Bureau  of  Engraving  and  Printing,  as  authorized  by  the  act  of  April  21,  1902. 

R.  P.  Goodwin, 
Assistant  Attorney-General, 

The  Postmaster-General. 


[Memorandum.] 

On  September  28,  1906,  an  advertisement  was  issued  by  the  Post-Office  Department 
calling  for  proposals  for  furnishing  postage  stamps  and  books  of  stamps  for  its  service 
during  a  perioa  of  four  years  to  begin  February  1,  1907.  In  response  to  this  advertise- 
ntient  two  proposals  were  received,  one  from  the  American  Bank  No:>e  Company,  of 
New  York,  and  the  other  from  the  Bureau  of  Engraving  and  Printing  of  the  Treasury 
Depw^rtment. 

There  was  constituted  by  the  Postmaster-General  to  open,  examine,  and  consider 
these  proposals  a  committee  consisting  of  three  members,  by  two  of  whom  it  was  recom- 
mended that  the  proposal  of  the  American  Bank  Note  Company  for  supplying  postage 
stamps  and  books  of  stamps  of  the  same  designs  and  denominations  as  tnose  now  being 
manuiBwitured  and  supplied  to  the  Post-Office  Department  by  the  Bureau  of  Engraving 
and  Printing  be  accepted;  while  the  third  member  recommended  that  the  contract 
be  awarded  to  the  Bureau  of  Engraving  and  Printing.  In  the  report  of  this  committee 
it  was  said: 

"The  proposal  of  the  American  Bank  Note  Company  for  the  estimated  ouantity 
for  the  contract  term  of  four  years  is  $110,498.98  less  than  that  of  the  Bureau  of  Engrav- 
ing and  Printing,  or  $27,624.74  per  annum.  The  expense  to  the  Post-Office  Depart- 
ment at  the  present  time  for  supervision  of  the  printing  of  stamps  at  the  Bureau  of 
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Engravinc  and  Printing  is  $1,400,  that  being  the  salary  of  tne  clerk  detailed  to  super- 
vise the  filling  of  requipitions.  In  1894,  the  last  year  that  stamps  were  furnished  by  a 
private  contractor  away  from  the  seat  of  Govemeinnt,  the  appropriation  for  the  stamp 
agent,  his  clerical  force  and  expenses,  was  $12,000.  We  are  inclined  to  think  the 
appropriation  of  a  like  sum  would  now  be  necessary  to  supervise  the  work  if  the  con- 
tract went  to  the  American  Bank  Note  Company.  Deducting  from  $12,000  the 
$1,400  expense  for  the  clerk  at  the  Bureau  of  Engraving  and  Printing  leaves  $10,600 
as  the  adaed  expense  to  the  Govermnent,  which  would  reduce  the  amount  saved  by 
accepting  the  lowest  bid  to  $17,024.74  per  annum." 

All  of  tne  postage  stamps  used  by  the  Department  during  the  past  twelve  years  have 
been  printed  at  3ie  Bureau  of  Engraving  and  Printing  under  the  same  supervision 
that  is  given  to  the  printing  of  currency  and  securities  of  the  United  States.  I  am 
inform^  that  the  work  has  been  satisfactory  in  every  respect  and  that  all  requisitions 
have  been  promptly  and  accurately  filled. 

The  plant  which  nas  been  installed  at  the  Bureau  of  Engraving  and  Printing  for  the 
manufacture  of  postage  stamps  and  books  of  stamps  is  understood  to  be  equipped  with 
the  best  and  latest  improved  machinery  and  appliances,  and  its  capacity  js  sufficient 
to  meet  all  demands  that  may  be  reasonably  anticipated.  This  being  the  case,  the 
only  benefit  that  could  be  derived  by  the  Government  in  abandoning  the  manufacture 
of  its  postage  stamps,  and  awarding  the  contract  for  furnishing  them  to  the  Ameriam 
Bank  Note  Company,  would  be  an  annual  saving,  according  to  the  estimate  of  the 
committee,  of  about  $17,000.  This  amount  would  probably  oe  offset  by  the  loss  on 
the  machinenr  of  the  postage  stamp  plant,  even  if  it  shoula  be  sold  to  the  American 
Bank  Note  rompany  at  its  present  market  value.  This  machinery,  moreover,  is 
adequate  to  all  the  present  requirements  of  postage  stamp  manufacture,  quite  as  much 
so,  indeed,  as  new  machinery  would  be;  and  its  appraised  market  value  would  not 
nearly  represent  its  actual  value  to  the  Government. 

It  must  also  be  considered  that  there  is  no  existing  provision  of  law  for  the  super- 
vision of  the  manufacture  of  postage  stamps  away  from  the  seat  of  Government.  In 
the  event  that  tne  contract  should  be  awarded  to  the  American  Bank  Note  Company, 
the  force  necessary  for  proper  supervision  of  the  manufacture  of  stamps  at  New  Ywk 
would  therefore  have  to  be  detailed  from  some  of  the  special  branches  of  the  serv- 
ice until  legislative  provision  could  be  made  for  the  changed  conditions:  and  this 
would  inevitably  result  in  delaying  public  business  and  embarrassing  the  Post-Oflice 
Department. 

The  same  checks  and  safeguards  against  losses  are  employed  at  the  Bureau  of  Engrav- 
ing and  Printing  in  the  manufacture  of  postage  stamps  as  in  that  of  currency,  revenue 
stamps,  and  securities  of  the  United  States,  and  for  the  same  reasons.  Indeed, there 
is  reason  for  even  greater  protection  in  respect  of  postage  stamps,  for  they  are  wholly 
finished  at  the  Bureau  ana  ready  for  ipsuanr-e  immediately  from  there. 

The  Government  has  erected  a  building  at  great  expense,  and  equipped  it  with 
costly  machinery,  in  order  that  its  currency,  revenue  stamps,  and  securities  may  be 
prepared  by  and  under  the  supervision  of  its  own  employees  and  officials;  and  it 
would  seem*  that  postage  stamps,  which  are  in  the  nature  of  currency,  should  be  man- 
ufactured in  the  same  manner  and  under  the  same  supervision.  While  Congress  has 
not  directed  that  postage  stamps  should  be  manufactured  at  the  Bureau  of  Engraving 
and  Printing,  it  has  authorized  the  Postmaster-General  to  have  them  manufactured 
there,  when  in  his  judgment  to  do  so  should  be  for  the  best  interests  of  the  Post-Office 
Department.  The  matter  was  probably  left  within  his  discretion  for  the  rea«)n  that 
in  1902,  when  the  act  giving  such  authority  was  passed,  doubts  were  expressed  as  to 
the  ability  of  the  Bureau  of  Engraving  and  Printing  to  furnish  stamps  in  the  quantity 
that  would  be  required  by  the  Post-Office  Department. 

It  appears  to  be  the  policy  of  the  Government,  as  shown  by  various  acts  of  Congress, 
to  manufacture  its  currency,  revenue  stamps,  securities,  etc.,  by  its  own  agencies 
and  under  the  supervision  of  its  own  officials,  and  it  would  be  contrary  to  that  policy 
to  §ive  over  to  a  private  company  the  contract  for  the  manufacture  of  postage  stamps, 
which  are  securities  of  the  United  States,  solely  for  the  purpose  of  effecting  a  saying 
to  the  Post-Ofllce  Department  of  an  amount  relatively  small  and  largely  problematical. 

The  American  Bank  Note  Company,  in  its  letter  of  November  13,  offers  to  the  Gov- 
ernment the  option  of  five  successive  renewals,  of  four  years  each,  upon  the  same  terms 
and  conditions  as  now  proposed,  of  the  contract  for  the  manufacture  of  postage  stamps 
and  stamps  in  books.  Admitting  the  fairness  of  this  offer  and  the  good  faith  of  the 
company  in  making  it,  there  may  be  serious  doubt  whether  it  would  be  legally  binding 
upon  the  company,  if  accepted  by  the  Postmaster-General,  and  whether,  indeed,  it« 
acceptance  would  be  warranted  by  public  policy. 

For  the  foregoing  reasons,  and  without  questioning  either  the  ability  or  responsibility 
of  the  American  Bank  Note  Company,  it  does  not  seem  to  me  that  the  award  of  the 
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contract  for  printing  postage  etamps  and  stamps  in  books  to  that  qompany  would  be 
justified. 

The  proposal  of  the  American  Bank  Note  Company  for  furnishing  to  the  Post-Office 
Department  during  the  four-year  period  beginning  February  1,  1W7,  postage  stamps 
and  books  of  stamps  of  the  same  designs  and  denominations  as  those  now  in  use,  which 
proposal  was  submitted  under  the  advertisement  dated  September  28,  1906,  is  hereby 
rejected ;  and  contract  for  supplying  such  stamps  and  books  of  stamps  during  said  period 
wiU  be  awarded  to  the  Bureau  of  Engraving  and  Printing. 

It  is  my  pur{)ose  to  recommend  to  Congress  at  its  next  session  the  enactment  of 
l^islation  requiring  all  postage  stamps  and  stamped  paper  used  by  the  Post-Office 
Department  to  be  manufactured  by  the  Bureau  of  Engraving  and  Printing  at  a 
compensation  equal  to  the  actual  cost  of  the  work. 

Geo.  B.  Cortblyou, 

Postmaster-General. 

November  22,  1906. 

Mr.  Snapp.  Did  you  have  to  report  in  any  way  on  these  two  bids? 
That  is,  did  you  report  to  the  rostmaster-General  that  the  bid  of 
the  Bureau  of  Engraving  and  Printing  should  be  accepted;  or  did 
you  at  any  time  report  that  the  bid  of  the  American  Bank  Note 
Company  should  be  accepted  ? 

Mr.  Cochran.  I  consiaered  my  approval  of  the  report  of  the  com- 
mittee that  the  bid  of  the  American  Bank  Note  Company  should  be 
accepted  as  my  recommendation  to  that  effect. 

Mr.  Snapp.  I  think  that  is  all  I  care  to  ask  about  this. 

The  Chairman.  I  want  to  ask  an  entirely  different  question.  Mr. 
Cochran,  I  am  in  receipt  of  a  letter  addressed  to  me  by  the  Post- 
master-General recommending  the  authorization  of  a  contract  for  a 
wareroom  for  the  supply  division  in  the  city  of  Washington.  Will 
you  state  briefly  to  the  committee  just  what  the  necessities  are  for 
such  a  wareroom  1 

Mr.  Cochran.  It  is  a  matter  I  only  know  of  in  a  general  way,  and 
with  which  I  have  not  had  much  to  do. 

The  Chairman.  That  matter  has  been  taken  up  by  whom? 

Mr.  Cochran.  It  has  been  taken  up  by  the  chief  clerk. 

The  Chairman.  And  there  is  need  for  such  a  place? 

Mr.  "Cochran.  Yes,  sir.  I  understand  that  it  covers  both  of  the 
repair  shops,  the  mail-bag  repair  shop,  and  the  mail-lock  shop. 

The  Chairman.  Yes,  sir. 

Mr.  Cochran.  The  supply  division  is  very  pjoorly  housed.  It  not 
only  has  insufficient  room,  but  the  room  it  has  is  not  at  all  creditable. 
It  IS  a  regular  firetrap,  and  there  is  danger  at  any  time  of  having 
the  whole  thing  burned  down,  with  consequent  destruction  of  those 
supplies  there,  which  would  work  very  serious  harm  to  the  service. 
As  to  the  mail-bag  repair  shop,  it  is  a  scandal  and  a  shame  to  have 
any  Government  people  working  in  such  quarters  as  that. 

The  Chairman,  There  is   now  carried  in  the  Post-Office  appro- 

Eriation  bill  an  item  of  $14,000  to  cover  the  expense  of  the  mail- 
ag  repair  shop,  out  of  which  there  is  a  very  limited  amount  for 
charwomen  and  watchmen — a  hundred  or  two  dollars.  There  is 
carried  in  the  legislative  bill,  I  think,  twelve  or  thirteen,  or  possibly 
fourteen  thousand  dollars  more  for  buildings  that  are  now  used  for 
the  supply  division. 
Mr.  Cochran.  Yes. 

The  Chairman.  The  matter  has  been  laid  before  me  in  person  by 
the  representative  of  the  Postmaster-General,  and  is  covered  very 
fully  by  this  letter,  which  I  will  file,  showing  that  this  contract 
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which  they  are  now  able  to  consummate  will  afford  them  a  veij 
excellent  home  for  the  supply  division  and  also  the  mail-bag  repair 
shop,  with  fireproof  protection,  as  nearly  as  such  protection  is  now 
known  in  construction,  with  ample  room  for  the  accommodation  of 
the  clerical  force,  and  with  sufficient  capacity  for  the  growing  needs 
for  a  number  of  years,  at  an  upset  price  beyond  these  two  appro- 
priations of  a  very  small  amount,  not  taking  into  account  the  drayage 
and  cartage  which  is  necessary  now  in  the  nandling  of  this  property, 
nor  the  possible  damage  or  injury  by  frequent  handlings;  ana  that 
this  building  is  located  close  to  the  railroad  station,  where  the  sup- 
plies can  beheld  or  shipped  out  without  rehandling,  as  thejr  now  are. 
with  that  explanation,  I  will  file  the  letter  for  the  information  of  the 
<x>mmittee,  and  at  the  proper  time  we  can  take  it  up  in  executive 
session. 


The  Terminal  Storage  Company. 
Washington,  D.  C,  December  20,  1906. 
The  Postmaster-General, 

PostrOffice  Department^  Wathington^  D.  C. 

Sir:  The  Terminal  Storage  Company,  of  the  District  of  Columbia,  hereby  offers  to 
lease  to  the  United  States  Government,  for  uses  connected  with  the  Post-Office  Depart- 
ment, the  southern  portion  of  square  No.  713,  Washinj^n,  D.  C,  directly  abutting 
upon  the  new  Union  Terminal  Station,  and  connected  with  the  tracks  of  all  of  the  steam 
railroads  entering  the  city. 

The  property  referred  to  is  improved,  first,  by  a  large  eight-story  and  basement  fire- 
proof warenouse,  and,  second,  by  a  smaller  building  Imown  as  Merchandise  Warehouse 
No.  7.  The  fireproof  building  is  occupied  b^  this  company  in  the  conduct  of  its  furni- 
ture storage  busmess,  while  warehouse  No.  7  is  used  in  connection  with  its  merchsmdise 
department. 

The  buildings,  if  taken,  will  be  adapted  to  the  uses  of  the  Government.  The  Ter- 
minal Company  will  remove  from  the  fireproof  building  such  partitions  and  make  such 
alterations  in  the  interior  and  do  all  things  reasonably  necessary  to  its  use  by  the  Post- 
Office  Department,  it  being  understood,  however,  that  all  such  chaises  are  to  be  agreed 
upon  definitely  by  and  between  the  Terminal  Company  and  the  rost-Office  Depart- 
ment; and  when  once  made  in  accordance  with  such  agreement  that  the  building  when 
taken  over  will  be  maintained  and  kept  in  repair  during  the  term  of  the  lease  at  tlie 
expense  and  cost  of  the  Government. 

This  company  is  willing  also  to  add  an  additional  story  to  warehouse  No.  7,  and  make 
such  division  of  the  floor  space  into  rooms  as  may  be  mutually  agreed  upon.  It  will 
install  in  said  warehouse  No.  7  suitable  steam  radiators,  and  connect  the  system  with 
the  boilers  of  the  furniture  warehouse.  It  will  construct  toilet  rooms,  and  make  such 
additions  as  will  adapt  the  building  to  the  comfortable  housing  of  a  clerical  force,  but 
after  the  property  has  been  taken  by  the  lessee  it  will,  during  tne  term  of  the  lease,  be 
maintained  and  kept  in  repair  at  the  cost  and  expense  of  tne  United  States  Govern- 
ment. 

When  completed,  warehouse  No.  7  ^ill  contain  approximately  13,740  square  feet  of 
floor  space. 

The  term  of  the  proposed  lease  is  ten  years.  The  rental  for  the  furniture  warehouse 
to  be  127,000  per  year,  and  for  warehouse  No.  7,  $5,000  per  year. 

If  desired,  a  clause  may  be  inserted  in  the  lease  giving  to  the  United  States  Govern- 
ment the  right  and  privilege  of  purchasing  at  the  end  of  any  year  durine  the  first  five 
Sears  of  the  term  the  furniture  warehouse  for  the  sum  of  $350,000,  and  me  warediouse 
0.  7  for  $50,000. 

Very  respectfully,  Edward  J.  Stellwaoen,  President. 


The  Terminal  Storage  Company, 
Washington,  D.  C,  December  26, 1906. 
Mr.  M.  O.  Chance, 

Chief  Clerk,  Post-Office  Department,  Washington,  D.  C. 
Dear  Sir:  Answering  your  favor  of  December  22,  we  b^  to  say: 
1-  T^e  consideration  of  merchandise  warehouse  No.  7  for  conversion  into  an  office 
building  has  been  of  recent  date,  and  no  very  definite  ideas  have  as  yet  been  advanced 
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by  you  as  to  exactly  what  is  wanted.  When  it  was  thought  that  tliis  building  might 
be  used  for  mechanical  or  storage  purposes  it  was  suggested  that  it  could  probably 
be  had  for  $3,000  a  year,  if  taken  m  its  present  condition,  without  adaitions  or 
alterations. 

The  proposition  of  December  20  was  upon  the  theory  that  an  additional  story  would 
have  to  be  added,  walls  plastered,  heating  fixtures  installed,  and  plumbing  introduced. 
In  fact,  everything  done  to  make  it  a  comfortable  and  convenient  office  building. 

Mr.  Fleming's  statement  was  that  the  rent  would  probably  be  from  $4,000  to  $5,000 
a  year,  based  entirely  upon  the  character  of  additions  and  improvements  desired. 

If  you  can  make  out  with  it  for  office  purposes  without  the  walls  being  plastered 
and  without  the  more  expensive  finishing  which  we  had  in  contemplation,  it  is  possible 
that  we  can  meet  the  figure  of  $4,000  a  year,  as  suggested. 

2.  The  chief  engineer  of  the  Terminal  Company  has  already  furnished  our  architects 
with  the  drawings  for  the  elevated  structure  wnicn  will  be  built  adjoining  the  furniture 
warehouse  and  warehouse  No.  7  on  the  north,  and  from  which  these  structures  will 
receive  direct  car  service.  The  time  of  its  erection  only  awaits  the  removal  of  the 
surface  tracks. 

This  work  will  be  done  at  our  expense,  and  we  will  guarantee  its  being  there  as 
part  of  the  consideration  for  any  lease  which  may  be  entered  into. 

There  are  no  switching  charges  from  the  terminal  structure  onto  the  tracks  of  our 
property. 

3.  It  was  intended  that  each  of  the  buildings  should  be  put  in  perfect  repair  when 
turned  over  to  the  Government,  and  it  did  not  seem  unreasonable  to  us  that  they 
should  be  so  maintained  by  the  Government  during  its  lease. 

As  that  view,  however,  does  not  seem  to  meet  your  favor,  we  shall  be  willing  to 
agree  to  make  good  any  defects  incident  to  ordinary  wear  or  damage  by  the  elements, 
the  Government  to  be  responsible  and  to  make  good  any  damage  caused  by  careless 
use.  This,  however,  not  to  apply  to  the  machinery,  which  requires  constant  attention 
to  be  kept  in  order,  and  which  should  be  looked  after  by  your  engineer  upon  the 
premises. 

Ver>'  truly,  yours, 

Edward  J.  Stellwagen,  Prendent. 


December  22,  1906. 
The  Terminal  Storage  Company, 

J 414  F  street  NW.,  Waskington,  D,  C. 

Sirs:  The  receipt  is  acknowledged  of  your  letter  of  the  20th  instant,  addressed  to 
the  Postmaster-General,  submitting  a  tentative  proposition  in  connection  with  the 
proposed  lease  of  the  property  located  in  the  southern  portion  of  square  No.  713, 
Washington,  D.  C. 

It  is  noticed  that  the  figures  submitted  for  the  rental  of  warehouse  No.  7  have  been 
stated  as  $5,000.  In  my  first  conversation  with  your  Mr.  Fleming  I  was  given  to 
understand  that  this  warehouse  would  be  rented  at  $4,000  per  annum  after  an  addi- 
tional storv  had  been  added.  Will  you  please  state  the  n^ason,  or  reasons,  for  the 
additional '$1,000  submitted? 

It  is  also  reauested  that  you  submit  to  this  office  assurances  from  the  railroad  com- 
panies that  tnere  will  be  no  question  that  a  siding  will  be  placed  alongside  the 
Duilding  if  rented  by  the  Post-Office  Department,  and  that  there  will  be  no  switching 
charges. 

The  proposition  submitted  in  your  letter  concerning  the  repairs  is  thought  to  be 
much  too  broad;  that  is  to  say,  the  Post-Office  Department  would  be  unable  to  enter 
into  an  agreement  that  the  buildings  would  be  kept  in  repair  during  the  term  of  the 
lease  at  the  expense  and  cost  of  the  Government.  It  is  thought  that  this  part  of  the 
agreement  would  have  to  be  considerably  modified. 

I  shall  be  pleaswl  to  receive  from  you  a  further  statement  in  the  matter. 

By  direction  of  the  Postmaster-General. 

Respectfully,  M.  O.  Chaxce,  Chief  Clerh. 

F  o  A  B— 07 22 
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The  Terminal  Storage  Company, 

Washington,  D.  C,  January  7,  1907. 
Mr.  M.  O.  Chance, 

Chief  Clerk,  Po»l-Office  Department,  WathingUm,  D.  C, 
Dear  Sir:  Desiring  to  meet  the  requirements  for  additional  space  and  light,  I  beg 
to  say  that  this  company  will  put  a  thira  story  on  its  warehouse  No.  7,  so  that  there  will 
be  three  floors  available  for  use,  as  shown  in  the  plan  submitted  to  you  by  our  Mr.  Flem- 
ing on  Saturday  last. 

This  addition  to  the  building  will  be  made  without  adding  anything  to  the  annual 
rental  of  $5,000,  heretofore  named  to  you. 

Very  truly,  yours,  Edward  J.  Stellwagen,  President. 


Post-Office  Department, 
Office  op  the  Postmaster-General, 

WaMngton,  D.  C,  January  7,  1907. 
Hon.  Jesse  Overstreet, 

Chairman  Committee  on  the  Post-Office  and  Post-Roads, 

House  of  Representatives. 

Sir:  I  have  the  honor  to  invite  your  attention  to  the  conditions  at  present  existing 
in  the  various  buildings  occupied  by  the  Poet-Office  Department  in  Washington. 

The  Post-Office  Department  building  is  occupied  jointly  above  the  first  floor  by  the 
Post-Office  De^rtment  and  part  of  the  office  force  of  the  Auditor  for  tlie  Post-Oftice 
Department.  That  part  of  the  building  assigned  to  this  Department  is  crowded  to  its 
utmost  capacity,  ana  for  that  reason  it  has  been  necessary  to  rent  a  building  ff)r  office 
purposes. 

The  Busch  Building,  located  at  No.  710  E  street  N\V.,  the  building  last -above 
mentioned,  is  rented  by  the  Department.  It  contains  approximately  27,741  square 
feet. 

The  Rink  building,  located  at  611-613  E  street  N\V.,  containing  alx)ut  25,000 
squart*  feet  and  used  exclusively  by  the  division  of  supplies,  is  also 'rented  by  the 
Department.  This  building,  formerly  used  as  a  skating  rink,  is  unsuitable  for  the 
needs  of  the  division  of  supplies  and  inadequate  in  size.  Many  of  the  employees  of  the 
division  of  supplies  are  located  in  the  Busch  Building,  occupying  8,500  square  feet  of 
floor  space  in  that  building.  Furthermore,  the  Rink  building  is.  considered  unsafe. 
It  is  a  mere  shell  and  the  danger  from  fire  is  great  despite  the  many  safeguards  provided. 

The  mail-bag  repair  shop  is  located  in  a  rented  Duilding  at  Nos.  479-481  0  street 
NW.,  containing  34,000  square  feet  of  floor  space.  This  building  is  maintained  for 
the  purpose  of  receiving,  inspecting,  and  repairing  or  condemning  tne  mail  bags  which 
are  constantly  being  turned  in  y)y  the  post-offices  tJaroughout  the  country  as  damaged  or 
otherwise  temporarily  unfitted  for  use.  This  shop  also  makes  a  small  port  ion  of  the  equip- 
ment to  meet  the  emergencies  of  the  service.  There  are  over  200  employees  in  the 
mail-bag  repair  shop.  Since  1888  this  shop  has  been  located  in  its  present  quarters. 
The  bunding  was  formerly  occupied  as  a  carriage  repository.  The  buQding  is  utterly 
unsuitable  and  unsafe  for  the  purpose  for  which  it  is  used.  It  has  no  passenger  eleva- 
tors. Recently,  in  compliance  with  my  request,  an  inspection  of  this  building  was 
made  by  the  officials  of  the  District  of  Columbia.  The  reports  of  the  various  inspec- 
tors, including  the  chief  engineer  of  the  fire  department,  the  chief  inspector  and  deputy 
health  officer,  the  electrical  inspector,  and  the  computer  of  the  building  department, 
condemned  the  building  as  unsafe  and  unfit  for  occupancy.  The  department  has 
been  unable  to  move  the  mail-bag  repair  shop  from  this  building  because  the  amount 
of  money  appropriated  by  Congress  has  not  been  sufficient  to  pay  the  rent  for  any 
other  building  large  enough  for  the  purpose. 

The  mail-lock  repair  shop  is  located  in  a  building  at  No.  1422  First  street  NE.,  and 
contains  approximately  10,500  square  feet. 

It  has  long  been  my  desire  to  secure  a  building  adjacent  to  the  railroad  tracks  suitable 
for  the  mail-bag  and  mail-lock  repair  shops  and  the  division  of  supplies.  To  this  end 
a  thorough  search  has  been  made  for  such  a  building.  It  has  been  ascertained  that 
the  Terminal  Storage  Company  of  Washington,  D.  C,  is  willing  to  rent  to  this  Depart- 
ment for  a  term  of  years  the  buildings  known  as  the  Terminal  Storage  Warehouse  and 
Warehouse  No.  7,  located  at  First  and  K  streets  NE.,  remodeling  both  to  meet  the 
needs  of  the  Department.  To  do  this  it  will  be  necessary  to  remove  many  of  the  parti- 
tions now  in  place  in  the  storage  warehouse,  to  furnish  a  suitable  heating  plants  to  cut 
additional  windows  on  each  floor,  and  to  make  many  minor  changes.  It  is  proposed  to 
fwid  two  stories  to  warehouse  No.  7,  thus  making  it  a  three-story  building.  For  your 
information  and  convenience  there  are  inclosed  herewith  a  photograph  lowing  the 
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Storage  building  and  a  blueprint  showing  the  storage  building  and  warehouse  No.  7, 
and  tneir  proximity  to  the  railroad  tracks. 

The  larger  building  is  eight  stories  high  and  contains,  including  the  basement,  about 
90,000  sauare  feet.  It  is  substantially  constructed  and  is  fireproof.  The  building  is 
providea  with  one  electric  passenger  elevator  and  two  electric  freight  elevators. 
These  latter  are  so  large  as  to  be  each  capable  of  carrying  a  loaded  furniture  van. 
Warehouse  No.  7  will  contain,  when  the  two  stories  are  added,  approximately  18.660 
square  feet.  The  two  upper  floors  will  be  designed  for  use  as  offices,  the  lower  noor 
probably  for  storage  purposes. 

The  owners  of  these  buildings  have  made  a  proposition  to  this  Department  to  rent 
the  two  buildings  in  question  for  a  term  of  not  less  than  ten  years,  at  an  annual  rental 
of  $32,000—127,000  for  the  larger  building,  and  $5,000  for  the  smaller. 

An  examination  of  the  leases  of  the  four  buildings  now  rented  by  the  Department 
shows  that,  with  the  exception  of  the  building  1422  First  street  NE.,  occupied  as  a 
mail-lock  repair  shop,  each  of  said  leases  may  be  termirated  by  the  Postmaster-Gen- 
eral by  a  notice  in  writing  to  the  owners  giving  them  reasonable  notice  (thirty  days) 
of  his  intention  to  quit  the  premises.  In  the  case  of  the  building  occupied  as  a  mail- 
lock  repair  shop  the  lease  is  for  one  year,  be^nning  April  16,  19(W>,  with  tlic  privilege 
of  extending  the  lease  for  five  years.  Thus  it  appears  that  this  lease  expires  on  April 
15,  1907. 

I  believe  the  best  interests  of  the  Government  will  be  suhs'Tvofl  if  Ccmgress  will 
appropriate  a  sufficient  sum  of  money  to  permit  this  Department  to  lease  these  build- 
ings. Therefore  I  have  the  honor  to  recommend  that  there  be  includetl  in  the  bill 
making  appropriations  for  the  service  of  the  Post-Office  Department  for  the  fiscal  year 
ending  June  30,  1908,  and  for  other  purposes,  under  the  heading  "Office  of  the  Post- 
master-General," the  following  items: 

For  rent  of  suitable  buildings  for  the  use  of  the  Post-Office  Department,  includ- 
ing the  mail-bag  repair  shop,  lock  repair  shop,  and  the  division  of  supplies. .  $32. 000 
Provided^  That  the  Postmaster-General  is  authorized  in  his  discretion  to 
enter  into  a  contract  for  the  rent  of  suitable  buildings  in  the  vicinity  of  the 
railroad  tracks  for  the  use  the  Post-Office  Department  for  the  period  of  ten 
years. 

For  electric  power  and  light  and  the  repair  of  macliinery  in  said  buildinss  . .       5,  000 
For  moving  supplies,  furniture,  and  machinerv,  and  for  the  installation  ofthe 
same '. 3,  750 

If  this  appropriation  is  made,  it  is  the  intention  to  request  the  elimination  from  the 
legislative  bill  of  the  item  under  contingent  expenses  "For  gas  and  eleciric  lights, 
$1,500." 

The  present  appropriations  for  the  four  buildings  rented  by  this  Department  aggre- 
gate $26,800.  The  appropriation  herein  requested,  exclusive  of  the  amount  necessary 
for  moving  and  installation,  is  $37,000.  Deducting  from  this  the  $1,500  now  appro- 
priated forgas  and  electric  lights,  the  difference  between  the  amount  now  appropriated 
and  the  amount  requested,  the  net  increase  is  $8,700.  This  amount,  however,  does  not 
represent  an  acttial  increase,  because  the  cost  of  hauling  bv  wagons  between  the  various 
cfivisions  and  the  railroad  stations  will  be  eliminated.  Inasmuch  as  the  approximate 
<^ly  average  of  wagon  loads  from  these  divisions  is  53,  it  will  be  seen  that  this  item 
•alone  will  more  than  wipe  out  the  amount  shown.  Furthermore,  all  contracts  made 
by  the  Department  for  supplies  carry  the  stipulation  that  such  supplies  shall  be 
delivered  at  the  division  of  supplies  in  this  city.  Therefore  ccmtractors  in  making  bids 
include  the  cost  of  hauling  by  wagons  from  the  railroad  depots  to  the  division  of  sup- 
plies.    This  is  another  expense  that  will  be  avoided  . 

Briefly  stated,  this  Department  desires  to  relinauish  the  four  buildings  now  rented, 
the  appropriations  for  which  amount  to  $26,800,  ana  to  have  appropriated  in  lieu  thereof 
the  sum  ot  $32,000  for  the  rent  of  two  buildings,  the  sum  of  $5,000  for  electric  power  and 
lighting  and  for  repair  of  machinery,  and  the  sum  of  $3,750  for  moving  and  installation. 
Respectfully, 

Geo.  B.  CoRTELYor, 

Postma8ter 'General. 


Office  of  Fourth  Assistant  Postmaster-General, 

Washington,  Januarij  15,  1907. 
My  Dear  Mr.  Overstseet:  Recurring  to  the  inquiries  of  your  honorable  committee 
on  the  subject  of  shipments  of  supplies  by  mail,  and  the  authority  of  this  Bureau  for 
continuing  such  shipments  pending  the  next  mail- weighing  period,  I  send  you  here- 
with copy  of  the  opinion  of  the  Assistant  Attorney-General,  em  CKxlying  his  construction 
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of  the  intention  of  Congress  in  the  enactment  of  the  pro viHions  applicable  toBhipinente 
by  frei);ht,  as  they  appear  in  the  act  making  appropriations  for  the  servit^eof  the  Po^l- 
Office  Department  for  the  fiscal  year  ending  June  30,  1907. 

Very  truly,  yours,  P.  V.  Db  Graw, 

Fourth  Aggitftant  Pwlmaxter- Genera  I. 
Hon.  Jesse  Overstreet, 

Chairman  Committee  an  Post-Office  and  Post-Roads, 

House  of  Representatives. 


Office  of  the  Assistant  Attorney-General 

FOR  the  Post-Office  Department, 

Washington^  August  J3,  190f'*, 
Sir:  I  have  carefully  examined  the  provisions  of  the  act  making  appropriations 
for  the  service  of  the  Post-Ofiice  Department  for  the  fiscal  year  ending  June  30»  1907, 
which,  in  your  letter  of  June  29,  you  suggest  are  contradictory  of  each  other.     These 
provisions  are  as  follows: 

<•  «  *  «  \n(l  the  Postmaster-General  shall  require,  when  in  freightable  lot- 
and  whenever  practicable,  the  withdrawal  from  the  mails  of  all  postal  cards,  8tampe<l 
envelopes,  newspaper  wrappers,  empty  mail  bags,  furniture,  equipment,  and  other 
supplies  for  the  postal  service,  except  postage  stamps,  in  the  respective  weighing 
divisions  of  the  country  immediatelj'  preceding  the  weighing  period  in  said  divisions, 
and  such  pohtiil  cards,  stamped  envelopes,  newspaper  wrappers,  empty  mail  bags, 
furniture,  equipment  and  other  supplies  for  thei>08tal  service,  except  postage  stamps, 
shall  be  transmitted  by  either  freight  or  express." 

"That  hereafter  no  article,  package,  or  other  matter,  except  postage  stamiis, 
stamped  envelopes,  newspaper  wrappers,  postal  cards,  and  internal-revenue  stamps 
shall  l>e  admitted  to  the  mails  under  a  penalty  privilege,  unless  such  article,  packagiE?, 
or  other  matter,  except  iK)stage  stamps,  stamped  envelopes,  new8pa|>er  wrappers, 
postal  cards,  and  internal-revenue  stamps  would  be  entitled  to  admission  to  the  mails 
under  laws  recjuiring  the  payment  of  postage." 

The  first  of  these  provisions  is  understood  to  mean  that  whenever  practi<-able  the 
sending  by  mail  of  bulky  postal  supplies,  except  postage  stamps,  shall  cea.«e  imme- 
diately preceding  the  weighing  period,  and  that  during  said  period  and  thereafter  all 
8U(*h  supplies  shall  l)e  transported  by  freight  or  express;  while  the  second  of-  the 
provisions  quoted  subjects  official  matter,  with  the  stated  exceptions,  to  the  same 
limitations  and  conditions  as  unofficial  or  private  matter.  With  respect  to  these 
limitations,  it  is  sufficient  at  the  outset  to  say  that  the  most  important  is  the  restric- 
tion of  official  mail,  with  certain  exceptions,' to  a  weight  '*notexc»ftdingfourpoun<ls 
for  each  package  thereof,"  reserving  for  a  later  discussion  the  exact  limits  of  such 
restriction. 

To  give  the  second  of  these  provisions  full  effect  at  the  present  time,  without 
regard  to  the  first,  would  debar  from  the  mails  all  official  matter  weighing  more  than 
4  pounds,  except  such  as  is  exprev<«ly  admitted  by  the  act  of  June  8,  1896  (ch.  370, 
29  Stat.  L.,  262),  hereinafter  quoted,  and  except  postage  8tam{)8,  stamped  envelopes, 
newspaper  wrappers,  postal  cards,  and  internal-revenue  stamps.  On  the  other 
hand,  according  to  the  first  provision  quoted,  the  withdrawal  of  oflScial  matter, 
except  postage  stamps,  "when  in  freigh table  lots  and  whenever  practicable,"  is  to 
be  po.«tponed  until  ** immediately  pret^eding  the  weighing  period,  in  the  respective 
weighing  divisions  of  the  country.  It  is  therefore  my  opinion  that  the  two  provi- 
sions should  be  read  together,  and  that  the  second  should  be  considered  to  be  sub- 
ject to  such  qualifications  as  are  contained  in  the  first.  This  view  is  supported  by 
the  remarks  of  the  chairman  of  the  Committee  on  the  Post-Office  and  Post  Roads,  in 
the  House  of  Representatives  on  April  4,  1906,  who,  in  referring  to  the  first  provi- 
sion, said: 

"In  connection  with  this  same  provision  the  committee  recommend  another  pro- 
vision, which  is: 

"  'That  hereafter  no  article,  package,  or  other  matter  shall  be  admitted  to  the  mail 
under  a  penalty  privilege  unless  such  article,  package,  or  other  matter  would  be  enti- 
tled to  admission  to  the  mails  under  laws  requiring  payment  of  postage.*  " 

It  seems  to  me  evident  that  the  intent  of  Congress  was  to  require  that  immediately 
preceding  the  weighing  period  in  each  respective  weighing  district  all  official  matter, 
supplies,  etc.,  except  postage  stamps,  "when  in  freigh  table  lots  and  whenever  prac- 
ticable," should  be  withdrawn  from  the  mails  and  sent  by  freight  or  express;  and 
that  thereafter  "no  article,  package,  or  other  matter,  except  postage  stamps,  8tampe«l 
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envelopes,  newspaper  wrappers,  postal  cards,  and  internal-revenue  stamps,  shall  l>e 
admitted  to  the  mails  under  a  penalty  privilege  unless  such  articles,  package,  or 
other  matter,  except  postage  stamps,  stamped  envelooes,  newspaper  wrappers,  jSostal 
cards,  and  internal-revenue  stamps,  would  be  entitle<l  to  aamission  to  the  mails 
under  laws  rei^uiring  payment  of  postage." 

Congress  evidently  nad  in  mind  the  Toss  which  would  be  sustained  by  the  Govern- 
ment if  all  bulky  supplies  of  the  character  des(*ribed  should  be  immediately  with- 
drawn from  the  mails,  for  the  reason  that  the  rates  of  mail  pay  had  already  been 
fixed  and  were  based  in  large  measure  upon  the  presence  of  such  articles;  and  for 
the  Government  to  pay  for  such  mail  transportation  at  such  rates  and  yet  withdraw 
from  the  mails  large  c^uantities  of  bulky  matter  and  pav  freight  thereon  would  result 
in  double  compensation  for  the  same  service.  But  the  application  of  the  4-pound 
limit  to  official  matter  would  result  even  more  effectually  in  causing  the  withdrawal 
from  the  mails  of  such  supplies.  It  is  my  opinion,  therefore,  that  in  both  of  these 
provisions  Congress  desired  the  action  of' the  Department  to  be  taken  immediately 
preceding  the  weighing  periods  in  the  respective  divisions  which  would  be  affecteS 
by  such  action. 

'That  this  was  the  intent  of  Congress,  and  that  it  has  this  feature  of  the  matter  in 
mind,  is  shown  by  the  following  quotation  from  the  report «  f  the  Committee  on  the 
Post-(Jfiice  and  Post- Roads,  wherein  this  legislation  was  recommended: 

**If  the  supplies  for  the  various  Departments,  including  the  Post-Office  Department, 
should  l)e  eliminated  from  the  mail  and  transmitted  entirely  by  freight,  it  would 
certainly  result  in  economy  in  the  service,  both  in  the  reduction  in  the  weight  of 
mail  and  the  saving  of  space  in  pont-ofiice  cars.  The  gradual  elimination  of  thi^  class 
of  matter  immediately  preceding  the  various  weighing  periods  will  permit  such 
change  of  method  as  will  avoid  duplication  of  pay  both  by  railway-mail  pay  and 
freight  charges." 

It  is  clear  that  the  "gradual  elimination  of  this  class  of  matter  immediately 
preceding  the  various  weighing  i>eriods"  was  what  was  contemplated,  and  that  the 
unrestricted  application  of  the  second  provision  above  quoted  would  not  accomplish 
this  result. 

The  chairman  of  ^he  committee  spoke  at  some  length  upon  this  question,  while  the 
p<M-office  appropriation  bill  was  under  consideration  in  the  House  of  Representative, 
saying  in  part: 

***  But,  Mr.  Chairman,  if  we  should  provide  now  for  the  arbitrary  withdrawal  from  the 
mail  in  all  of  the  sections  of  the  country  of  these  em|)ty  mail  bags  and  other  supplies, 
such  action  on  our  |>art  would  increase  the  cost  to  the  Government  in  those  divisions 
where  the  weight  has  already  been  fixed  and  payment  established  under  the  law. 
Hence  by  the  provision  we  recommend  that  you  make  the  elimination  gradually, 
and  thereby  save  the  Government  the  difference  in  what  the  added  weight  of  those 
supplies  requires  in  pay  and  what  it  would  cost  in  freight  to  transmit  the  same 
thing." 

To  return  to  the  consideration  of  the  second  provision  of  law  above  quoted,  and 
the  limitations  which  it  imposes,  vour  attention  is  invited  to  the  act  of  June  8,  1896 
(chai).  :m>,  29  suit.  L.,  262),  reading  as  follows: 

"That  mailable  matter  of  the  fourth  class  shall  embrace  all  matter  not  embraced  in 
the  first,  second,  or  third  class  which  is  not  in  its  form  or  nature  liable  to  destroy, 
deface  or  otherwise  damage  the  contents  of  the  mail  liag  or  harm  the  person  of  any- 
one engaged  in  the  postal  service,  and  is  not  alx)ve  the  weight  provided  by  law,  which 
is  hereby  declareo  to  \)e  not  exceeding  four  pounds  for  each  package  thereof, 
except  in  c^ase  of  single  books  weighing  in  excess  of  that  amount,  and  except  for 
books  and  documents  published  or  circulated  by  order  of  C/ongress,  or  printed  or 
written  official  matter  emanating  from  any  of  the  Departments  of  the  Government 
or  from  the  Smithsonian  Institution,  or  which  is  not  declared  nonmailable  under 
the  provisions  of  section  thirty  eight  hundred  and  ninety  three  of  the  Revised 
Statutes  as  amended  by  the  act  of  July  twelfth,  eighteen  hundred  and  seventy  six, 
or  matter  appertaining  to  lotteries,  gift  concerts,  or  fraudulent  schemes  or  devices." 

In  respect  of  this  enactment  the  compilers  of  the  Second  Supplement  to  the  Revised 
Statutes  says: 

"This  act  is  a  reenactment,  word  for  word,  of  the  act  of  March  2,  1879,  ch.  180, 
sec.  20  (1  Supp.  R.  S.  ,247),  with  the  addition  of  the  words  *  printed  or  written'  pre- 
ceding the  words  'official  matter ;'  thus  excluding  from  the  mails  all  official  as  well 
as  private  packages  exceeding  four  i)ounds  in  weight,  other  than  printe<i  or  written 
matter." 

Whether  or  not  this  interpretation  was  correct  it  is  unnecessary  now  to  consider. 
The  official  and  contemporaneous  construction  of  the  statute,  made  by  certain  orders 
and  regulations  of  the  Postmaster-General,  was  not  in  accord  with  the  compiler's 
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view.  The  eecond  of  the  provisione  of  the  appropriation  act  lor  the  postal  service, 
first  above  quoted,  settles  this  point,  and  when  construed  with  the  act  of  June  8, 
1896,  supra,  debars  from  the  mails  all  official  matter  ''exceeding  4  pounds  for 
each  package  thereof,''  except  ''single  books  weighing  in  excess  of  that  amount,  and 
except  for  books  and  documents  published  or  circulated  by  order  of  Congress,  or 
printed  or  written  official  matter  emanating  from  any  of  the  l>epartments  of  the  Gov- 
ernment or  from  the  Smithsonian  Institution/' 

In  view  of  the  foregoing  considerations,  it  is  my  opinion  that  definite  action 
under  the  new  provisions  of  law  above  quot^  should  i)e  postponed  until  the  arri\'al 
of  the  next  weighing  period.  In  view,  however,  of  the  manifest  intention  of  Con- 
gress, as  shown  by  this  legislation,  as  well  as  by  debates  in  the  last  and  preceding 
sessions,  to  reduce  as  much  as  possible  the  quantity  of  bulky  official  matter  sent 
through  the  mails,  it  is  my  opinion  that  the  duty  rests  upon  the  Post-Office  Depart- 
ment, even  before  the  arrival  of  the  next  weighing  period,  to  eliminate  such  matter 
from  the  mail  as  far  as  may  be  practicable,  and,  within  the  limits  of  the  appropri- 
ations made  by  Congress  for  that  purpose,  to  send  such  matter  either  by  freight  or 
express.  It  is  my  understanding  tnat  for  some  years  past  the  Department  has  been 
endeavoring  to  accomplirjih  this  result,  in  pursuance  of^the  act  of  July  13,  1892  (chap. 
165,  sec.  5,  2  Supp.  R.  S.  34,  sec.  1203,  P.  L.  &  R.  of  1902),  which  authorizes  the 
Postmaster-General  to  provide  for  the  transportation  of  official  matter  **over  any 
railroad  or  express  company  whenever  he  can  do  so  at  a  saving  to  the  Government, 
and  without  detriment  to  the  public  service;"  and  Congress  has  from  time  to  time 
made  appropriations  for  this  purpose. 
Very  respectfully, 

R.  P.  Goodwin, 
Affsistanl  AUmiiey-Gerienil  for  tfie  Pott-Officf  DeparimnU 
Hon.  P.  V.  DeGraw, 

Fourth  Assistant  Postmw'ter^GenernL 


COMMITTKE   ON   THE    PoST-OfFICE   AND   PoST-RoADS, 

luenday^  Fehruary  J,  1907. 
POSTAGE  STAMP  CONTRACT. 

STATEMENT  OF  MB.  THOMAS  J.  SULIilVAN,  DIRECTOR,  ACCOM- 
PANIED  BT  MB.  JOSEPH  E.  BALPH,  ASSISTANT  DIBECTOB, 
BUBEAU  OF  ENGBAVING  AND  PBINTING. 

Mr.  Snapp.   Will  you  please  give  the  reporter  your  full  name. 

Mr.  SU1.LIVAN.  Thomas  J.  Sullivan. 

Mr.  Snapp.  And  you  are  director  of  the  Bureau  of  Engraving  and 
Printing,  a  bureau  attached  to  the  Treasury  Departments 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  How  long  have  you  been  director? 

Mr.  Sullivan.  1  have  been  director  since  the  1st  day  of  July,  190B. 

Mr.  Snapp.  Were  you  connected  with  the  Bureau  prior  to  that  time? 

Mr.  Suluvax.  I  was. 

Mr.  Snapp.  For  how  longS 

Mr.  Sullivan.  For  a  period  of  thirty-six  years. 

Mr.  Snapp.  How  long  were  you  connected  with  the  Bureau  as  assist- 
ant director? 

Mr.  Sullivan.  About  twenty-three  years. 

Mr.  Snapp.  Who  was  director  of  the  Hureau  during  the  eight  years 
prior  to  July  1,  1906 S 

Mr.  Sullivan.  Mr.  William  M.  Meredith  wasdii-ector  of  the  Bureau 
from  November,  1900,  to  that  date. 

Mr.  Snapp.  And  you  were  assistant  director  during  the  entire  time 
that  Mr.  Meredith  was  director? 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.   Who  is  your  assistant  director  at  the  present  time^ 

Mr.  Sullivan.   Mr.  Joseph  E.  Ralph. 

Mr.  Snapp.  Did  he  become  assistant  director  at  the  same  time  you 
became  director^ 

Mr.  Sullivan.  Yes;  on  the  same  day. 

Mr.  Snapp.  What  were  your  duties  as  assistant  director  under 
Director  Meredith? 

Mr.  Sullivan.  1  was  the  executive  officer  of  the  Bureau;  in  a  meas- 
ure the  manager  of  the  details  of  the  work  in  the  Bureau. 

Mr.  Snapp.  That  is,  the  real  operation  of  the  plant. 

Mr.  .Sullivan.  Yes,  sir. 

Mr.  Snapp.  Describe  in  a  few  words,  if  you  can,  the  Bureau  of 
Engraving  and  Printing. 

Mr.  Sullivan.  The  Bureau  of  Engraving  and  Printing  is  organized 
under  a  section  of  the  Revised  Statutes  of  the  I  ■  nited  States  ana  under 
an  act  of  Congress  that  was  passed  subsequent  to  the  revision,  which 
authorizes  the  Secretary  of  the  Treasury  to  print  all  of  the  securities 
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of  the  United  States  in  the  Bureau  of  Enj^i-aving  and  Printing,  and  to 
appoint  such  officers  and  employees  and  such  assistants  and  help  of  all 
kinds  as  he  may  deem  necessary  to  that  end. 

Mr.  Snaiu'.  In  other  words,  that  is  a  Bureau  where  the  dies,  rolls, 
and  plates  are  made  for  the  preparation  and  issuing  of  bonds,  notes, 
and  stamps  of  the  (xovernment? 

Mr.  ScLLiVAN.  Yes,  everything  that  is  defined  by  law  to  l>e  a 
security  or  oblioration  of  the  Tnited  States. 

Mr.  Snafp.  Irom  1900  to  1906,  were  the  postage  stamps  of  the 
Government  printed  at  the  Bureau  of  Engraving  and  Printing  f 

Mr.  Sullivax.  They  were. 

Mr.  Snapp.  During  that  time  did  3'ou  have  charge  also  of  the  oper- 
ation of  that  branch  of  the  Bureau. 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  During  the  period  that  you  were  assistant  director 
under  Mr.  Meredith  did  the  Bureau  make  an\'  reports  to  the  Secre- 
tary of  the  Treasury  as  to  the  amount  that  was  being  lost  on  its 
stamp  contracts  with  the  Post-Office  Department} 

Mr.  Sullivan.  I  do  not  recall  that  he  made  any  such  report  as  that — 
as  to  the  loss  on  the  contract. 

Mr.  Snapp.  Did  it  make  to  the  Secretary  of  the  Treasury  a  report 
showing  the  cost  of  the  postage  stamps  furnished  the  l^ost-Office 
Department  for  the  four  fiscal  years,  lH\i\K  1900,  1901,  and  1902.  over 
the  amounts  paid  for  them  by  the  Post  Office  Department  at  the  rates 
submitted  by  the  Treasury  Department,  stated  by  yeaiN. 

Mr.  Sullivan.  Very  likely  such  a  report  was  made,  although  I  do 
not  specifically  recall  it  now. 

Mr.  Snapp.  Do  you  lemember  of  assisting  in  the  preparation  of 
such  a  report  ( 

Mr.  Sullivan.  I  think  there  was  a  report  of  that  kind  made,  but  I 
only  gave  it  superficial  examination;  I  did  not  assist  in  it  materially. 

Mr.  Snapp.  Did  I  understand  you  to  say  that  as  assistant  director 
you  were  practically  the  general  manager  and  had  charge  of  operating 
department  of  the  Bureau  t 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  Could  a  report  of  that  kind  be  made  without  your 
assistance^ 

Mr.  Sullivan.  Well,  I  think  so:  yes.  The  accountant  of  the  Bureau 
would  make  such  a  report  as  that  to  the  director  of  the  Bureau,  and  I 
would  only  have  a  supervisory  direction  over  it. 

Mr.  Snapi».  To  make  that  report  it  was  necessary,  I  take  it.  to 
ascertain  the  cost  to  the  Bureau  of  producing  stamps'^ 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Could  thc^  cost  nrice  of  the  manufacture  of  stamps  of 
the  Bureau  be  ascertained  by  the  director  without  your  assistance^ 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  Then  I  understand  that  you  had,  so  far  as  you  recollect, 
nothing  to  do  with  the  preparation  of  the  estimate  of  that  cost  during 
that  four-year  period? 

Mr.  Sullivan.  No,  sir.  I  had  nothing  direct  at  all.  That  was  made 
up  by  the  accountant  of  the  Bureau. 

Mr.  Snapp.   Is  the  accountant  of  the  Bureau  under  the  director  if 

Mr.  Sullivan.  Yes,  sir. 
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Mr.  Snapp.  Also  under  the  assistant  director? 

Mr.  SuixivAN.  Well,  no;  I  should  not  sa}'  that  he  was,  directly. 
He  has  his  own  duties  to  perform. 

Mr.  SxAPP.  Is  he  bookkeeper  for  the  departments 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Does  he  keep  the  cost  accounts 

Mr.  Sullivan.  He  does. 

Mr.  Snapp.  Of  all  the  products  of  the  department? 

Mr.  Sullivan.  We  have  a  cost  account  there  that  is  stated  in  my 
annual  report,  and  has  been  in  operation .  for  a  number  of  years,  but 
it  was  based  upon  certain  rates  that  were  charged  for  the  work  when 
that  system  was  commenced,  and  those  rates  were  continued  down  as 
representing  the  cost  of  those  particular  items,  so  that  the  work  of  the 
Treasurer  of  the  United  States  representing  the  silver  certificates  and 
United  States  notes  and  that  class  of  work  was  used  as  the  balancing 
account. 

Mr.  Snapp.  Does  this  accountant  keep  the  cost  price  of  the  output 
of  the  Bureau? 

Mr.  Sullivan.  He  does,  in  the  way  that  I  have  described.  He  does 
not  keep  what  is  known  as  a  regular  cost  account — that  is,  he  has  not 
kept  that;  but  I  have,  since  I  nave  l)ecome  Director  of  the  Bureau, 
arranged  to  have,  and  am  now  arranging  to  have,  a  cost  account  kept 
that  will  represent  the  cost  of  each  item.  Heretofore,  as  I  have 
explained,  that  cost  account  was  put  in  at  the  rates  that  were  estab- 
lisfied  when  we  took  the  work  over. 

Mr.  Snapp.  Those  rates,  then,  were  not  ascertained,  but  assumed^ 

Mr.  Sullivan.  Assumed. 

Mr.  Snapp.   As  a  basi.^  of  calculation? 

Mr.  Sullivan.  That  is  right. 

Mr.  Snapp.  But  since  you  have  become  Director  you  are  instituting 
a  system  of  actual  cost  accounting? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.   When  did  vou  begin  to  do  that? 

Mr.  Sullivan.  Since  the  1st  of  July. 

Mr.  Snapp.   What  progress  have  you  made  toward  that? 

Mr.  Sullivan.  I  am  making  substantial  progress,  and  I  think  by 
the  end  of  this  year  I  will  be  able  to  report  to  the  Secretary  of  the 
Treasury  the  actual  cost  of  the  work  for  this  fiscal  year.  I  am  now 
going  over  the  work  for  the  last  fiscal  year,  ascertaining  the  actual 
cost,  item  by  item. 

Mr.  Snapp.  Then,  if  I  understand  you,  Mr.  Sullivan,  until  this  was 
done,  there  has  been  no  system  in  the  Bureau  by  which  the  actual  cost 
could  be  at^curately  asiertained. 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  And  if  I  understand  you  correctly  you  have  not  really 
perfected  that  system  yet? 

Mr.  Sullivan.  I  have  perfected  the  system,  only  I  have  not  worked 
out  any  one  year  yet. 

Mr.  Snapp.  That  is.  you  think  you  have  perfected  the  system,  but 
you  have  not  yet  ascertained  the  result? 

Mr.  Sullivan.  No,  sir.  Of  course  the  system  is  merelv  tentative, 
and  will  have  to  be  modified  as  we  go  on  and  get  experience  with  it. 

Mr.  Snapp.  Did  the  Bureau  of  Engraving  and  Printing  submit  a  bid 
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to  the  Postmaster-General  in  answer  to  a  i^equest  for  bids  for  the.  print- 
ing of  postage  stamps  for  the  Government  for  the  four  years  beginning 
February  1,  1907,  and  to  January  31,  1911? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  I  understand  that  the  Bureau  of  Engraving  and  Printing 
is  a  bureau  of  the  Treasury  Department. 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Was  this  bid  submitted  to  the  Secretary  of  the  Treasury 
or  by  the  director  of  the  Bureau^ 

Mr.  Sullivan.  It  was  submitted  by  myself  personally  to  Mr. 
Charles  H.  Keep,  the  Assistant  Secretary  of  the  Treasury,  and 
thoroughly  discussed  with  him  before  the  bid  was  submitted  to  the 
Treasury  l)epartnient. 

Mr.  Snapp.  Y"ou  did  not  quite  understand  my  question.  Was  tiie 
bid  to  the  Post-Office  Department  submitted  by  you  a8*direotor,  or  by 
the  Treasury  Department? 

Mr.  Sullivan.  Submitted  b}'  me  as  director. 

Mr.  Snapp.  Signed  by  you  individually  as  director  of  the  Bureau^ 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  I  notice  that  the  specifications  require  a  certain  bond. 
Since  the  contract  was  awarded  to  the  Bureau  have  vou  executed  a 
bond? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.   Have  they  called  upon  you  for  a  liondif 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  Have  you  ever  offered  a  bond? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  I  understand  you  to  say  that  in  answer  to  the  advertise- 
ment of  the  Post-Office  Department,  you,  as  Director,  submitted  a 
bid  which  you  delivered  to  Mr.  Keep,  of  the  Treasury  Department. 

Mr.  Sullivan.  No,  I  took  it  over  and  consulted  with  him  in  regard 
to  it  and  got  his  authority  to  make  the  bid.  I  got  the  authority  of  the 
Secretary  of  the  Treasury — he  was  Acting  Secretary  at  the  time,  and 
he  authorized  me  to  make  this  bid. 

Mr.  Snapp.  Do  you  mean  that  he  authorized  you  to  make  a  bid,  or 
that  particular  bid  that  you  submitted  to  him? 

Mr.  Sullivan.  He  authorized  me  to  make  the  particular  bid  which 
I  submitted. 

Mr.  Snapp.  Who  made  up  that  bid^ 

Mr.  Sullivan.  That  was  made  up  by  a  clerk  in  the  Bui*eau,  in  the 
accountant's  office  of  the  Bureau,  under  my  personal  direction. 

Mr.  Snapp.   Was  it  the  accountant,  or  another  clerk? 

Air.  Sullivan.  The  accountant  had  general  supervision  of  it,  but 
the  actual  work  was  done  by  another  clerk. 

Mr.  Snapp.  I  did  not  mean  the  actual  work,  the  clerical  work;  I 
don't  care  anything  about  that.  But  who  ascertained  the  l>asis  or 
made  the  final  estimate  of  the  amount  to  be  charged,  or  the  proposal 
to  be  made  for  the  Bureau  ? 

Mr.  Sullivan.  I  did. 

Mr.  Snapp.  Upon  what  was  that  based? 

Mr.  Sullivan.  Upon  the  figures  obtained  by  this  clerk  from  the 
records  of  the  Bureau. 

Mr.  Snapp.  Ascertained  entirely  from  the  records  of  the  Bureau? 
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Mr.  Sullivan.  No.  1  might  probably  explain  exactly  how  that  bid 
was  made. 

Mr.  Snapp.  If  you  will  wait  a  moment  we  will  reach  that  in  a 
more  logical  wav.  But  finally  after  it  was  made  you  submitted  it  to 
Mr.  Keep,  and  had  his  authority  for  submitting  it? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  SnaPp.  Has  your  attention  ever  been  drawn  to  a  clause  in  the 
last  appropriation  bill  for  the  service  of  the  Post  Office  Department 
reading  as  follows : 

For  manufacture  of  adhesive  postage  stamps,  special-delivery  stamps,  and  books 
of  stamps,  five  hundred  and  fifty  thousand  dollars:  Provided,  That  no  contract  for 
the  manufacture  of  adhesive  postage  stamps,  special-delivery  stamps,  or  hooks  of 
stamps  be  made  to  the  (to vern men t  or  any  Department  or  Bureau  of  the  Govern- 
ment below  the  cost  of  such  work  to  the  Government. 

Was  your  attention  drawn  to  that  provision  prior  to  the  preparation 
of  this  proposal  ? 

Mr.  bULLivAN.  Yes,  sir. 

Mr.  Snapp.  By  whom? 

Mr.  Sullivan.  I  read  the  act  myself. 

Mr.  Snapp.  Did  you  have  that  in  mind  in  preparing  the  proposal  ? 

Mr.  Sullivan.  Fully,  sir. 

Mr.  Snapp.  Did  you  afterwards,  when  you  submitted  proposals  for 
the  printing  of  stamps  and  books  of  stamps,  indicate  to  the  Post-Office 
Department  in  any  way  compliance  with  this  provision? 

Mr.  Sullivan.  I  did  in  my  letter  transmitting  the  bid  state  specifi- 
cally that  the  figures  bid  were  within  the  cost  of  the  stamps  to  the 
Bureau. 

Mr.  Snapp.  How  did  you  know  that  it  was  within  the  cost  to  the 
Government  at  the  time  the  proposal  was  submitted? 

Mr.  Sullivan.  By  a  very  careful  and  thorough  examination  of  all 
the  facts  in  the  case. 

Mr.  Snapp.  Any  examination  made  excepting  the  one  that  you  have 
indicated? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  SxAPP.  I  have  understood  you  to  say  that  3  ou  made  the  pro- 
posal based  upon  the  reports  to  you  of  the  clerk  in  the  accountant's 
department.  Now,  what  1  want  to  find  out  is,  did  you  make  any 
further  or  any  personal  examination  yourself  to  ascertain  that  fact? 

Mr.  Sullivan.  Yes,  sir;  durinjp:  the  preparation  of  the  figures  I  made 
a  personal  examination  into  the  facts.  I  sent  for  every  chief  of  divi- 
sion in  the  Bureau  and  told  them  exactly  what  was  to  be  done.  I  told 
them  that  they  must  go  over  the  ground  conscientiously  and  determine 
exactly  what  the  cost  in  their  div  isions  were,  how  many  people  would 
be  necessary  to  do  that  work,  the  amount  of  material  that  would  be 
necessary  to  do  the  work,  what  other  expense,  if  any,  they  could  pos- 
sibly determine,  and  to  give  me  a  full  report  upon  those  subjects;  and 
each  chief  of  division  did  that,  and  I  took  those  reports  and  questioned 
those  people  and  cross-questioned  them  to  develop  every  possible  item 
of  expense  which  entered  into  the  manufacture  of  those  postage  stamps. 
And,  then,  when  that  was  done,  I  determined  what  those  figures 
should  be. 

Mr.  Snapp.  After  that  had  been  done,  did  those  figures  go  to  the 
accounting  clerks  ? 
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Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  did  they  make  up  the  total,  or  the  estimated  total 
or  bid,  or  did  you  do  it  ^'^ourself  ? 

Mr.  Sullivan.  They  did. 

Mr.  Snapp.  What  I  am  trying  to  get  at  is  what  you  personally  did, 
and  not  what  you  required  others  to  do. 

Mr.  Sullivan.  I  personally  supervised  them,  but  all  of  this  informa- 
tion which  I  gathered  from  the  chiefs  of  divisions  went  to  the  a(!Count- 
ant's  office,  they  worked  it  out,  and  then  brought  it  to  me  in  the  final 
form,  and  then  those  figures  were  determined  upon. 

Mr.  Snapp.  Would  it  be  entirely  proper  to  say,  Mr.  Sullivan,  that 
you,  as  Director,  directed  certain  chiefs  of  divisions  to  prepare  the 
necessary  information  which  finally  went  to  other  clerks  or  employees 
in  the  accountant's  department,  who  made  up  the  estimate  of  cost,  and 
upon  that  information  and  estimate  you  submitted  a  bid? 

Mr.  Sullivan.  That  is  exactly  the  case. 

Mr.  Snapp.  Who  are  the  chiefs  of  the  divisions  that  you  had  ascer- 
tain these  facts? 

Mr.  Sullivan.  Mr.  John  R.  Hill,  chief  of  the  engraving  division; 
Mr.  John  B.  Murray,  chief  of  the  wetting  division:  Mr.  William  C. 
McKinney,  chief  of  the  printing  division;  Miss  Annie  E.  Beale,  chief 
of  the  examining  division;  Mr.  Crocker,  foreman  of  the  gumming 
branch;  Mrs.  Julia  Barrv,  forewoman  of  the  perforating  l)i'anch;  Mr. 
Campbell,  foreman  of  tlie  book-making  branch;  Miss  Mann,  chief  of 
the  packing  branch— although  that  is  a  very  small  branch,  and  I  don't 
know  whether  it  was  necessary  to  consult  her  very  much  because 
everybody  in  her  branch  was  charged  right  against  the  work.  She 
does  not  do  anj^thing  in  the  branch  except  pack  stamps,  and  of  course 
every  item  of  expense  was  charged  right  against  that  item;  still,  she 
was  the  forewoman  of  that  branch. 

Mr.  Snapp.  Are  there  any  others? 

Mr.  Sullivan.  Mr.  Blatchley,  chief  of  the  engineering  and  machine 
division,  and  Mr.  A.  T.  Huntington,  chief  of  loans  and  currency' 
division  for  the  counting  of  the  paper  in  the  Treasury  Department. 
I  think  tliat  is  about  all  so  far  as  I  can  remember,  but  if  I  think  of 
any  more  I  will  give  them  to  3'ou. 

Mr.  Snapp.  Just  add  them  whenever  you  think  of  them. 

Mr.  Sullivan.  Ye:s. 

Mr.  Snapp.  Did  you  give  these  different  chiefs  oral  or  written 
instructions? 

Mr.  Sullivan.  Oral  instructions;  the\"  came  to  my  room. 

Mr.  Snapp.  Separately  or  all  together? 

Mr.  Sullivan.  Separately  and  repeatedly.  I  told  them  that  they 
were  to  give  me  a  full  and  complete  statement  of  the  number  of  people, 
the  material,  ever}-  item  of  expense  involved  in  the  cost  of  postage 
stamps. 

Mr.  Snapp.  Did  the}-  report  orally  or  in  writing? 

Mr.  Sullivan.  In  writing. 

Mr.  Snapp.  To  vou  or  to  the  accountants? 

Mr.  Sullivan.  They  sent  the  reports  to  me  and  1  sent  them  to  the 
accountants'  office. 
-     Mr.  Snapp.  Have  you  those  reports  or  copies  of  them  with  you? 

Mr.  Sullivan.  No,  sir. 
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Mr.  Snapp.  Are  they  preserved  in  your  Bureau  or  by  the  Treasury 
Department. 

Mr.  Sullivan.  Preserved  in  the  Bureau. 

Mr.  Snapp.  Will  you  send  to  the  committee  copies  of  these  reports 
so  that  they  may  be  made  part  of  this  hearing? 

Mr.  Sullivan.  If  it  desires,  yes,  sir. 

Mr.  Snapp.  Do  these  reports  contain  a  list  of  the  persons  employed 
in  the  Bureau  who  would  be  dispensed  with  in  case  the  stamp  contract 
did  not  go  to  the  Bureau  ? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Why  does  it  contain  that? 

Mr.  Sullivan.  Because  in  the  event  of  the  stamp  contract  not  going 
to  the  Bureau  I  wanted  to  know  who  we  would  have  to  lay  off,  and 
necessarily  those  that  we  would  lay  otf  would  represent  the  cost  to  the 
Government. 

Mr.  Snapp.  In  what  way^  Explain  that  further;  I  do  not  under- 
stand that.  How  would  the  fact  that  certain  persons  are  laid  otT  have 
any  result  on  the  cost  to  the  Government? 

Mr.  Sullivan.  In  this  way:  I  desired  to  ascertain  the  number  of 
persons  that  were  absolutely  necessary  in  each  division  to  the  execu- 
tion of  the  postage-stamp  contract.  Now  having  ascertained  the  num- 
ber, I  wanted  to  verify  that  by  having  them  select  that  number  of 
people,  so  that  in  the  event  of  the  posSige  stamps  going  away  from 
the  Bureau,  as  seemed  probable,  those  people  would  be  the  ones  that 
would  be  laid  off. 

Mr.  Snapp.  I  understand  that  so  far;  but  I  got  the  impression  that 
you  said  that  it  had  wsome  bearing  upon  the  cost  of  the  production  of 
stamps  to  the  Government.  Explain  how  that  could  affect  at  all  the 
cost. 

Mr.  Sullivan.  If  I  ascertained  the  number  of  people  that  are 
necessary  to  execute  the  postage-stamp  contract  in  the  different  divi- 
sions, that  represents  the  cost  of  the  labor.  If  the  chief  of  a  division 
says  that  she  nas  need  of  so  many  men  at  so  much  and  so  many  women 
at  so  much,  and  going  on  down,  then  I  wanted  her  to  verify  and  prove 
that  by  selecting  the  people  that  would  go  in  the  event  the  postage- 
stamp  contract  was  taken  away  from  the  Bureau. 

Mr.  Snapp.  You  arrive  at  that  by  a  process  of  elimination? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  That  is,  you  determined  how  many>  and  who,  would  be 
eliminated  in  case  the  contract  went  outside? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  you  then  calculate  the  labor  cost  of  the  contract, 
based  upon  the  number  who  would  be  eliminated,  and  their  compensa- 
tion? 

Mr.  Sullivan.  Precisely. 

Mr.  Snapp.  Mr.  Hill,  as  I  remember  it,  is  the  chief  in  charge  of  the 
engraving  division  ? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Did  he  make  up  a  report  to  you  of  the  actual  cost  to  the 
Government  in  his  department  in  tne  execution  of  his  part? 

Mr.  Sullivan.  He  did  on  that  basis  of  the  number  of  persons  in 
his  department  who  would  be  dispensed  with  in  the  event  tne  postage 
stamps  being  eliminated  from  the  Bureau  work. 
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Mr.  Snapp.  Now,  Mr.  Sullivan,  that  might  be  construed  more  than 
one  way.  Do  you  mean  the  number  who  would  be  dispensed  with,  or 
do  you  mean  Ihe  number  of  men  actually  necessary  and  employed 
upon  this  contract? 

Mr.  Sullivan.  I  mean  the  number  of  men  who  could  be  dispensed 
with,  taking  the  Bureau  as  a  going  concern  and  spending  so  much 
money — how  many  men  out  of  Mr.  Hill's  division  would  be  eliminated 
from  his  division  if  the  postage  stamps  were  taken  from  the  Bureau, 
and  that  represents  the  cost  to  the  Bureau  of  the  postage  stamps  in  that 
division. 

Mr.  Snapp.  Your  Bureau  is  a  growing  concern,  is  it  not? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Requiring  an  increase  of  force  from  time  to  time? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Has  any  recommendation  that  you  know  of  been  made 
by  the  Secretary  of  the  Treasury  or  anyone  else  toward  a  Coneres- 
sional  appropriation  for  the  enlargement  of  that  plant  or  the  building 
of  a  new  one? 

Mr.  Sullivan.  Yes,  sir;  there  has  been  such  a  recommendation. 

Mr.  Snapp.  Do  you  remember  the  amount  of  monej"  that  was 
recommended  ? 

Mr.  Sullivan.  There  has  not  been  any  money  recommended;  that 
has  not  been  ascertained.  It  is  only  the  general  recommendation  for 
a  new  building  for  the  Bureau. 

Mr.  Snapp.  It  is  entirely  proper  to  assert  then,  is  it  not,  that  the 
quarters  and  buildings  now  occupied  by  the  Bureau  are  not  considered 
large  enough  for  the  expanding  business  of  the  Governments 

Mr.  Sullivan.  Not  for  the  present  business. 

Mr.  Snapp.  And  that  the  expansion  of  the  business  requires  also 
from  time  to  time  an  additional  force.  What  I  want  to  get  at  is  this: 
You  say  that  by  a  process  of  eliminating  the  employees  whose  services 
would  not  be  required  if  the  stamp  conti-act  should  go  to  another 
contractor,  you  ascertain  the  cost  in  that  department? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Do  you  mean  to  eliminate  only  those  who  could  not  be 
given  other  work  in  the  department,  or  do  you  mean  that  an  elimi- 
nation from  that  department  of  every  man  and  employee  upon  this 
contract  brings  about  your  estimate  oif  cost  in  that  department? 

Mr.  Sullivan.  Those  that  were  needed  on  that  contract;  those 
whose  services  would  be  dispensed  with  if  the  postage  stamps  were 
taken  away. 

Mr.  Snapp.  But  the}-  might  be  given  work  in  that  department  or 
other  branches  of  Government  work,  might  they  not? 

Mr.  Sullivan.  If  there  was  other  work  there  for  them  to  do. 

Mr.  Snapp.  There  is  always  a  demand  for  additional  men,  is  there 
not,  in  that  department? 

Mr.  Sl^llivan.  No. 

Mr.  Snapp.  Is  that  department  working  overtime? 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  All  the  time? 

Mr.  Sullivan.  No,  not  all  the  time,  but  occasionally. 

Mr.  Snapp.  What  portion  of  the  time  are  they  working  overtime? 

Mr.  Sullivan.  I  could  hardly  give  you  that;  it  is  spasmodic. 
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Mr.  Snapp.  Is  that  because  the  facilities  of  the  building  do  not 
permit  the  employment  of  enough  men  if  you  could  obtain  them  to  do 
the  work  without  working  overtime  if 

Mr.  Sullivan.  No,  I  think  not  altogether.  It  is  because  of  the 
spasmodic  nature  of  the  orders.  The  orders  from  national  banks  will 
come  in  very  mpidly  at  a  certain  time,  and  we  have  got  to  get  the 
work  done.  It  is  necessary  to  work  the  department  overtime  in  order 
to  get  that  work  out.  Then  after  we  get  those  orders  done  we  come 
down  to  the  natural  and  regular  hours  again. 

Mr.  Snapp.  Thon  it  may  always  be  necessary  at  certain  periods  to 
work  overtime,  regardles.^  of  your  facilities  aod  the  number  of  men? 

Mr.  Sullivan,   les,  sir. 

Mr.  Snapp.  Did  vou  make  any  investi^tions  yourself  to  ascertain 
the  correctness  of  tte  reports  of  these  chiefs  of  divisions  to  you? 

Mr.  Sullivan.  Yes;  1  went  over  it  with  them  carefully,  and'l  reached 
the  conclusion  that  they  were  correct. 

Mr.  Snapp.  You  went  over  it  with  them  after  they  had  gone  over 
them  and  reported  to  j^ou  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Where  is  the  paper  obtained  upon  which  stamps  are 
printed. 

Mr.  Sullivan.  It  is  made  at  Mechanic  Falls,  Me.,  now  by  the  Pull- 
man Paper  Company. 

Mr.  Snapp.  To  whom  is  it  consigned^ 

Mr.  Sullivan.  To  the  Secretary  of  the  Treasury,  care  of  the 
division  of  loans  and  currenc\\ 

Mr.  Snapp.  And  issued  by  them  to  your  Bureau? 

Mr.  Sullivan.  Yes,  sir.  . 

Mr.  Snapp.   B\'  whom  is  it  counted  and  issued? 

Mr.  Sullivan.  By  the  counters  in  what  is  known  as  the  paper 
room  in  the  Treasury  Department. 

Mr.  Snapp.  And  did  you  rely  entirely  upon  their  estimate  as  to 
the  cost  of  doing  that? 

Mr.  Sullivan.  Yes,  sir;  I  made  a  request  on  the  chief  of  the 
division  of  loans  and  currency  to  repoil  the  number  of  counters  that 
would  be  eliminated  from  his  service  if  the  counting  of  postage-stamp 
paper  was  discontinued,  and  he  made  that  report. 

Mr.  Snapp.  Who  has  charge  of  the  bui Iding occupied  bj-  the  Bureau; 
is  it  under  the  Director? 

Mr.  SuLLrv  AN.  No,  the  captain  of  the  watch  is  held  responsible  for 
the  building;  for  the  proper  care  and  control  of  the  building. 

Mr.  Snapp.  How  much  space  is  occupied  by  the  stamp  manufacturing 
department  i 

\lr.  Sullivan.  The  work  of  the  engraving  division  is  done  in  that 
division  without  any  separation  of  the  work  upon  the  stamps  from  the 
other  work. 

Mr.  Snapp.  Do  you  mean  that  the  engraving  of  the  dies,  rolls,  and 
plates  for  the  printing  of  stamps  is  done  in  the  same  division  where 
they  are  made  for  the  printing  of  other  securities  of  the  Government? 

Mr.  Sullivan.  Yes,  sir.  The  work  of  the  wetting  room  was,  until 
recently,  done  in  the  same  way.  Recently  I  gave  them  an  additional 
room,  and  at  that  time  I  took  occasion  to  prove  up  the  accuracy  of  the 
figures  that  the  chief  of  the  wetting  division  gave  me.     In  this  room  I 


352  POST-OFFICE   APPROPRIATION    BILL. 

put  the  number  of  people  that  he  estimated  as  necessary  to  the  work 
upon  the  postage  stamps  in  that  room  alone,  and  they  handled  the 
postage  stamps  with  some  other  additional  work — very  little  other 
additional  work — and  I  found  that  his  estimate  worked  out  correctly. 

Mr.  Snapp.  Let  us  go  back  to  this  other  division.  What  part  of  the 
space  occupied  by  the  engraving  division  is  devoted  to  this  stamp 
contract? 

Mr.  Sullivan.  There  is  not  any  specific  space  devoted  to  it  at  all. 

Mr.  Snapp.  What  per  cent  of  all  the  space  can  be  properly  charged 
to  this  contract? 

Mr.  SuLLivAX.  I  haye  never  looked  at  it  from  that  point  of  view. 

Mr.  Snapp.  Was  any  of  the  space  so  charged;  was  any  of  the  space 
in  the  entire  building  necessary  and  used  for  the  execution  of  this  con- 
tract charged  up  to  the  expense  of  the  contract  ? 

Mr.  SuLLiVAX.  I  have  no  way  of  charging  an  expense  account  in 
that  way. 

Mr.  Snapp.  Did  you  ascertain  the  per  cent  of  space  made  neces>ary 
by  the  execution  of  this  stamp  contract  of  the  entire  building  occupi^ 
by  your  Bureau? 

Mr.  Sullivan.  As  the  space  did  not  involve  dollars  and  cents,  it 
was  not  included  in  the  cost. 

Mr.  Snapp.  Then,  in  making  up  the  cost  to  the  Government  of  the 
manufacture  of  postage  stamps  before  you  made  this  proposal,  did 
you  include  any  item  of  cost  for  space  in  the  building? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  Then,  as  1  understand  you,  really  all  you  know  in 
regard  to  the  cost  in  the  engraving  division  is  obtained  from  Mr. 
Hill's  report  to  you. 

Mr.  Sullivan.  Yes,  sir. 

Mr,  Snapp.  And  your  estimate  is  bast-d  entirely  upon  that? 

Mr.  Sullivan.  Y'es,  sir. 

Mr.  Snapp.  How  do  you,  or  does  your  department,  store  the  dies, 
rolls,  and  plates  used  in  the  manufacture  of  stamps? 

Mr.  Sullivan.  They  are  stored  in  the  vault  that  is  used  for  the 
securities  of  the  United  States,  known  as  the  miscellaneous  vault. 

Mr.  Snapp.  That  is,  they  arc  stored  with  other  dies,  rolls,  and 
plates  used  in  the  printing  of  what  you  would  call  currency  and  money 
of  the  (Tovernment,  and  not  separated? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  In  making  up  your  estimate  of  cost  of  this  contract 
for  the  manufacture  of  stamps,  did  you  estimate  as  a  part  of  that  cost 
any  part  of  the  value  of  those  storage  vaults  or  the  space  occupied  by 
them  as  a  part  of  the  building  occupied  by  the  Bureau? 

Mr.  Sullivan.  No,  sir;  they  were  there. 

Mr.  Snapp.  Has  the  Government  recently  constructed  a  large  and 
expensive  vault  for  that  purpose  ? 

Mr.  Sullivan.  Not  very  recentl3\ 

Mr.  Snapp.  Within  how  long  a  time? 

Mr.  Sullivan.  Five  or  six  years  ago. 

Mr.  Snapp.  Is  it  true  to  say  that  it  is  large  and  expensive? 

Mr.  Sullivan.  It  is. 

Mr.  Snapp.  Do  vou  know  what  it  cost? 

Mr.  Sullivan.  ?k)mething  like  $^),0()().  That  was  all  necessary  for 
the  work  of  the  Government,  absoluteh^  necessary  for  the  work  of  the 
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Government,  and  not  one  dollar  less  would  have  been  expended  if  the 
postage  stamps  had  been  omitted.  So  that  expense  was  absolutely  a 
necessary  expense,  and  that  is  the  basis  on  which  this  entire  estimate 
was  made. 

Mr.  Snapp.  I  am  not  arguing  that;  I  am  trying  to  ascei*tain  the 
facts.  As  a  matter  of  fact,  you  did  not  estimate  in  making,  up  the 
cost  to  the  Government  any  part  of  the  space  occupied  by  this  contract 
in  the  building  or  in  the  vaults  or  in  the  storerooms  necessarx^  for  the 
storage  of  stamps. 

Mr.  SuLLiVAX.  No,  sir,  for  the  reason  that  they  were  all  facilities 
of  the  Government  there  that  would  not  have  been  reduced  if  the 
stamp  contract  had  not  come  to  us. 

Mr.  Snapp.  Is  it  not  a  fact  that  if  the  stamp  contract  should  be  taken 
from  that  Bureau  that  you  would  have  immediate  demand  and  use  for 
all  the  space  now  occupied  by  the  stamps  and  more,  too? 

Mr.  Sullivan.  And  move,  too,  yes,  sir;  but  that  does  not  cost  the 
Government  anything  so  far  as 

Mr.  Snapp.  That  is  a  matter  of  argument,  as  1  say.  Where  was 
the  machinery  obtained  to  perform  this  contract  i 

Mr.  Sullivan.  It  was  obtained  in  1894  from  various  tirms. 

Mr.  Snapp.  What  does  it  consist  of  ^ 

Mr.  Sullivan.  It  consists  of  16  power  printing  presses,  8  gum 
ming  machines,  perforating  machines,  stitching  machines— I  think 
that  about  covers  it—  and  other  machinery  incident  thereto. 

Mr.  Snapp.  Are  they  hand  or  power  machines f 

Mr.  Sullivan.  All  the  machinery  that  enters  into  the  making  of 
postage  sbimps  is  power  machinery. 

Mr.  Snapp.  From  where  do  they  derive  the  powers 

Mr.  Sullivan.    From  the  main  power  room  of  the  Bureau. 

Mr.  Snapp.   Is  that  steam  or  electricity  ? 

Mr.  Sullivan.  Electricity. 

Mr.  Snapp.  Manufactured  in  the  building? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Hy  steam? 

Mr.  Sullivan.  Of  course;  the  origin  is  the  steam. 

Mr.  Snapp.  That  is,  you  have  ordinary  boilers,  dynamos,  and 
everything  else  for  the  manufacture  of  electricity? 

Mr.  Sullivan.  Yes,  sir;  engines,  and  so  forth. 

Mr.  Snapp.  Is  it  conveyed  to  these  machines  bv  shafting? 

Mr.  Sullivan.   By  wires;  direct  motors  to  each  machine. 

Mr.  Snapp.  Did  you  estimate,  or  did  anyone  estimate,  as  a  part  of 
the  cost  to  the  Government  of  manufacturing  these  stamps,  anything 
for  the  iiiee  of  or  production  of  power? 

Mr.  Sullivan.  Yes,  sir;  the  chief  of  the  engineering  and  machine 
division  estimated  the  cost  of  the  power. 

Mr.  Snapp.  Will  you  explain  why  you  did  that,  but  estimated  no 
part  of  the  building  and  the  space  occupied  in  connection  with  this 
contract  either  in  the  building  or  the  vaults? 

Mr.  Sullivan.  Because  in  the  matter  of  vaults,  as  I  say,  they  cost 
some  $4:0,()()0,  yet  that  expenditure  would  have  been  absolutely  neces- 
sary whether  the  postage  stamps  were  there  or  not.  The  space  was 
there,  and  in  like  manner  there  was  no  direct  cost. 

But  in  the  matter  of  power  there  was  a  direct  outlay  for  that  and 
of  course  if  we  were  not  running  those  machines  that  power  would 
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be  reduced  to  that  extent;  and  to  the  extent  that  it  was  reduced,  or 
would  have  been  reduced,  we  estimated  the  cost. 

Mr.  Snapp.  Is  it  not  equally  true  that  your  power  plant  would  he 
necessaiT  to  the  running  of  the  other  branches  of  the  Department? 

Mr.  Sullivan.  The  power  plant  itself;  yes,  sir.  We  did  not  charge 
anything  against  the  first  cost  of  the  power  plant,  but  the  power  that 
we  produce  from  day  to  day  will  vary  by  the  work  we  do,  and,  there- 
fore, as  that  varies  from  day  to  day,  if  all  of  the  machinery  were  out 
to-njorrow%  that  would  fall  down;  so  we  charged  that  cost. 

Mr.  Snapp.  Did  you  charge  up  toward  the  cost  of  this  contract  its 
proportionate  cost  of  the  entire  power  plant,  or  did  you  charge  as  a 
part  of  the  cost  of  this  contract  so  much  per  volt,  or  some  other  unit? 

Mr.  Sullivan.  The  proportionate  cost  of  producing  the  current 
from  day  to  day. 

Mr.  Snapp.  That  is,  vou  charged  as  a  cost  in  this  contract  its  pro- 
portion of  the  cost  of  all  the  power  produced  by  this  plant? 

Mr.  Sullivan.  Yes,  sir;  all  the  power. 

Mr.  Snapp.   What  per  cent  of  the  whole  was  that^ 

Mr.  Sullivan.  I  can  not  state  that  from  memory. 

Mr.  Snapp.  How  was  that  ascertained^ 

Mr.  Sullivan.  By  carefully  going  over  the  cost  of  the  plant. 

Mr.  Snapp.  Then  have  you  no  further  explanation  of  the  reason 
why  you  did  not  ascertain  in  the  same  way  what  proportion  of  the 
entire  ])uilding  was  occupied  by  this  contract  and  apportion  its  cost  also 
in  the  same  way  'i 

Mr.  SijLLiVAN.  No:  because  there  would  be  no  diminution  in  the 
expenditures  of  the  Bureau  by  reason  of  the  space  occupied. 

Mr.  Snapp.  Let  me  call  your  attention  to  a  clause  in  the  specifica- 
tions on  page  7,  item  Ko.  30: 

The  rontractor  shnll  furnish  without  cost  to  the  (lovernment  suitable  office  room, 
properly  furnished  and  heated,  which  may  be  required  to  be  connected  and  directly 
communicating  with  the  premises  upon  which  the  postage  stamps  and  books  of  stamps 
are  manufactured,  with  adeouate  janitor  service,  for  the  use  of  the  representative  of 
the  Department  and  his  clerks  in  the  transaction  of  their  business.  The  contractor 
may  also  l)€  required  to  furnish  without  charge  suitable  and  proper  furnished  roonl^ 
of  rea8onal)le  temperature  for  the  use  of  the  Poat-Office  Department  in  registering  and 
mailing  packages  of  postage  stamt)s  and  stamp  lx)oks. 

Do  1  understand  you  to  say  that  there  was  nothing  estimated  in  mak- 
ing up  the  cost  price  of  this  contract  for  the  space  required  for  that 
purpose  ( 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Item  No.  H4: 

The  contractor  will  In*  required  to  manufacture  the  postage  stamps  and  books  of 
stami)s  in  a  strictly  first-class  building,  which  shall  contain  a  fireproof  fiwrage  room 
fitted  with  fire  arid  burglar  proof  door,  and  of  sufficient  capacity  for  the  storage  of 
not  less  than  800.000,000  ordinary  and  postage-due  stamps,  1,300,000  special-delivery 
stamps,  and  1,100,000  12-stamp  hooks,  300,000  24-stamp  bookstand  100,000  4S-stami» 
books,  and  said  building  to  l)e  subject  to  the  approval  of  the  Postmaster-General. 

Item  No.  35: 

The  bidder  will  be  required  to  describe  in  his  proposal  the  butldiug  in  which  he 
proposes  to  manufactui-ethe  postage  stamps  and  l>ooks  of  stamps,  stating  the  amount 
of  space  to  be  used  for  that  jmrpose;  or,  if  he  intends  to  erect  a  buildmg,  that  fai^t 
must  ba  stated.  Preliminary  to  an  award,  any  bidder  may  he  required  to  submit 
plans  of  the  building  .in  which  he  proposes  to  manufacture  the  postage  stamps  and 
books  of  stamps  if  awarded  the  contract,  and,  if  the  Department  bo  desires,  to  affortl 
its  representatives  an  opportunity  of  making  an  inspection  of  the  premises. 
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The  contractor  must  provide  at  his  expense  a  night  watchinan,  and  the  building 
must  be  policed  or  guarded  at  all  hours  of  the  day  and  night  in  such  manner  as  the 
Department  may  require. 

In  making  up  your  estimate  of  coHt  to  the  Government  of  performing 
this  contract  did  you  estimate  anything  for  the  item  of  space,  of  heat, 
of  light,  of  janitor  and  police  serviced 

Mr.  Sullivan.  We  did  of  heat  and  light,  but  nothing  for  space  or 
janitor  service,  or  anything  of  that  kind. 

Mr.  SxAPP.  Or  any  watchman  or  vault  room. 

Mr.  Sullivan.  No,  sir. 

Mr.  SxAPP.  How  did  you  look  upon  these  specitications? 

Mr.  Sullivan.  I  looked  upon  those  specitications  as  being  prepared 
more  for  the  guidance  of  private  bidders  than  for  the  Bureau  of 
Engraving  and  Printing,  for  the  reason  that  the  Bureau  was  executing 
these  stamps  to  the  satisfaction  of  the  Post-Office  Department  in  the 
space  and  in  the  building  that  they  had  been  executing:  thotn  for  some 
twelve  years,  and  that  therefore  it  was  assumed  that  the  building  and 
the  space  and  everything  connected  with  those  matter.:*  weie  satisfac- 
tory to  the  Post-dffice  Department,  and  if  they  desired  to  continue 
the  work  of  manufacturing  the  stamps  there,  it  would  continue  as  it 
had  been  done.  When  we  first  took  over  the  matter  of  making  these 
stamps,  there  was  an  office  for  the  postage-stamp  agency.  That  office 
was  found  not  to  be  sufficient  for  the  aj^ent,  and  ne  went  off  and  rented 
a  building  on  F  street  costing  $600.  That  was  an  item  of  cost  against 
the  work.  But  Congress  knocked  that  item  out  aJjout  a  year  or  two 
ago,  and  of  course  there  was  no  longer  any  item  for  an  office  for  the 
superintendent,  and  we  had  nothing  to  do  with  that  at  all. 

Mr.  Snapp.  Would  it  be  proper,  then,  to  sav,  Mr.  Sullivan,  that  you 
naturally  concluded  that  the  requirements  of  tliese  specitications  should 
not  be  as  rigidly  enforced  if  a  contract  was  to  be  executed  by  the 
Government  Bureau  of  Engraving  and  Printing? 

Mr.  Sullivan.  My  idea  was  that  they  would  be  rigidly  enforced 
against  the  Bureau  wherever  they  applied  to  the  Bureau,  but  where 
the  application  was  manifestly  not  intended  for  the  Burwiu  they 
would  not  be  enforced. 

Mr.  Snapp.  Take  thi^  instance— item  No.  47  of  the  specifications: 

No  other  work  than  the  manufacture  of  poHta^  stamps  and  books  of  stain p8  shall 
be  conducted  in  the  apartments  used  for  that  purpose. 

Is  there  anything  else,  anv  other  business  conducted  in  the  apart- 
ments used  for  that  purpose? 

Mr.  Sullivan.  Yes,  sir;  there  is.  That  was  one  of  the  cases  where 
manifestly  the  specitications  would  not  be  enforced  against  the  Bureau, 
for  the  reason  that  it  had  been  done  in  that  wa}^  for  twelve  years  past. 

Mr.  Snapp.  What  other  requirement  in  the  specifications,  do  you 
think,  would  not  be  enforced  as  against  the  Bureau? 

Mr.  Sullivan.  Manifestly  the  bond  specification:  the  requirement 
of  a  bond  would  not  be,  be(;ause  it  had  not  been  during  the  past 
twelve  years.  And  that  illustrates  the  character  of  the  specifications 
which  I  assume  would  not  be  rigidly  enforced.  But  all  others,  where 
the  Bureau  was  responsible  as  to  the  character  of  work  and  the  respon- 
sibility for  it  and  the  accounting  of  it,  every  item  that  was  material 
in  the  agreement  between  the  Secretary  of  the  Treasury  and  the  Post- 
master-General would  be  rigidly  enforced  against  the  Bureau. 
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Mr.  SxAPP.  Would  it  be  fair  to  saj',  then,  that  you  estimated  that, 
by  the  not  too  strict  enforcement  of  some  of  these  provisions,  the 
Bureau  could  afford  to  shape  its  bid  based  somewhat  upon  that  fact, 
and  that  the  Government  or  its  Bureau  could  manufacture  stamps 
under  that  contract  cheaper  on  that  account? 

Mr.  Sullivan.  Undoubtedly. 

Mr.  Snapp.  Then,  Mr.  Sullivan,  that,  of  course,  brings  us  to  this 
conclusion:  That  the  purpose  of  the  Post-OfKce  Department  in  issuing 
these  specifications  to  the  general  public  and  seeking  proposals  for  the 
execution  of  this  contract  were  thwarted  in  their  purpose  by  a  proposal 
made  up  in  this  wa^^—that  is,  outside  contractors  who,  in  good  faith, 
bid  for  this  contract  must  necessarily  get  the  worst  of  it.  Isn't  that 
so? 

Mr.  Sltllivan.  That  would  not  apply  to  the  American  Bank  Note 
Company,  where  they  have  the  buildings  and  affairs  shaped  up? 

Mr.  Snapp.  You  hardl}'  mean  that,  do  you?  Certain  space  in  any 
building  would  be  necessary  for  the  execution  of  this  contract,  would 
it  not? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  in  estimating  the  actual  cost  of  a  business,  the 
capital  invested  in  it  should  be  taken  into  consideration,  should  it  not? 

Mr.  Sullivan.  Oh,  yes;  in  a  private  concern  that  would  be  necessary. 

Mr.  Snapp.  You  bid  as  Director  of  this  Bureau  on  this  contmct 
under  public  specifications  that  were  open  to  all  alike,  and  in  sub- 
mitting that  bia  did  you  stand  in  anv  other  position  to  the  Post-OflSce 
Department  than  an  individual  stood  ^ 

Mr.  Sullivan.  I  think  so.  I  think  that  inasmuch  as  it  was  a 
bureau  or  branch  of  the  Government  service,  and  it  could  execute  the 
work  of  the  Government  for  that  amount  of  money,  that  it  was  proper 
to  submit  that  bid  in  that  way  and  give  the  Government  the  advantage 
of  the  outlay  that  the  Government  was  making  for  other  purposes. 

Mr.  Snapp.  Did  you  report  to  the  Postmaster-General,  or  anyone, 
that  if  the  contract  was  not  executed  by  your  Bureau  it  would  result 
in  the  loss  of  the  amount  of  money  invested  in  the  machinery  used  in 
producing  stamps? 

Mr.  Sullivan.  I  made  that  statenient  before  the  committee  who 
opened  the  bids. 

Mr.  Snapp.  Were  you  present  at  any  time  when  there  was  a  consul- 
tation between  the  Postmaster-General  and  other  officers  of  the 
Department  over  this  matter? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  You  were  present,  however,  at  the  time  the  bids  were 
opened  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  you  there  made  a  statement  that  the  max^hiner^' 
used  by  the  Government  for  this  purpose  would  be  lost? 

Mr.  Sullivan.  I  did  not  make  it  at  the  time  the  bids  were  opened, 
but  subsequently  when  the  committee  who  opened  the  bids  were  con- 
sidering the  matter;  and  before  they  made  their  report  to  the  Post- 
master-General I  appeared  before  them  and  made  that  statement. 

Mr.  Snapp.   What  did  you  estimate  the  loss  to  be? 

Mr.  Sullivan.  $150,000. 

Mr.  Snapp.  Is  that  the  value  of  the  machinery  and  appliances  now, 
or  was  it  the  cost  price  paid  by  the  Government? 
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Mr.  Sullivan.  The  value  now;  I  think  a  very  close  estimate  of  the 
present  value  of  that  machinery. 

Mr.  Snapp.  Was  that  estimate  made  at  the  time  that  this  proposal 
was  being  prepared? 

Mr.  Sullivan.  No,  sir;  there  was  no  estimat-e  made  at  all.  It  was 
my  own  individual  judgment  as  to  the  value  of  the  machinery. 

Mr.  Snapp.  In  making  up  your  proposal  to  ascertain  the  cost  of 
performing  this  contract,  did  you  estimate  as  a  part  of  that  cost  the 
capital  invested  in  this  machinery^ 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  You  just  assumed  that,  like  the  building,  as  being  on 
hand  and  necessary  for  the  Government;  or  the  Government  had  it 
now,  and  because  it  did  not  require  an  expenditure  of  new  money 
therefore  it  was  excluded  from  the  calculation  if 

Mr.  Sullivan.  Yes,  sir;  that  is,  the  costof  operating  alone  was  con- 
sidered; but  of  course,  on  the  other  hand,  it  would  be  a  dead  loss  to  the 
Governmont  if  it  was  not  used. 

Mr.  Snapp.  Under  what  principle  of  accounting  did  you  exclude  the 
cost  and  value  of  the  machinery  m  the  first  estimate,  and  then  reckon 
it  as  a  dead  loss  to  the  Government  on  the  other  side  of  the  account  < 
I  understand  that  you  did  not  estimate  this  in  making  up  your  account 
as  an  item  of  cost  to  the  Government. 

Mr.  Sullivan.  No. 

Mr.  Snapp.  Then  why  do  you  estimate  it  on  the  other  side  as  a  loss 
to  the  Government  if  you  lose  the  contract? 

Mr.  Sullivan.  I  didn't  estimate  it  as  a  direct  loss  to  the  Govern- 
ment in  money,  but  I  said  to  the  committee  that  the  Government 
would  have  to  throw  away  machinery  which  was  worth  $150,000.  I 
did  not  at  any  point  bring  it  in  as  an  estimate  of  cost.  I  stated  to  the 
committee  what  I  considered  to  be  a  fact,  that  if  that  machinery  was 
thrown  aw^av  it  would  not  be  a  loss  to  the  Government  as  an  outlay,  or 
no  part  of  the  cost  of  the  stamps  as  an  outlay;  but  there  is  the  machin- 
eiT,  and  if  it  was  disused  it  was  throwing  away  $150,000  worth  of 
magnificent  machinery,  the  finest,  probably,  in  the  world. 

Mr.  Snapp.  Why  do  you  sa\^  it  w^ould  be  an  entire  loss  to  the  Gov- 
ernment, if  that  is  true? 

Mr.  Sullivan.  I  did  not  say  that  it  was  an  entire  loss  to  the  Gov- 
ernment, but  I  say  it  would  be  thrown  away. 

Mr.  Snapp.  Is  is  not  a  fact,  Mr.  Sullivan,  that  in  finally  determin- 
ing to  award  this  contract  to  the  Bureau  of  Engraving  and  Printing 
upon  their  bids,  considerably  higher  than  that  of  the  American  Bank 
Note  Company,  there  was  taken  into  consideration  the  statement  that 
this  $150,000  worth  of  machinery  would  be  a  loss  to  the  Government? 

Mr.  Sullivan.  I  don't  know  whether  they  took  it  into  consider- 
ation at  all. 

Mr.  Snapp.  Did  you  ( 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  Did  you  urge  it? 

Mr.  Sullivan,  t  stated  it  as  a  fact  for  the  consideration  of  the 
committee  in  reaching  a  conclusion.  I  stated  to  them  that  the  Bureau 
of  Engraving  and  Printing  had  the  finest  plant  for  the  manufacture 
of  postage  stamps  in  existence;  that  that  plant  was,  in  my  judgment, 
as  it  stood,  worth  $150,000,  and  that  if  the  stamps  went  away  from 
the  Bureau,  that  plant  would  be  useless. 
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Mr.  Snapp.  You  stated,  I  have  no  doubt,  to  the  Department  those 
facts  in  that  way  and  to  that  extent  to  show  that  this  should  be 
included  with  the  cost  to  the  Government  in  executing  this  contract. 

Mr.  Sullivan.  No,  I  did  not  take  that  into  consideration  at  all,  and 
it  was  not  stated  there  at  an}^  time  in  connection  with  the  cost,  and  it 
does  not  enter  into  it. 

Mr.  Snapp.  You  undoubtedly  meant  it  as  an  argument  in  fav^or  of 
the  allowance  of  this  contract  to  the  Bureau  of  Engraving  and  Print- 
ing upon  a  bid  much  higher  tian  that  of  its  competitor. 

Mr.  Sullivan.  Yes;  but  it  would  not  become  an  element  of  expense 
of  the  Government  unless  the  bid  was  rejected.  Of  course,  if  the  bid 
was  accepted  it  would  not  become  an  element  of  expense,  and  would 
only  become  so  in  the  event  of  the  bid  being  rejected. 

Mr.  Snapp.  As  I  understand  it,  you  do  not  know  of  your  own 
knowledge  whether  in  the  engraving  division  an  estimate  was  made 
for  the  following  services— for  artist  and  photographer— do  you  if 

Mr.  Sullivan.  I  do  know  of  my  own  knowledge  that  no  such  esti- 
mate was  made. 

Mr.  Snapp.  They  are  necessary,  are  they  noti 

Mr.  Sullivan,   i  es,  sir. 

Mr.  Snapp.  But  no  estimate  wa.s  made  if 

Mr.  Sullivan.  No  part  of  their  cost  was  included  in  the  cost  of  the 
postage  stamps. 

Mr.  Snapp.  Do  you  know  whether  the  cost  of  the  engmvers  for  the 
original  dies  was  included  f 

Mr.  Sullivan.  They  were  not. 

Mr.  Snapp.  Are  their  services  necessary  in  the  preparation  of  the 
dies,  rolls,  and  plates  used  in  the  printing  of  stamps^ 

Mr.  Sullivan.  They  are  necessary;  but  if  the  postage  stamps  were 
taken  away  we  would  not  dispense  with  the  services  of  a  single 
engraver. 

Mr.  Snapi*.  You  mean  by  that,  do  you  not,  that  you  would  put 
them  on  other  work  i 

Mr.  Sullivan.  Yes,  sir;  but  you  see  we  would  not  dispense  with 
the  services  of  a  single  engraver. 

Mr.  Snapp,  I  don  t  say  that  you  would  not,  but  I  am  asking  you  if 
you  did  not  mean  bj^  that  that  you  would  put  them  on  other  work? 

Mr.  Sullivan.  If  we  had  it,  but  if  we  didn't  have  the  other  (iov- 
ernment  work,  and  the  piospects  were  that  we  would  not  have  it  at  all 
times,  then  we  would  not  get  full  value  of  their  services.  If  we  have 
the  postage  stamps  there  and  work  them,  then  we  get  the  maximum 
amount  of  work  from  each  engraver,  and  we  are  therefore  utilizing 
those  engnivers  in  the  execution  of  the  Government's  work  that  would 
be  paid  for  from  another  source. 

Mr.  Snapp.  I  understand  fully  the  fact  that  you  did  not  include 
them,  but  I  do  not  understtind  your  explanation. 

Mr.  Sullivan.  It  is  a  perfectly  clear  thing. 

Mr.  Snapp.  To  me  it  is  just  about  as  clear  as  mud.  Are  there  per- 
sons employed  in  the  Department  called  provers?     . 

Mr.  Sullivan.   Yes,  sir. 

Mr.  Snapp.  Was  anything  included  in  the  estimate  as  to  the  cost  of 
the  pro  vers? 

Mr.  Sullivan.  I  don't  think  so. 

Mr.  Snapp.  Or  the  making  of  rolls  ^ 
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Mr.  Sullivan.  Yes,  I  think  there  was.  There  is  this  one  point,  Mr. 
Snapp,  that  I  want  to  go  back  to  in  connection  with  one  of  ray  answers. 
I  have  been  looking  around  here  at  what  Mr.  Ralph  brought  up  and  I 
tind  that  he  has  some  papei*s  that  I  did  not  know  about,  and  when  I 
said  I  did  not  have  copies  of  certain  papers,  I  was  under  a  misappre- 
hension. I  tind  them  here,  and  what  ne  has  here  will  probabl}^  enable 
me  to  answer  about  the  roll  makers. 

Mr.  Snapp.  Very  well,  you  may  refer  to  them  if  you  desire. 

Mr.  Sullivan.  Yes,  the  rolls  were  included. 

Mr.  Snapp.  Was  there  included:  For  making  plates  to  print  from? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  That  is,  3^ou  mean  to  sa\^  that  the  cost  of  that  item  is 
included. 

Mr.  Sullivan.  The  cost  of  making  the  plates;  that  is,  the  necessary 
employees—  I  would  not  like  to  answer  too  close,  but  I  find  here  an 
estimate,  '"  renewal  of  plates,"  so  many  plates  and  so  many  rolls  were 
made  in  the  engraving  division  at  a  cost  of  so  much,  and  the  grinding 
of  plates  cost  so  nuich,  so  that  that  includes  the  plates  and  tTie  rolls. 

Mr.  Snapp.  That  is  the  entire  cost  including  the  labor  and  material. 

Mr.  Sullivan.  Yes,  sir,  so  far  as  the  labor — the  actual  labor  that  was 
necessary,  that  the  chief  of  that  division  deemed  essential  and  necessary 
and  exclusively^  devoted  to  that  work— was  concerned;  or,  in  other 
words,  the  number  of  those  [>eople  that  would  be  eliminated  from  his 
division  if  the  postage  stamps  were  eliminated. 

Mr.  Snapp.  I  do  not  agree  now  with  your  reasons  for  stating  that. 

Mr.  Sullivan.  But  I  want  to  have  you  clearly  understand  just 
why  1  say  tdat  labor  cost  is  included  in  there. 

Mr.  Snapp.  I  understand  your  statement,  but  I  do  not  understand 
your  explanations  at  all. 

Is  there  an  estimate  of  cost  of  hardening  and  proving  plates  also^ 

Mr.  Sullivan.  I  haven't  the  details  here  to  enable  me  to  answer 
exactly  as  to  the  hardening  and  proving,  although  my  infoimation  is 
that  that  was  included. 

Mr.  Snapp.  Is  the  machinery  used  for  the  transferring  to  plates  of 
impressions  from  th^  dies  and  rolls  used  also  for  other  purposes  if 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Was  any  part  of  the  cost  of  the  value  of  those 
ma(;hines  estimated  if 

Mr.  Sullivan.  No.  sir. 

Mr.  Snapp.  Was  any  part  of  any  machinery,  or  building,  or  any 
capital  investment  by  the  Government  in  your  Bureau  that  was  used 
for  other  pui'poses  also  included  as  a  part  of  the  cost  of  this  contract? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  You  have  machinery  there  for  transferring,  grinding, 
beveling,  hardening,  etc. 

Mr.  Sullivan,   i  es,  sir. 

Mr.  Snapp.   Expensive  machinery^ 

Mr.  SuiJJVAN.  Yes,  sir. 

Mr.  Snapp.  And  no  part  of  the  cost  or  value  of  that  is  included  in 
your  estimate  of  cost  in  making  the  proposal  for  this  contract? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  Did  the  chief  of  that  division  estimate  the  number  of 
plates  that  would  be  required  per  year  under  this  contract  to  execute  it  ^ 

Mr.  Sullivan.  We  ascertained  the  number  of  plates  that  had  been 
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made  during  a  certain  period,  and  the  cost  of  them,  and  then  we  ascer- 
tained the  number  of  impressions  that  were  made  during  the  same 
period,  and  we  got  a  rate  per  thousand  sheets  for  the  renewal  of  the 
plates. 

Mr.  Snapp.  Is  there  an  officer  in  your  Bureau  called  the  custodian 
of  dies  and  plates? 

Mr.  Sullivan.  There  is. 

Mr.  Snapp.  An  officer  of  the  Treasury  Department? 

Mr.  Sullivan.     Yes,  sir. 

Mr.  Snapp.  Does  he  have  clerks  under  him? 

Mr.  Sullivan.  A  few.     He  has  assistants. 

Mr.  Snapp.  How  many? 

Mr.  Sullivan.  There  is  the  (nistodian,  two  subcustodians,  and  two 
or  three  distributoi-s  of  stock.     That  constitutes  his  force— five. 

Mr.  Snapp.  Do  their  names  appear  upon  the  rolls  of  your  Bureau? 

Mr.  Sullivan.  Xo,  sir;  they  are  entirely  separate  and  distinct. 
They  appear  upon  the  rolls  of  the  Department. 

Mr.  Snapp.  A  part  of  their  time  is  expended,  is  it  not,  in  connec- 
tion with  dies,  rolls,  and  plates  used  in  the  printing  of  stamps? 

Mr.  Sullivan.  They  handle  those  and  take  care  of  them. 

Mr.  Snapp.  Was  any  part  of  that  cost  estimated  in  your  astimate  of 
cost  under  this  contract? 

Mr.  Sullivan.  No,  sir;  for  the  reason  that  that  force  would  not  be 
reduced  if  the  postiige  stamps  should  be  taken  away. 

Mr.  Snapp.  Then  wherever  in  j-our  department  there  i>  a  division 
of  work,  including  the  services  under  this  contract,  and  services  in 
producing  other  securities  of  the  Government,  you  made  no  separa- 
tion in  making  u])  this  proposal? 

Mr.  Sullivan.  Oh,  yes. 

Mr.  Snapp.  In  all  instances  where  machinery  and  employes  are 
used  alike  for  the  production  of  stamps  and  other  securities  of  the 
Government,  I  uncferstand  from  what  \'ou  have  said  that  you  estimated 
no  part  of  that  in  figuring  the  cost  of  executing  this  contract.  Is  that 
true?  1  think  you  have  already  said  that  where  the  machine  is  used 
for  other  purposes  you  made  no  estimate 

Mr.  Sullivan.  Of  the  cost  of  machinery^ 

Mr.  Snapp.  Of  the  cost  of  machiner3\ 

Mr.  Sullivan.   No. 

Mr.  Snapp.  Or  cost  of  operation? 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  I  undeistood  that  you  estimated  the  cost,  in  executing 
this  contract,  of  power  used  in  running  the  machinery  for  producing 
the  stamps. 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Is  any  estimate  made  of  the  cost  of  the  power  used  in 
running  the  macbinery  in  the  engraving  division? 

Mr.  Sullivan.  There  is  no  power  or  machinery  used  in  there. 

Mr.  Snapp.  These  transfer  presses  and  machineiT  for  grinding,  bev- 
eling, and  hardening  require  power,  do  they  not,  or  are  they  hand 
presses/ 

Mr.  Sullivan.  The  transfer  press  is  a  hand  press,  but  the  grinding 
and  beveling  was  charged  wherever  there  was  power  used  on  a  press 
for  the  postage  stamps.  We  followed  it  right  down  to  the  machine 
and  charged  it. 
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Mr.  Snapp.  Do  you  require  the  services  of  chemists  in  your  depart- 
ment? 

Mr.  Sullivan.  We  do. 

Mr.  Snapp.  At  work  on  the  production  of  stamps  and  the  produc- 
tion of  othei  securities  of  the  Government  if 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Was  anv  part  of  their  salaries  estimated  as  a  part  of 
the  cost  of  executing  this  contmct^ 

Mr.  Sullivan.  No,  sir;  their  services  are  absolutel}^  necessary. 

Mr.  Snapp.  How  about  machinists? 

Mr.  Sullivan.  We  estimated  the  cost  of  the  machinists. 

Mr.  Snapp.  What  machinists? 

Mr.  Sullivan.  We  estimated  the  cost  of  machinists  so  far  as  they 
were  necessarv  to  keep  in  repair  and  in  good  condition  the  machinerj'^ 
connected  with  postage  stamps. 

Mr.  Snapp.  Why  did  you  not  also  include  a  part  of  the  cost  for  a 
chemist? 

Mr.  Sullivan.  We  have  one  chemist,  and  we  could  not  possibly 
dispense  with  his  services  or  any  part  of  his  services  if  the  postage 
stamps  were  eliminated. 

Mr.  Snapp.  Did  you  estimate,  as  a  i>art  of  this  cost,  the  salaries  of 
any  clerks  in  the  Department? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  What  you  thought  was  a  fair  division  between  the  dif- 
ferent branches,  I  suppose  i 

Mr.  Sullivan.   What  were  absolutely  at  work  on  postage  stamps. 

Mr.  Snapp.  Is  there  a  g<»neral  force  of  clerks  in  the  Bureau  who 
mav  spend  pait  of  their  time  upon  the  stamp  part  of  the  business  as 
wefl  as  other  bninches  of  the  Department  J 

Mr.  Sullivan.  Possibly  it  might  be  said  that  there  were  some,  but 
where  those  men  or  women  are  engaged  upon  the  work  and  their 
services  could  not  be  dispensed  with  in  the  event  of  the  postage  stamps 
going  out.  then  no  charge  was  made  for  their  services.  It  would  be 
simply  a  dec^rease  in  their  work,  but  no  saving  of  expense  to  the 
Government. 

Mr.  Snapp.  Then,  in  estimating  the  reul  cost  of  producing  these 
stamps  under  these  specifications,  you  have  not  figured  as  an  item  of 
cost  any  items  that  would  not  save  mone}^  to  the  Government. 

Mr.  Sullivan.  That  is  right,  sir;  that  would  save  expenditure  of 
money  to  the  Governnient. 

Mr.  Snapp.  Even  th'ough  another  bidder  under  these  same  specifica- 
tions might  have  to  go  to  the  extent  of  supplying  those  very  things? 

Mr.  Sullivan.  But  we  had  nothing  to  do  with  that  at  all.  We  were 
aiming  to  save  money  to  the  (iovernment  and  to  determine  what  reduc- 
tion in  the  expenditures  of  the  Bureau  would  be  made  necessary  if  the 
postage  stamps  were  eliminated,  and  that  is  the  cost  of  the  work  to  the 
Bureau. 

Mr.  Snapp.  How  is  the  paper  transferred  from  the  Treasuiy  Depart- 
ment to  the  Bureau? 

Mr.  Sullivan.  It  is  hauled  in  wagons. 

Mr.  Snapp.  Did  you  make  an  estimate  of  that  or  did  the  Treasury 
Department  or  was  no  estimate  made  because  it  was  done  by  Govern- 
nlent  teams? 
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Mr.  Sullivan.  I  am  a  little  bit  uncertain  on  that  item — I  can  not 
answer  that  from  memory. 

Mr.  Snapp.  Is  the  paper  for  the  stamps  counted  in  the  Bureau  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  By  counters  engaged  also  in  counting  other  securities? 

Mr.  Sullivan.  Yes,  sir;  at  that  time. 

Mr.  Snapp.  At  the  time  this  proposal  was  made? 

Mr.  Sullivan.  Yes,  sir;  they  were  engaged  in  counting  all  sorts  of 
work. 

Mr.  Snapp.  Was  their  time  or  expense  divided  and  an  estimate  of 
that  cost  made  in  this  proposal  ? 

Mr.  Sullivan.  Yes,  sir;  and  that  has  since  been  verified  by  trans- 
ferring ail  that  work  to  a  separate  division,  and  it  came  out  right. 

Vlr.  Snapp.  Did  vou  divide  the  cost  of  laundering!? 

Mr.  Sullivan.  \Vo  charged  the  laundry  work. 

Mr.  Snapp.  You  made  a  charge  against  this  contiuct  for  laundering  ( 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  for  wetting^ 

Mr.  Sullivan.   For  wetting. 

Mr.  Snapp.  And  of  all  clerks  emplo^'cd  in  the  Department  or  only 
those  directly  connected  with  the  contracts 

Mr.  Sullivan.  Only  where  their  services  would  be  absolutely  dis- 
pensed with  and  a  saving  effected  b}^  eliminating  the  postage-stamp 
work. 

Mr.  Snapp.  Also  for  light  if 

Mr.  Sullivan.  Light, 

Mr.  Snapp.  For  heat^ 

Mr.  Sullivan.  For  heat. 

Mr.  Snapp.  But  none  for  storage? 

Mr.  Sullivan.  No. 

Mr.  Snapp.  And  nothing  for  the  original  cost  of  the  machinery  f 

Mr.  Sullivan.  No;  but  there  is  an  estimate  of  the  machinerj^  that 
might  be  needed  during  the  four  years  of  the  existence  of  this  continct. 

Mr.  Snapp.  Did  you  make  an  estimate  of  the  cost  of  repairing  the 
machinery^ 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Is  there  any  printing  ne^^essary  in  the  execution  of  this 
contract  if 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  Was  that  all  estimated^ 

Mr.  Sullivan.  That  was  all  estimated. 

Mr.  Snapp.  Have  you  printers  in  your  Bureau^ 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  How  many  ? 

Mr.  Sullivan.  There  are  some  eight  or  ni«e  hundred. 

Mr.  Snapp.  I  mean  in  the  execution  of  this  contract. 

Mr.  Sullivan.  Oh,  ves;  we  have  about  16  that  are  engaged,  and 
every  bit  of  that  was  charged. 

Mr.  Snapp.  Have  you  printers  also  engaged  on  other  .work  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  In  that  case  was  a  portion  of  their  time  or  expense  ap- 
portioned to  this  contract  if 

Mr.  Sullivan.  Every  bit  of  the  time  that  they  spent  on  postage 
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stamps  was  charged  to  this  conti-act.  We  have  that  in  a  room  b}' 
itself,  prai^tically,  and  since  then  I  have  started  up  some  additional 
presses;  but  that  is  a  place  where  the  actual  cost  was  entirelj^  charged 
against  the  postage  stamp  contract,  for  the  reason  that  if  we  did  not 
execute  the  postage  stamps,  every  printer  and  printer's  assistant 
working  on  those  presses  would  be  eliminated,  and  no  expenditure 
would  be  made  by  the  Bureau  on  account  of  their  work.  Therefore 
if  the  postage  stamps  were  eliminated  or  transferred  from  the  Bureau, 
every  dollar  that  was  paid  to  them  would  be  a  saving  to  the  Govern- 
ment, and  every  dollar  of  that  was  included  in  the  estimate  of  cost. 

Mr.  Snapp.  But  wherever  it  would  not  result  in  the  elimination  of 
these  men  engaged  in  these  other  branches  of  the  Bureau,  none  of 
their  time  or  expense  was  charged  against  your  cost? 

Mr.  Sullivan.  No.  In  the  matter  of  the  plate  printers,  they  work 
b}*  the  piece,  and  whatever  they  did  on  plate  printing  would  be  charged 
against  them;  but,  for  instance,  the  chief  of  the  printing  division,  who 
supervises  the  whole  work  of  plate  printing,  none  of  his  salary  was 
charged,  for  the  reason  that  if  the  postage  stamps  were  taken  out  he 
would  not  be  dispensed  with.  It  would  simply  lessen  his  value  to  the 
Government  to  that  extent,  but  would  be  no  saving  to  the  (iovernment. 

Mr.  SxAPP.  I  understand  what  you  mean,  and  I  am  onl}'  trying  to 
direct  your  attention  to  special  cases. 

Mr.  Sullivan.  I  want  to  make  it  perfectly  clear. 

Mr.  Snapp.  Have  you  an  examining  division? 

Mr.  Sullivan.  Yes. 

Mr.  Snapp.  How  much  of  a  force  have  you  there  i 

Mr.  Sullivan.  Between  three  and  four  hundred. 

Mr.  Snapp.  Do  they  examine  and  count  postage  stamps  and  other 
securities^ 

Mr.  Sullivan,  Yes,  sir. 

Mr.  Snapp.  Then  1  take  it  that  from  your  explanation  no  part  of 
the  expense  or  cost  of  that  force  is  apportioned  to  the  cost  of  this 
contract  'i 

Mr.  Sullivan.  Yes,  that  portion  of  it  which  was  determined  to  be 
the  force  necessary  to  execute  the  postage  stamps  was  apportioned  to 
this  contract,  and  that  was  determined  by  the  number  of  people  who 
could  be  eliminated  from  that  division. 

Ml-.  Snapp.  Was  it  ascertained  that  any  could  be  eliminated? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  How  many? 

Mr.  Sullivan.  Thirty-three  employees  would  be  eliminated. 

Mr.  Snapp.  That  is,  there  would  not  be  any  work  for  them? 

Mr.  Sullivan.  Would  be  eliminated;  costing  in  total  salaries, 
$19,680. 

Mr.  Snapp.  Are  you  prepared  to  say  that  only  33  are  necessary  in 
that  division  in  the  execution  of  this  contract? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  And  that  if  this  contract  were  to  be  executed  by  your 
Bureau  in  some  other  place  entirely  disconnected  with  it,  you  would 
need  only  33  persons  in  that  division? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  That  is  what  you  mean? 

Mr.  Sullivan.  That  is  what  I  mean.     Of  course  I  do  not  mean 
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that  to  involve  the  chief  of  that  division,  becaune  she  is  there  and  is 
supervising  that  work.  But  of  course  her  services  are  made  just  that 
much  more  valuable  to  the  Government. 

Mr.  Snapp.  Is  that  true  also-of  the  perforating  division? 

Mr.  Slllivan.  In  the  perforating  division   the  entire  force— the 
forewoman,  helpers,  countera,  perforators — that  is  all  done  bj^  itself 
in  a  room  b}"  itself,  and  the  entire  force  is  charged  against  that,  includ- 
ing the  forewoman  and  everybody  connected  with  it. 
.Mr.  Snapp.  How  about  the  poking  room ? 

Mr.  ScLLivAN.  The  same;  everybody  connected  with  the  packing 
room  is  charged  against  that  contract. 

Mr.  Snapp.  They  are  all  engaged  in  the  packing  of  stamps,  and 
nothing  else? 

Mr.  Sullivan.  Nothing  else;  and  every  dollar  of  the  money  that  is 
paid  to  them  is  charged  against  that  contract. 

Mr.  Snapp.  I  suppose  in  the  execution  of  this  contract  horses  and 
vehicles  are  necessary. 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Used  probably  also  in  other  work  of  the  Bureau. 

Mr.  Sullivan.  Yes. 

Mr.  vSnapp.  Are  those  cost  items  separated  and  part  chaigexl  to  the 
execution  of  this  contract? 

Mr.  Sullivan.  When  we  undertook  that  work  that  was  one  of  the 
elements  there  that  we  considered  as  advantageous  to  the  Bureau. 
We  had  those  men,  we  had  the  horses,  and  we  had  all  the  vehicles  to 
deliver  work  to  the  Treasury  Department,  and  wc  used  those  very 
identical  men  to  deliver  the  postage  stamps,  so  that  we  utilized  the 
services  of  those  men  and  horses;  in  other  words,  we  got  that  much 
more  work  out  of  them.     Yes;  we  did  make  a  charge  for  the  stable. 

Mr.  Snapp.  If  the  question  should  be  reversed,  and  the  proposition 
should  be  made  to  eliminate  from  your  department  the  production  of  the 
other  securities  of  the  Government,  and  the  same  process  of  reason- 
ing pursued  that  you  have  pursued  in  this  case,  it  would  result  rather 
awkwardly  for  the  Government,  would  it  not? 

Mr.  Sullivan.  No;  I  think  not;  it  would  go  on  down  until  each  item 
was  eliminated,  and  until  we  came  down  to  the  last  item  which  the  Gov- 
ernment desired  to  maintain  the  Bureau  of  Engraving  and  Printing  for, 
and  the  cost  of  that  item  would  be  necessarily  increased;  so  that  so  long 
as  the  United  States  desires  to  maintain  the  Bureau  of  Engraving  and 
Printing,  the  larger  the  volume  of  work  which  it  puts  into  the  Bureau, 
the  proportionately  cheaper  the  work  can  be  done. 

Mr.  SxAPP.  You  understood,  did  you  not,  from  the  reading  of  this 
law,  that  Congress  showed  some  indifference  about  keeping  the  contract, 
and  threw  it  open  to  public  competition. 

Mr.  Sullivan.  I  did  not  understand  precisely  what  the  object  of 
Congress  was,  and  I  could  only  gain  it  from  the  law. 

Mr.  Snapp.  Did  you  not  conclude  from  the  law  that  it  was  the  pur- 
pose of  the  Government  to  open  this  to  public  competition? 

Mr.  Sullivan.  Yes,  I  think  that  was  the  item. 

Mr.  Snapp.  Do  you  believe  that  there  was  a  fair  opportunity  for 
outside  competition  in  bidding  on  this  contract  in  this  case? 

Mr.  Sullivan.  I  do. 

Mr.  Snapp.  Do  you  still  believe  that  your  statement  accompanying 
this  proposal,  that  it  was  within  the  cost  to  the  Government,  is  faiV? 

Mr.  Sullivan.     I  do. 
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Mr.  Snapp.  Would  you  state  the  account  in  the  same  way  if  you  as 
a  private  individual  had  seen  fit  to  make  a  bid  for  that  contract,  and 
were  required  to  establish  a  plant  for  the  purpose  of  executing  iti^ 

Mr.  Sullivan.  1  think  the  circumstances  would  be  wholly  different. 

Mr.  Snapp.  I  want  an  answer  to  my  question. 

Mr.  Sullivan.   I  think  the  circumstances  would  be  wholly  different. 

Mr.  Snapp.  Would  you  ascertain  the  cost  of  manufacturing  stamps 
in  the  same  way  under  those  conditions^ 

Mr.  Sullivan.  I  think  the  circumstances  would  be  wholly  different, 
and  I  could  not  put  myself  in  the  position  of  a  private  individual. 

Mr.  Snapp.  I  am  just  asking  you  to  do  that. 

Mr.  Sullivan.  1  do  not  see  how  I  could  under  the  circ\imstances. 
I  would  not  have  the  plant,  as  the  Government  has,  and  I  would  not 
have  the  facilities  that  the  Government  has,  and  of  course  I  would 
have  to  provide  them,  and,  having  to  provide  them,  I  would  have  to 
make  a  cnarge  of  the  cost. 

Mr.  Snapp.  I  understand  that  you  are  really  the  general  u^anager 
of  that  business  for  the  Government? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Would  you,  as  general  manager  of  this  business,  if, 
without  any  facilities  for  executing  this  contract,  you  had  seen  fit  to 
bid  upon  it,  estimate  the  cost  of  producing  stamps  as  you  have  esti- 
mated the  cost  of  producing  them  under  this  contracts 

Mr.  Sullivan.  Circumstances  would  be  wholly  different,  and  there- 
fore I  could  not  do  it.  The  circumstances  would  be  wholly  different. 
If  the  circumstances  were  the  same  the  estimate  would  be  the  same. 

Mr.  Snapp.  Mr.  Sullivan,  it  is  apparent  from  my  question  that  the 
circumstances  could  not  be  the  same. 

Mr.  Sullivan.  Certainly  not. 

Mr.  Snapp.  I  want  an  answer.  W^ould  you  estimate  the  co.st  price 
in. the  same  way  that  you  have  these  under  those  circumstances? 

Mr.  Sullivan.  I  could  not.  If  I  were  to  be  required  to  furnish  a 
plant,  how  could  I  estimate  them  the  same? 

Mr.  Snapp.  You  could  not,  Mr.  Sullivan;  I  am  surprised  in  your 
hesitating  to  say  so. 

Mr.  Sullivan.  I  do  not  hesitate  to  say  so.  I  have  not  hesitated  a 
moment  in  my  answer.  I  say  the  circumstances  are  wholly  different, 
and  therefore  the  estimate  would  be  wholly  different. 

Mr.  Snapp.  Certainly  it  would  be;  no  man  on  earth  that  had  a 
mouthful  of  sense  would  estimate  it  in  the  same  way. 

Mr.  Sullivan.  That  is  a  matter  of  opinion. 

Mr.  Snapp.  That  is  your  opinion,  isn't  it? 

Mr.  Sullivan.  No,  sir. 

Mr.  Snapp.  Let  us  see  how  far  apart  we  are,  then.  1  asked  you  if 
you  as  an  individual,  without  a  plant,  desiring  to  bid  on  this  contract, 
would  estimate  the  cost  of  producing  stamps  m  the  same  way  that  you 
have  estimated  the  cost  under  this  contract? 

Mr.  Sullivan.  1  say  that  the  circumstances  being  wholly  different 
I,  of  cour.se,  would  not  and  could  not. 

Mr.  Snapp.  Did  you  not  understand  that  Congress  intended  to  place 
all  bidders  on  this  work  in  exactly  the  same  circumstances  when  it 
required  the  actual  cost  of  doing  the  work  to  be  ascertained? 

Mr.  Sullivan.  No,  sir;  I  understood  that  Congress  wanted  the  actual 
cost  to  the  Government  to  be  ascertained. 

Mr.  Snapp.  Do  you  still  insist  that  you  ascertained  the  actual  cost? 
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Mr.  SULMVAN.    I  do. 

Mr.  Snapp.  As  your  competitor  did  f 

Mr.  Sullivan.  That  is  a  different  circumstance — different  altogether. 
The  circumstances  are  different.  We  have  to  ascertain  the  cost  to  the 
Government. 

Mr.  Snapp.  And  they  had  to  ascertain  the  cost  to  them? 

Mr.  Sullivan.  That  is  it  exactly. 

Mr.  Snapp.  Well,  in  ascertaining  the  true  cost  between  the  two 
individuals,  you  would  not  pursue  any  other  or  different  methods, 
would  you ii 

Mr.  Sullivan.  If  circumstances  justified  it  and  warranted  it,  cer- 
tainly. * 

Mr.  Snapp.  Do  you  mean  to  say  now  that  in  estimating  the  cost  df 
producing  a  manufactured  article  that  there  is  more  than  one  method  i 

Mr.  Sullivan.  Depending  upon  circumstances. 

Mr.  Snapp.  More  than  one  true  methodic 

Mr.. Sullivan.  I  think  there  is,  depending  upon  the  circumstances 
of  the  case.  I  think  in  this  case  that  the  estimate  of  cost  was  covei'ed 
— the  cost  to  the  Government  or  the  Bureau  of  Engraving  and  Print- 
ing— was  fully  covered,  and  that  is  what  Congress  wanted  to  do. 

Mr.  Snapp.  Then  am  1  to  draw  the  conclusion  from  that  that  you 
believe  that  because  the  Bureau  can  execute  this  work  cheaper  than  an 
individual  who  has  to  supply  himself,  first,  with  a  building,  next  with 
machinery 

Mr.  Sullivan.  I  think  so. 

Mr.  Snapp.  Then  why  in  the  world  did  not  the  Bureau  produce  a 
lower  bid  than  the  outside  party,  who  had  to  take  all  of  these  other 
items  into  couvside ration  ? 

Mr.  Sullivan.  Well,  I  think  there  are  elements  there  that  governed 
that. 

Mr.  Snapp.  Wliat  are  they  J 

Mr.  Sullivan.  1  don't  know,  because  1  don't  know  what  the  other 
elements  are.     1  don't  know  what  elements  of  expense  they  counted  in. 

Mr,  Snapp.  What  are  the  elements  in  the  Bureau  that  must  be  con- 
sidered in  justifying  a  higher  bid  by  the  Government  if  it  does  not 
take  into  consideration  first  its  invested  capital,  next  a  large  item  of 
cost  represented  by  its  pay  roll  ? 

Mr.  Sullivan.  1  think  some  of  the  items  are  shorter  hours,  30  days' 
leave  of  absence  with  pa}- 

Mr.  Snapp.  How  many  hours  a  day  do  the  men  work  if 

Mr.  Sullivan.  Eight  hours  is  the  legal  dav's  work. 

Mr.  Snapp.  How  about  the  American  Bank  Note  Company? 

Mr.  Sullivan.  I  don't  know. 

Mr.  Snapp.  Don't  you  know  that  it  is  an  eight-hour  institution? 

Mr.  Sullivan.  I  do  not  know. 

Mr.  Snapp.  Supposing  it  is,  then  that  should  not  be  taken  into  con- 
sideration. 

Mr.  Stafford.  Is  it  a  fact? 

Mr.  Snapp.  As  I  understand  it     Do  you  know,  Mr.  Kalph? 

Mr*  Ralph.  In  our  methods  of  checking  up,  we  do  not  work  over 
Hcven  hours. 

Mr.  Snapp.  What  other  items  justify  a  greater  cost  to  the  Govern- 
ment? 
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Mr.  Sullivan.  Those  are  about  all  that  1  can  recall  now — the 
«ecurit3',  the  checking  up  and  the  checking  in  and  checking  out;  all 
those  items. 

Mr.  Ralph.  The  higher  price  of  wages*. 

Mr.  Sullivan.  All  I  know  is  that  we  ascertained  the  actual  cost 
of  the  work  to  the  Government,  and  that  was  the  bid  made.  How  it 
compared  with  the  American  Bank  Note  Companv  bid  is  shown,  but 
the  details  and  elements  of  it  I  do  not  know. 

Mr.  Snapp.  That  is,  you  can  not  account  for  the  fact  that  it  costs 
the  Government  more? 

Mr.  Sullivan.  1  can  account  for  it  in  a  general  wa}^  of  course;  but 
as  1  have  said,  the  item  of  leaves  of  absence,  the  pay  of  slightly  better 
wages  than  the  outside  companies—  and  we  pay  more  attention  to  look- 
ing after  the  securities  of  the  stamps  and  other  securities. 

Mr.  Snapp.  But  the  specifications  require  the  same  precautions  to 
be  taken  by  the  outside  bidder  as  are  now  taken  by  your  Bureau,  do 
they  not  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Then  how^  could  you  take  greater  precautions? 

Mr.  Sullivan.  Well,  1  don't  think  they  ever  took  the  amount  of 
care  that  we  did,  although  they  had  the  contract. 

Mr.  Snapp.  How  long  ago? 

Mr.  Sullivan.  Alx)ut  twelve  or  thirteen  years  ago. 

Mr.  Snapp.  I  have  nothing  to  do  with  that.  The  specifications 
require  precisely  the  same  performance  that  yon  are  performing  now, 
do  they  not  i 

Mr.  Sullivan.  So  far  as  the  specificationvS  are  concerned,  yes. 

Mr.  Snapi'.  Do  not  they  go  even  farther  and  require  them  to  do 
things  that  your  department  is  not  now  doing? 

Mr.  Sullivan.   Yes,  sir. 

Mr.  Snapp.  But  still  the  bid  of  the  Bureau  is  far  in  excess  of  the 
bid  of  this  outside  bidder. 

Mr.  Ralph.  There  is  power  and  light  and  heat,  and  that  would 
perhaps  be  put  in  just  the  same  as  we  do. 

Mr.  Snapp.  Is  the  building  occupied  by  the  Bureau  for  storage 
room,  or  the  vaults,  subject  to  the  approval  of  the  Postmaster-General 
in  any  wa}'  i 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Snapp.  Does  he  examine  and  approve  of  them  from  time  to 
time? 

Mr.  Sullivan.  Yes.  He  has  a  representative  in  the  Bureau  who 
goes  around,  and  anything  that  he  sees  that  is  not  what  he  wants  he 
calls  attention  to. 

Mr.  Snapp.  I  think  that  is  all.  If  you  have  any  explanations,  you 
may  state  them. 

Mr.  Sullivan.  I  desire  to  say  in  a  general  explanation  of  this  bid, 
as  indicated  in  my  answers  to  the  questions  regarding  cost  of  the  work, 
that  it  was  ascertained  carefully,  and  the  final  tigures  for  the  bids  made 
up  and  taken  by  me  to  the  Acting  Secretary  of  the  Treasury,  Hon. 
Cnarles  H.  Keep;  that  I  explained  to  him  thoroughly  and  fully  the 
Vwisis  upon  which  the  estimates  were  made;  that  this  basis  was  the 
actual  cost  of  the  lal)or,  material,  and  other  expenses  that  could  be 
returned  in  the  manufacture  of  postage  stamps;  that  in  the  labor  cost 
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there  was  the  cost  of  every  employee  of  the  Bureau  whose  services 
could  be  dispensed  with  in  the  event  of  the  postage  stamps  being  elimi- 
nated from  the  work  of  the  Bureau;  that  he  fully  considered  the 
question,  discussed  it  with  me,  and  said  that  he  believed  that  was  the 
true  basis  upon  which  estimates  should  be  submitted.  His  words  were, 
that  the  Bureau  a  going  concern,  that  the  cost  of  the  postage  stamps 
was  the  ascertained  reduction  in  the  expenditures  of  the  Bureau  per 
year,  due  to  eliminating  the  work  upon  the  postage  stamps. 

Mr.  Snapp.  Then,  after  taking  advantage  of  all  those  facts,  you 
finally  submitted  a  bid  practicall}'  $25,000  a  year,  was  it  not,  higher 
than  your  competitor^     Is  that  so? 

Mr.  Sullivan.  I  will  come  to  that,  and  I  will  answer  that  frankly, 
because  1  want  the  committee  to  understand  exactly  the  conditions. 
I  don't  want  to  conceal  anything  or  have  any  niisunderstanding  about 
it,  I  assure  you.  My  whole  object  is  to  see  that  the  work  is  done  cor- 
rectly, that  the  estimates  were  made  correctly,  and  that  I  fully  believe. 

Mr.  Snapp.  Of  course,  I  do  not  feel  but  that  you  intended  to  do 
that.  But  what  I  wanted  to  ascertain  was  your  method  in  bringing 
about  this  result,  in  order  to  account  for  the  fact  that  a  contract  was 
let  to  a  Government  bureau  at  a  very  largely  increased  cost  over  the 
outside  bidder  after  Congress  had  indicated  an  expressed  purpose  that 
there  should  be  fair  competition. 

Mr.  Stafford.  It  is  a  matter  of  (question  whether  Congress  did 
indicate  bv  the  proviso  that  was  carried  in  the  bill  hist  year  that  the 
Bureau  of  Engraving  and  Printing  should  do  an3'thing  else  tlian  submit 
a  bid  of  cost  of  the  work  to  the  Government.  1  do  not  l)elieve  that 
there  is  anything  in  the  proviso  that  the  contract  should  be  let  to  the 
lowest  outside  bidder. 

Mr.  Sullivan.  And  to  continue  my  statement  I  will  say  that  I  sub- 
mitted that  bid.  When  the  bids  were  opened  I  felt  that  the  work 
would  be  taken  away  from  the  Bureau,  and  so  reported  to  Mr.  Keep. 
I  immediately  started  to  work  to  carry  out  the  plan  for  eliminating 
these  people  from  the  Bureau.  In  the  meantime  1  stopped  all  of  the 
appointments,  and  intended  to  absorb  the  people  in  the  other  work  of 
the  Bureau. 

Mr.  Snapp.  All  of  them  i 

Mr.  Sullivan.  So  far  as  I  could.  Naturally  I  expected  a  very 
large  number  of  them  would  be  f  urloughed,  and  so  notitied  them;  and 
that  gi-adually,  as  we  needed  people,  to  take  them  back  into  the  serv- 
ice of  the  Bureau.  But  when  the  Postmaster-General  decided  that 
we  were  to  go  on  with  the  work,  then  all  of  those  steps  were  reversed, 
and  we  went  on  with  the  work  as  estimated.  I  have  since  then  very 
carefully  tested  the  estimate  of  the  chief  of  the  division  in  regard  to 
labor  cost  that  they  made  at  that  time,  and  which  I  very  carefully 
revised  with  them,  and  1  find  that  we  are  living  within  the  estimated 
cost. 

Mr.  Snapp.  That  is  the  cost  estimated  in  the  method  which  you 
have  previously  described^ 

Mr.  Sullivan.   Y'es,  sir. 

Now  I  have  always  felt  that  it  is  to  the  greatest  advantage  to  the 
Government  to  have  the  work  of  the  postage  stamps  executed  in  the 
Bureau.  I  believe  that  we  have  saved  the  (xovernment  thousands  of 
dollars  by  executing  the  work. 
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Mr.  Stafford.  In  what  manner  have  you  saved  the  Government 
that  amount  of  money  ? 

Mr.  Sullivan.  In  claims  of  shortages  by  the  postmasters.  That  is 
one  item. 

Mr.  Stafford.  Will  you  explain  a  little  more  fully  the  other  it«ms^ 

Mr.  Sullivan.  Well,  I  can  not  now  recollect  any  other  items.  But 
I  desire  to  show  the  advantages  and  improvements  that  the  Bureau  has 
made  in  the  execution  of  these  stamps  from  the  time  that  they  came 
to  us  originally.  When  the3'came  to  us  originally,  they  were  printed 
upon  plain  white  book  paper  that  could  be  made  in  any  paper  estab- 
lishment in  the  country.  Immediately  steps  were  taken  by  tne  Bureau 
to  watermark  the  paper  which  identified  ever  sheet  that  is  manu- 
factured, and  which  enables  a  complete  account  to  be  kept  over  the 
paper  mailed  to  postmasters  [exhibiting  paper  to  members  of  com- 
mittee]. 

Mr.  Snapp.  What  are  the  letters  on  that  paper? 

Mr.  Sullivan.  ''U.  S.  P.  S.,"  meaning  '^United  States  Postage 
Stamps."  When  this  paper  is  sent  to  the  printing  division  it  is  printed 
on  presses  that  have  an  automatic  counting  machine,  and  every  impres- 
sion that  is  printed  is  automatically  registered  on  that  machine,  so  that 
the  amount  of  paper  issued  by  the  issue  division  must  agree  with  the 
register,  and  with  the  number  of  impressions  that  are  sent  to  the 
receiving  division  or  the  examining  division.  This  is  a  printed  sheet 
[indicating],  and  which  has  been  absolutely  registered. 

Mr.  Stafford.  Containing  how  many  special  designations? 

Mr.  Sullivan.  Four  hundred.  It  is  then  counted  and  sent  to  the 
gumming  machine,  and  it  is  counted  when  it  comes  from  the  gum- 
ming machine,  so  that  every  sheet  of  paper  that  goes  to  the  gumming 
macnincs  must  come  from  those  machines.  It  is  then  sent  to  the 
perforating  division  and  counted  before  it  goes  to  the  machines,  and 
every  sheet  of  paper  must  be  accounted  for  again  after  coming  from 
them. 

Mr.  Stafford.  Are  these  methods  that  3'ou  now  describe  as  pursued 
in  the  Bureau  added  precautions  which  were  not  required  in  the  speci- 
fications as  proposed? 

Mr.  Sullivan.  I  would  not  describe  it  exactly  as  not  being  included 
in  the  specifications,  because  the  broad  language  of  the  specifications 
might  be  interpreted  to  mean  all  necessary  precautions.  But  I  do 
think  that  no  private  concern  has  ever  taken  the  precautions  that  we 
have  taken,  and  I  do  not  think  they  ever  will. 

Now  the  sheets  are  first  split  into  sheets  in  that  form  [indicating], 
and  then  into  this  form  [indicating]. 

Mr.  Stafford.  First  divided  into  lateral  halves? 

Mr.  Sullivan.  Yes,  and  perforated;  and  then  subsequently  the  lat- 
eral halves  are  again  divided. 

Mr.  Stafford.  So  as  to  make  quarters  of  the  whole  sheet? 

Mr.  Sullivan.  Yes,  sir.  Now  those  quarters  of  the  whole  sheet 
are  the  identical  sheet  that  one  purchases  at  post  offices;  and,  as  I  say. 
when  we  first  took  over  the  work  of  printing  these  stamps,  we  receivea 
them  in  bulk,  and  after  counting  them  and  finding  them  accurate,  we 
commenced  to  issue  them  to  postmasters.  But  we  soon  found  that 
postmasters  would  claim  that  tney  were  short  in  stamps.  One  of  the 
first  instances  of  that  kind  was  brought  to  my  attention,  and  an  order 
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was  Issued  directinsr  us  to  supply  the  postmaster  with  the  number  of 
stamps  which  he  claimed  to  be  short,  the  order  also  authorizing  us  to 
credit  ourselves  with  the  shipment  of  those  stamps.  But  I  said,  No, 
that  is  not  correct;  if  this  postmaster  is  short,  then  we  have  made  a 
mistake,  and  whoever  made  that  mistake  must  be  held  responsible  for 
it.  But  if  the  individual  employee  has  not  made  a  mistake,  then  there 
is  pilfering  going  on,  and  we  ought  to  know  that  fact;  we  ought  not  to 
fill  this  order  without  investigatmg  and  receiving  credit  for  it,  just  as 
though  it  was  an  ordinaiy  transaction. 

So  it  was  held  up;  we  did  not  credit  the  bill  for  these  stamps  and 
declined  to  send  them.  I  then  turned  my  mind  to  devise  some  scheme 
b\^  which  postmasters  could  not  make  any  claim  without  producing 
evidence  that  the}'  were  short,  and  since  then  we  have  put  these  stamp 
up  in  that  form  [indicating].  This  package  is  stapled  through  the 
margin  of  the  sheet.  You  can  see  that  it  is  sealed  with  these  bands, 
and  over  the  top  of  the  seal  is  the  initial  of  the  counter  who  counted 
the  stamps.  The  instructions  on  the  wrapper  are  that  the  postma*?ter 
must  count  the  stamps  without  breaking  the  seal,  and  if  lie  finds  or 
claims  to  find  that  there  are  anv  stamps  short  in  the  package,  he  must 
return  to  the  Bureau  the  entire  package  without  breaking  the  seal. 
Since  that  device  has  been  adopted — and  it  has  been  for  years-  we  have 
had  one  claim  for  shortage.  The  package  was  returned  to  us,  and  we 
found  that  the  sheet  of  stamps  had  been  folded  in  under  so  that  the 
postmaster  could  not  count  them  from  the  flap. 

Notwithstanding  that,  we  have  occasional  claims  of  shortage  in  the 
loose  wrappers,  in  these  loose  packages  [indicating],  showing  that 
where  this  other  device  is  used,  and  where  the  evidence  must  be  pro- 
duced, there  is  no  claim,  while  with  the  loose  packages  there  is  a 
claim,  and  we,  of  course,  have  to  run  those  down.  The  stamps  are  in 
small  quantities  and  are  put  up  loose,  and  wherever  they  are  put  up 
loose  in  that  way  there  are  claims  for  shortage  which  we  investigate; 
but  we  never  have  to  make  any  good— they  can  not  substantiate  their 
claims.  There  was  a  clerk  in  the  Chicago  post-oflice  who  substituted 
1-cent  stamps  for  2-cent  stamps  in  very  large  packages.  The  agent 
of  the  Post-Office  Department  at  that  time,  a  Doctor  Davis — a  rather 
eccentric  individual— insisted  that  we  should  make  that  good,  and  went 
into  our  vault  and  took  out  the  stamps.  Subsequently,  the  Post-Office 
Department  had  to  give  us  the  difference  in  value  betw^een  that  pack- 
age and  the  1-cent  package,  because  they  found  the  clerk  in  the  Post- 
Office  Department  had  substituted  and  stolen  the  other  stamps. 

When  we  took  over  the  stamps  we  found  that  the  mutilated  stamps — 
those  that  were  spoiled  in  printing  and  in  gumming  and  perforating — 
were  sent  to  the  Post-Office  Department  here  just  as  they  were  printed, 
gummed,  or  perforated,  as  the  case  might  be.  They  w^ere  taken  up  by 
the  clerks  in  the  Post-Office  Department,  and  one  of  those  clerks  was 
arrested  at  the  Ebbitt  House  and  charged  with  stealing  a  very  large 
quantity  of  those  imperfect  stamps,  and  was,  I  think,  convicted. 
vVhen  we  took  over  the  stamps  the  ver}^  first  thing  we  did  was  to  can- 
cel every  sheet  of  stamps  that  was  imperfect,  and  those  were  sent  to 
the  Treasury  Department  and  turnea  over  to  the  Destruction  Com- 
mittee to  be  counted  and  destroyed  l\v  this  committee  in  the  canceled 
forms;  so  there  is  absolutely  no  wa}^  of  using  those  imperfect  stamps. 

And  so  with  the  books  of  stamps.  These  are  sealed,  initialed,  and 
every  package  is  initialed  by  the  counters,  or  the  people  who  have  the 
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handling  of  them;  and  the  postmaster  is  instructed  that  if  he  finds  any 
shortage  in  an}"  of  these  wrappers,  the  packages  must  be  returned  in 
the  condition  in  which  he  gets  them,  so  that  we  ciin  trace  them  down 
to  the  individual  who  handled  them,  and  find  out  where  the  shortage  is, 
or  whether  there  is  any  shortage. 

For  those  reasons  I  have  always  felt  that  it  was  to  the  interest  of  the 
Government  to  execute  the  work  upon  its  postage  stamps  the  same  as 
upon  its  other  securities. 

Mr.  Stafford.  So  during  the  ten  or  eleven  years  that  the  printing 
of  postage  stamps  has  been  in  the  Bureau  of  fingraving  and  rrinting 
there  have  been  improvements  continually  going  on,  as  the  needs  of 
the  service  required. 

Mr.  Sullivan.  Yes,  sir.  To  illustrate  this  one  thing  in  this  mat- 
ter of  cancelling  these  stamps,  I  want  to  say  that  it  is  now  under 
Mr.  Ralph's  own  personal  direction,  and  we  are  constructing  a  machine 
which  will  cancel  those  stamps  at  a  saving  of  from  'i4  to  $8  a  day;  so 
that  as  time  progresses  the  saving  in  all  of  these  administrative  mat- 
ters will  go  on,  and  we  will  save  more  and  more  on  this  work. 

Mr.  Snafp.  That  is  going  on  more  extensively  in  private  enterprises 
than  in  governmental  work. 

Mr.  Sullivan.  Of  course  that  may  be. 

I  want  to  sa}^  one  woi-d  more.  In  submitting  my  estimates  this  year 
1  have  reduced  the  estimate  for  the  work  of  tne  JBureau,  exclusive  of 
postage  stamps,  to  the  extent  of  $163,000. 

Mr.  Snapp.  That  is  good  news. 

Mr.  Stafford.  There  was  nothing  in  the  specifications  re(juiring 
that  outside  concerns  should  limit  the  hours  of  employees  to  eight 
hours  or  under. 

Mr.  Sullivan.  No,  sir. 

Mr.  Stafford.  But  the  Bureau  of  Engraving  and  Printing  runs  its 
establishment  on  the  eight-hour  basis? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Stafford.  Are  you  acquainted  with  a  number  of  concerns 
throughout  the  country  that  are  in  a  position  to  contract  for  the  print- 
ing of  postage  stamps  under  the  specifications  as  proposed^ 

Mr.  Sullivan,  les,  sir. 

Mr.  Stafford.  How  many  such  (concerns  are  there? 

Mr.  Sullivan.  There  is  but  one  such  concern  in  the  United  States. 

Mr.  Stafford.  Which  is  that? 

Mr.  Sullivan.  The  American  Bank  Note  Company. 

Mr.  Stafford.  Does  the  printing  of  these  stamps  as  described  by 
the  specifications  require  any  large  investment  of  capital? 

Mr.  Sullivan.  I  think  it  does. 

Mr.  Stafford.  And  what  amount  can  you  estimate  would  be  re- 
quired to  equip  a  plant  to  print  these  stamps  so  as  to  be  in  a  position 
to  compete  with  this  one  concern,  the  American  Bank  Note  Compan\% 
leaving  out  of  consideration  the  Bureau  of  Engraving  and  Printing  ? 

Mr.  Sullivan.  I  should  think  it  would  cost  from  $160,000  to 
$200,000. 

Mr.  Stafford.  For  machinery  alone? 

Mr.  Sullivan.  For  the  building  of  a  plant  and  all,  I  should  say 
it  would  cost  nearly  a  half  million  dollars. 

Mr.  Stafford.  What  position  would  the  Bureau  of  Engraving 
and  Printing  be  in  to  make  any  proposal  for  printing  these  stamps  if 


372  POST-OFFICE    APPROPRIATION    BILL. 

a  four-year  period  elapsed  during  which  the  work  had  been  done  bv 
a  private  concern,  and  during  which  time  the  Bureau  had  not  done 
this  character  of  work  i 

Mr.  Sullivan.  It  would  be  in  a  very  poor  position  to  do  it. 

Mr.  Stafford.  Would  the  Bureau  of  Engraving  and  Printing  likely, 
under  such  conditions,  be  in  a  position  to  make  a  proposal  within  the 
price  that  has  been  submitted  this  year  by  your  department? 

Mr.  Sullivan.  It  would  not,  sir. 

Mr.  Stafford.  It  might  find  itself  withoutany  quarters,  which  would 
require  the  Bureau  or  Government  to  establish  new  quarters,  and  to 
keep  the  proposed  machinery  used  in  that  character  of  work;  and  taking 
into  consideration  all  those  items  of  expense  the  contra<;t  price  would 
be  much  larger  and  the  expense  would  oe  much  greater. 

Mr.  Sullivan.  Very  much  greater  and  very  much  larger. 

Mr.  Stafford.  You  referred  to  new  machinery  being  required  in 
the  carrying  out  of  this  contract.  Did  you,  in  estimating  the  cost  of 
this  service,  figure  in  that  element  of  expensed 

Mr.  Sullivan.  1  did;  yes,  sir. 

Mr.  Stafford.  Did  you  figure  in  all  the  added  expen^jie  foi  new 
machiner}^  and  labor  tliat  would  be  entailed  in  carrying  out  this 
contract? 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Stafford.  Are  you  in  a  position  to  state  the  efiiciency  of  the 
emplo^yees  in  the  Bureau  of  Engraving  and  Printing  as  compared  with 
those  in  outside  private  establishments? 

Mr.  Sltllivan.  In  my  judgment,  and  from  the  experience  I  have 
had  in  the  Bureau,  and  from  Knowledge  of  other  outside  work,  I  con- 
sider that  they  are  a  very  highly-  trained  class  of  people,  and  a  much 
superior  class  of  people  to  those  who  ordinarily  go  into  factories  of 
that  kind  to  work.  '1  hese  people  pass  a  civil-service  examination,  and 
that  brings  us  a  much  more  superior  class  than  ordinaril}-  go  into  work 
of  this  kind. 

Mr.  Stafford.  The  cost  of  labor  as  employed  by  the  Government 
is  naturally  greater  than  the  cost  of  labor  paid  by  private  concerns. 

Mr.  Sullivan.  Yes,  sir. 

Mr.  Stafford.  And  the  Government  seeks  to  get  the  most  efficient 
help  for  that  character  of  service  that  can  be  obtained  i 

Mr.  Sullivan.  It  not  only  seeks  that,  but  it  has  in  all  it^  branches 
of  engraving  and  printing  a  great  deal  of  work  of  the  most  efficient 
character  because  of  the  slightly  larger  rate  of  wages  paid.  The  sur- 
roundings are  better,  the  conditions  are  better,  and  the  advantage  of 
thirt}^  days'  leave  of  absence  will  bring  tp  the  Bureau  many  people  in 
preference  to  goin^  to  private  concerns.  In  other  words,  we  have  the 
pick  of  employees  in  that  business. 

Mr.  Stafford.  Will  any  additional  space  than  that  which  is  now 
used  for  the  printing  of  stamps  be  required  in  carrying  out  the  con- 
tract as  entered  into  by  the  Bureau  for  the  ensuing  four  years? 

Mr.  Sullivan.  Very  slight.  There  will  be  a  slight  increase,  and  I 
am  arranging  now  to  give  to  the  same  work  two  additional  rooms,  and 
that  will  be  about  the  extent  of  the  increase.  But  in  ordei  to  get  the 
work  done  I  think  it  necessary  to  give  them  those  two  additional 
rooms  in  order  to  get  it  done  expeditiously. 

Mr.  Stafford.  Do  3'ou  consider  postage  stamps  in  the  nature  of  a 
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Governnient  security  in  which  the  work  of  printing  should  be  done 
at  a  Government  planjt  rather  than  hy  a  private  concern? 

Mr.  Sullivan.  I  would  prefer  to  print  the  securities  of  silver  cer- 
tificates and  notes  rather  than  print  tne  postage  stamps,  for  the  reason 
that  the  silver  certificates  and  notes  are  not  finished  entirely  by  the 
Bureau,  but  are  sent  to  the  Treasury  Department  to  be  finished.  The 
postage  stamp  is  finished  complete  and  is  absolutely  worth  its  face,  so 
that  if  there  was  any  inducement  on  the  part  of  employees  to  pilfer, 
they  would  prefer  to  pilfer  postage  stamps  rather  than  securities.  So 
that  they  really  require  a  great  deal  more  care  and  looking  after  than 
the  securities,  and  for  that  reason. 

Mr.  Stafford.  Who  has  charge  of  the  letting  of  the  contracts  for 
the  water-marked  paper  that  is  used  in  the  printing  of  postage  stamps? 

Mr.  SuixivAN.  The  Secretary  of  the  Treasury,  on  the  recommenda- 
tion of  a  committee  approved  by  the  Director  of  the  Bureau. 

Mr.  Stafford.  Has  there  been  any  change  in  the  quality  of  paper 
during  the  past  few  years? 

Mr.  Sullivan.  No,  sir.  We  have  kept  it  up  to  standard;  but 
recently  we  have  gotten  the  paper  cheaper,  and  we  are  getting  paper 
this  year  cheaper  than  last  year. 

Mr.  Stafford.  For  what  length  of  time  is  the  contract  let^ 

Mr.  Sullivan.  One  year;  from  year  to  year. 

Mr.  Stafford.  Are  there  many  competitors  for  supplying  that 
character  of  paper? 

Mr.  Sullivan.  It  ranges  from  three  to  four  bidders. 

Mr.  Stafford.  From  your  acquaintance  with  this  work,  the  needs 
of  the  Postal  Service,  anS  the  protection  to  the  Government,  what  is 
^'^our  opinion  as  to  whether  .this  work  should  be  continued  in  a  Gov- 
ernment establishment  or  not? 

Mr.  Sullivan.  1  am  firmly  of  the  opinion  that  this  work  should  be 
continued  in  the  Government  establishment  for  the  reasons  that  I 
have  clearly  set  forth  in  the  statement  I  have  made  to  the  committee. 

Mr.  Stafford.  If  the  contract  should  have  been  let  to  an  outside 
concern,  what  action  would  have  been  taken  by  the  Bureau,  so  far 
as  machinery  that  is  now  used  in  the  printing  is  concerned? 

Mr.  SL^.LIVAN.  We  would  have  dismantled  the  machinery  and  it 
would  probably  have  been  sold  to  the  highest  bidder;  but  it  would 
have  been  worth  very  little. 

Mr.  Stafford.  Can  you  estimate  what  value  would  have  been 
placed  upon  it? 

Mr.  Sullivan.  I  could  not  estimate  that. 

Mr.  Stafford.  So  when  the  next  four-year  period  expired  the  Gov- 
ernment would  not  have  the  necessary  machinery  to  make  a  proposal 
for  printing? 

Mr.  Sullivan.  Would  not  be  in  a  position  to  make  a  bid,  and  the 
single  compan}^  could  have  the  work  at  its  own  price. 

Mr.  Stafford.  And  the  other  concern,  if  no  other  companies  entered 
the  field  in  the  meantime,  would  have  a  monopoly  in  the  contract  for 
the  service? 

Mr.  Sullivan.  Absolutely. 

Mr.  Stafford.  And  judging  from  the  estimates  of  private  concerns 
in  this  line,  do  vou  expect  that  there  will  be  any  new  concerns  enter 
the  field  that  will  be  in  a  position  to  compete  for  this  work? 
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Mr.  SuixiVAN.  1  do  not  think  there  would  be  any  concerns  that 
would  be  able  to  handle  the  work. 

Mr.  Stafford.  Were  there  years  ago  more  concerns  than  one  which 
were  in  a  position  to  compete  for  this  work? 

Mr.  Sullivan.  There  were  a  number  of  concerns  that  were  able  to 
do  so,  but  they  were  all  consolidated  into  the  American  Bank  Note 
Company. 

Mr.  Stafford.  So  that  the  American  Bank*  Note  Company  to-day 
virtually  has  a  monopol}^  of  that  character  of  Work? 

Mr.  Sullivan.  Yes,  sir;  they  consolidated  the  whole  thing. 

Adjourned  at  1 :30  p.  m. 


V^^'o/-^  V*''*"^^  \>*^*''/^-%  \>. 


^;l^^-;'-*^>':^^;:^^'^^'''-^"co^^^^<'-;'--^^ 


^/^'-'Vo^  -\:?^;'''Vo^  /ff^^S-o^  :;^\  >^. 


^;^^s^  j:>^        ^  '',^:Ts^  ^0^ 


^^  r>SJ:V,%^  m^i^^<^  :#KV^%<^  -/■ 


